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The Developmental Disabilities Project on Residential Services and Community -
Adjustment is conducting a pationwide study of mentally retarded persons: in
residential programs. Information is being @ollected on (a) the administrative
and general characteristics_of>résidential programs for mentally retarded
individuals, (b) the behavioral and physical characteristics of mentally
retarded people in residential programs, (c) factors related to“admission"of
former residents of state residential“facilities to community residential
settings, and (d) community adjustment. ' .

o

The Project is supported by a grant (54-p-71173/5-04) from the Administration
on Develdpmenﬁal Disabilities, Office of Human Development Services, Department
of Health and Human Services. Contractors undertaking such projects under
government sponsorship. are encouraged to express freely their professional
judgment in the conduct of the project. Points of view or opinions stated do
not, thérefore, necessarily represent the official position of the Administra-
tion on Developmental Disabilities. , L
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ﬂprOJected costs, the efflcacy of exlstlng fundlng mechanlsms, and
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- Government'finanCing of:the'long terﬁ“residentiai care of mentally

3
.2 ¢«

‘retarded people has been a matter of publlc polrcy forover 100 years.

e . ’

In the last‘decade the 1nst1tutlonal populatlon has decllned whlle the

number of smaller, communlty based facilities has increased dramatlcally.

.The direction and ‘magnitude of th1s de1nst1tutlonallzatlon movement may

be determlned in the future by the current levels of expendltures, the

—
~

»
. . i SR
identification'of critical factors that affect.variatlons'ln cost.
. . _i
An extenslve review of the llterature revealed that few comprehen-

st stud1es in the area of res1dent1al serv1ces for mentally

__,/,/slve co ‘

s
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retarded people have been completed on a. natlonal or state level. The

.
'purpose of the present study,was threefold.- The flrst objectlve was to

LI

prov1de a descrlptlve proflle\of “the national patterns of revenue,

expenses, and capltal lnvestments "of public and communlty res1dent1al
faCllltleS during 1977 1978. The secondepbjectlve of the study was to
prov1de an analysls of costs by 14 separate locatlonal, organlzatlonal.

4

and resldentlal variables. ' The thlrd objectlve was the ‘use of cost

function analysis to test statlstlcal relationships between and among
' . . ’ . - . a .

several independent yariables"and the dependent variable,.per diem cost,

uslng multlple regresslon technlques.

Thls study was conducted in collaboratlon with the Survey Research

.Center of the University of Michigan. Cost data were\collected from

Y.
-
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'a national probability sample.of 75 public residential facilities and

161 &ommunity rééidentiai'facilities se;eCtea by the Sampling Section

of the Survey Research Center. A three page sélf_repqxt guestionnaire

designed to aséeés_both révehués and'expensés was completed by the

most appropriate financial officer of the facility.

I C . -

The population estimates of total revenue reported by all residen-

tial facilities was $3.11 billion with government sources accounting

for almost the entire amount. The total expenses of public facilities

was $2.735 billion and $518 million for community facilities. The

single largest expense reported by most facilities was peisonnél
expenseé{ Capital investments totaléd over $5.3 billiontfor lagd and
builaihgs of all public and-communit& residential facilities. Estimates
of total revenue, gxpenseé, and capital investments were presented
separately for puslié ¥esidentiallfacilities and commpnity_resi@éptial

facilities, as well as separately by census ?egionS'and‘by size cate-

3 .

gories.’ - ,

_inesults\from several of the hypotheses tested, indicatea public

N .

residentia;-facilipﬁ;per diems were significantly differeﬁt when tested

for census’region differences and-vafyihg levels of staff resident

. . . Lot . :  q P X
ratios. The intensity of staffing and services provided by community
: ' . 2 . A .
xesidential'facilities gignificantly affected per diems. Family owner-

ship and the proéortionwof severely/profoundly mentally retarded resi-

dents served also significantly affected per diems. Cost.‘function
- R Vs

7

: o . / .
analyses were performed separately for public and community facilities.

'

A comprehensive discussion of results was presented inCludihg a
. + . ) '

brief discussion of the difficulty of conducting,c&sf effectiveness
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. analy51s between publlc and community resrdentlal fac111t1es. _Several

-5 ,‘-

_publlc pollcy 1mp11cat10ns were presented in terms of (a) constltutlonal

guarantees and level of funding, (b) programmlng requlrements and the

! D)
.

application of cost functiogs, andflc).reimbursemeat patterns, fiscal

. . . ' R . . . _
dlslncentlves,_and‘the‘future'development of community alternatives. 7

7
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1. INTRODUCTION

‘Government financing of the“long term residential care of mentally
!

" retarded people has been a matter of publlc policy for over. 100 years.
xHastorically, mentally retarded people have been treated by dlverse

government ‘actions’ and reactlons ranglng from sheer rejection and

,/

1solation in large, pub11c fac111t1es to the moderr practfcc of -

i

phys1cally and socxally 1ntegrat1ng them w1ﬁhrn Joc41 communlty

sett;ngs.: Thxs latter approach of snlfcrng care. Srom Qubllc

. 4 .

1nst1tut10ns to smaller, communlty-based nom_s and fac111t1es is ;

v

commonly known as deinstltutlonallzatlon, tnough,,as will be d1scussed

‘;later, the term is properly def1ned much nere broadly.}

A ._.7

‘.of mentally retarded people has come from both the general advancementf

in natxonal wealth and ‘the changlng attxtude rn socxety toward

\

‘dependent people (Mott, 1976) The. culm;natlng effect of changlng

attltudes has been the dramatlc expansxon of the number of communlty

o .r s1dent1al fac111t1es (Bruxnlnks, Hauber, & Kudla, 1979) dep1cted in

e

Figure 1 and the rap1d decllne in the number of mentally retarded

A

. o

.‘res dents in publlc institutions (Lakln, 1979) 1llustrated ln Fxgure 2.
_ Laki (1979) prOV1ded an historlcal rev1ew of demographxc trends of -~
- publdi 1nst1tutlons from 1840 to 1978.' Accord*ng to Lakln, the 1880 _

census’ counted 2 429 res1dents in inst;tutxons. Steady 1ncreases;were

N . - :
. R . R LT N
vor . . . £

The impetus for: s1§n1f1cant merovements 1n ‘the care and treatment T
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reported from 1880 up to 1967 when the institutional population reached
a_péak of 194,650. From 1968 to the present, the ™ nstitutional

population has declined. hﬁ )

~ The direction and magnitude of deinstitutionalization as a public

policy may be determined in the future by the current levels of expen-
' b . -

ditures, the,projected costs, the efficacy'of'ekisting funding
mechanisms, and identification of critical factors ‘that affect cost
variation; The purpose of the present study is to describe the level

of expenditures for a national probability samplée of publicly and

privately operated reszdential programs for mentally retarded people

".and to identify the critical factors that affected cost variation during
1977-1978. . o ;
- . . “ . |

Wlthln the United States, there are at least five groups concerned

with the public policy of deinstitutionalization. Each group includingi ;
W . . ST

~a) legislators, b) executives of government, c) judges, d) interest

..groups, and e) government Workersplaysan important role in, determining

the method, priority, and extent of funding resxdential servxce. . .

Al v R /

During policy development, interest g oups may disproportionately act

‘and interact to influence the final utcome. As Dror (1968) explained

Public policy is a very complex, dynamic process whose
. various components make: diffe ent. contributions to it.- . : Co
w1 e decides major” guidélineséfor action directed at the o 5,
. fiture, mainly by government organs. These guidelines .
(policies) foérmally aim at achieving what is in the ‘ ﬂ
public interest by the best possible means. (p. 12) e 1\

The political tension genera ed by the inttraction of these five groups

: may either agitate or settle the final outcome of laws, regulations,-;

»

.and interpretations. /f--"

T : . . . .
e . : . - )
-/ . s .

. e
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“ N \ . .
Presently, the public policy of deinstitutionalization is not

clearly art1culated «coordlnated, or funded The definitions of
\

res1dent1al care alternatlves are often arbltrarlly distinguished into’

two major categorles - communlty res1de1t1al fac111t1es and public

res1dent1al facllltles. Scheerenberger (1978a) offered the following

. J A ~

definition of ublic res1dent1al fac111ty.1 "a state sponsored and
I

administered facility which offers comprehensive programming on a 24-
hour, 7 days-a-week basis" (p. 2). In a similar’manner, Bruininks,

y\as

\

Hauber, and Kudla (1979) def1ned community res1dent1al faClllt
any communlty based 11v1ng quarter(s) which’ provzde o ”:\:_
24-hour, 7 days-a-week’ responslblllty for room, beard,

.and supervxslon ‘of mentally. retarded persons as of

" June 30, 1977 with the exceptlon of (a) single famlly
homes providing services to a relative; (b) nursing - .
homes, boarding homes, and. foster homes that are not '
formally state licensed or contracted as mental

. retardation serv1ces prov1ders. and - (c)-independent
x ‘11v1ng (apartment) programs which have no staff

residing in the, same faclllty. A(p. 11) o 3 e s

Due to its fragmentary nature and short life,han eyaluationlof the. -
. ! - . ' : ’ R
merits of de1nst1tut10nalrzat10n seems less approprlate than analys1s

of 1ts components. Dror (1968) prqposed several methods of analyzlng

publlc policy such as h1stor1cal ahalysls ofxdetalls of a single pollcy,

. d’
1dent1f1catlon of emerglng problems and trends extrapolated to meet )

future needs, the use of.a case" study approach that focuses on/a
substantlve area within the polrcy, 1dent1f1cat10n of key people
responsxble for. pollcy development in'a spec1f1c area.:or comparlson
lof publlc pOllCIES from.the comblned perspectlve of economlcs and )

' polltlcal sc1ence. An h1stor1cal analysls of slgnlflcant events of -

!

de1nst1tut10nallzat10n seems feaslble in reveal;ng several elerents of

o
<t
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this major;social movement.:‘This approach to policy analysis focuses

“upon whatJDror'refers to as the key'peoplelresponsible for the develop-
ment. and management_of public policy. Unlike the several reviews to
date on this same topic, this review will be presented in historical
terms and through an analySis of the five major participating groups in

.pubiic\policy including: a) legislative contributions, b) executive

3

‘contributions, c) judicial:contributions, d) interest group contri-

.butions, and e) government workers contributions.

Historical Analysis of Deinstitutionalization as a Public Policy

“

In reViewing ‘the ma)or mileStones of deinstitutionalization, .

' Dybwad (l972) and Lippman and Goldberg (l973) categorized each of the

last three decades by a predominant force. Thus, the,l9SOs were noted.v_"'./.t'~

o

as years of legislative action, the 19605 were marked by executive
directives, and the 1970s represented an era of litigation and judicial'
decisions.' | | |

| IThe definition fof"the movement of{large"numbers of ﬁentally
retarded people from public reSidential facilities to community based

——

-alternatives was»debated long after the process was underway. - Several

:writers during the 1970s displayed astonishing diverslty in defining )

. the phenomenon known as deinstitutionalization.

N One of. the earliest explanations of the term was offered by Francis

-

X.. Lynch, Director of -the DiVision of. Developmental Disabilities,

Department of Health, Education, and welfare. In a memo dated B

[




June 11, 1974,_Lyﬂch stated: . . . T ' .

Deinstitutionalization is a federally coined term used
to characterize one of the Mental Retardation-goals
expressed by President Nixon in November 1971 (of
reducing by ong-third*the census of state institutions
for mentally retarded people).

A recent definiﬁion of deihgtitutionalizatibn is similar in scope.

.-Bradley (1978) stated, "Deinstitutionalizétion is the means of removing .

persons frdm institutional programs and placing them elsewhere" (p. ix).
* Other writers have elaborated upon this explanation. Among them
was Horejsi (1975) who defined deinstitutionalization as both:a goal

and a process. The goal was based on President Nixon's recommendation

that at least one-third of thosé residents in public.;esidential'

‘faqil;tiesvfor mentally retarded peoﬁle could live in community
;esi&éntial facilities.\AThe p;oce#s componenf of Horejsi's definition
was delineation of'four;inée}rglated activitigs, the first three qf
which were set forth by ;hé_National Associétion of Supenintehdents of
public Residential Fagilities for the Mentally Retarded (1974):

1. prevent admission of péople to public reSidential'
facilities by finding and developing alternative

community residential facilities; ’ :

2. return to community residential facilities all
public residential facility residents who have been
prepared through programs of habilitation and
training to function in appropriate local settings;

3. establish and maintain responsive residential
environments which protect human and civil rights.
‘and which contribute to expeditious return of the
individual to normal community living whenever possible;

4. promote public acceptance of retardéd persons as
neighbors, employees, and citizens possessing their
human and civil rights. (p. 5)



HoreJSi cautioned that deinstitutionalization should not be construed to

H

mean- institutional reform (modificijfon‘or improvement of attitudes,
philosophy, policies, utilization of resources, and financing to asSist
mentally retarded individuals), nor should it be confused with decen-

tralization (breaking“up large-public residential facilities into .

-

smaller, more manageable units) .

v
' Bachrach (1976) expanded the.definition of deinstitutionalization

to three components stating that it was a process, fact, and philosophy.
She argued that the process of deinstitutionalization was the
"eschewal, shunning, or avoidance of traditional institutional settings

and the concurrent expansion of community based facilities" (p- 1).

Deinstitutionalization as a fact refers to the nationwide statistical
' evidence that use of state hospitals has decreased while community

residential facility alternatives have expanded. Finally. the
/

_ philosophical'basis of deinstitutionalization reflects the ideology of

the times. Bachrach c¢ited both "the strong civil libertarian emphasis

"on the rights of mental patients . . . with the emphasis for ameliora-
y : . ) .
.tion (moving away from) the’individual and toward modific?tion of the

environment" {(pp. 5-6). : .
~ The discourse on definition of deinstitutionalization is primarily
limited to researchers and government officials charged with inter-

pretation of laws and executive orders. In contrast with this limited

«

scope of activity, the chronological events leading to the public

!

policy of deinstitutionalization involve at least five basic contrib~

1

uting parties. Table 1.1 presents a chronological summary of events

’ |
28 o /




9 '
ffom'mid-lgth ceﬁtuiy'with idéntific&fion of the contriﬁuting source
proV%ged,in‘severél columns labeled leéisigﬁéve; éxecugive, judicial,
. inferest groupé{ and government ﬁorﬁéﬁg. | ‘

The legislative cont;ibutions refer to acfion by‘the U.S; Congreés.
antral_ib the commitment of the government to aid dependent people has
‘been the annual exﬁgndiﬁure of public funds for institutions and other
residential'alternﬁtfves. Appfopriation of funds is a legislative
prerogative tha£ has shifted fro; primériiy a state responsibility to oy
';.shared venture with the federal‘gévernmentr p;rti;ﬁiarly dufing the
1970s. | o o |

ﬁkecutiva_contributions refer to ;residentialiinitiatives in
'issuing.ExequtiQQ orders;Aappointing éommissiops fo study the needs of

!

mentally retarded people, and'presenting leg;slative recommendations

to Cpngre;#.
| Judges can and do @ake pubiic policy by extracting applicable
principles from previoﬁs case law, principles from the U.S. Constitution
aﬂd.federal law, and ofﬁep_interpreting ihese p;&nciplés in the context
of core social values. iThis approach is upique from the other methods

of formulating public pJFicy since judges are charged with the responsi-

' bility of insuring laws are uniform, impartial, and devoid of prejudice.

The core social values that judges call upon such as equal justice,

right to treatment, protection from harm, and the right to reside in
the least restrictive environment have partiéular significance for
deinstitutionalization. Table 1.1 presents several landmark decisions

_thhﬁ assert the_constitutiqnal rights of mentally retarded peaple.
n

¢ ’ ‘e
¢ [N
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Table 1.1 "

icies toward Residentisl Servaces and Dnnlntunomhution'
in the United States ) :

g

-

1950

Lelegielatore; E=Execu

the Amsrican Association on Mental
Deficiency which called fors

1) provision of adequata and suitadle
fecilities and provisions for the cara and’
training of the mentslly deficient;

2) community placemant and supsrvision of
suitable institutional and special cless
trained children as long as they can and
do adjust to community life. .

Aperican Associstion
on Mental Deflciency,

tivess JeJudges: ImIntsrest Groupe; GeGovernment Morkers

30

Yesr _ Event .Agency/Indivadual L £ J G Reaference -

1850- Ere marked by the belief that mantally Edouard Sequan,: x Sloan & Stevens. 1976,

1875 retarded people wers cepable of lesrning President, ABerican p. S: Wolfensberger,

_ end could be cured by speciel treiming., ~ Association of - 1976,-p. 69.
. Sof00 3 wedicel Officere of
"+ Amsrican Institutions

1875- Considerable svidence that mentally . Frederack Kuhlmann,- X Sloan & Stevens, 1376,

1900 retarded people could not be cured by Presadent, American p. 171. ’
special treaning. The concept of the Agsociation of
stata school changed té the ides that it Medical Officers of
was an seylus for incurables. Soma pupile American Institutione
krewm as the "untreinables” wers fegerded
& people who would remain in 1ngtitutions
&l aever return to the ity.

1893 Fernald proposed & financial basis tér Welter E. Fernald X wolfensberger, 17°¢.
building more iRstitutions, “This special p. 62. -
cars (given by inetitutions] ie now .
gecognized 88 not only charitable. but - .
sconomicel and conssrvative. Each
hundred dollare invested now savée‘a
thousand in the next gensration,”

1900- State schools abandoned origanal Fredsrick Kuhlmann, x°°  .Sloan & Stevens, 1¢7%,

1925 objsctives and beczme stats inetatutions Presadent, Ameracan p. 172,

- for .permanent commitment of mantally Association on Mental
retarded persons. Industrisl treining befaciency A
programs expanded. Era sarked by intro~ ool y
duction of intslligance testing sOvasent . : //

1916 The annual cost per residant hoversd W. §. Cornsll. x folfensperger, 197¢,

‘ batwesn $150-200 during the late 1800s Netionsl Conference Tpr 686, '
lesding Cornell to observe, “until-we get of Cheraties and
tha per cepits cost of the ‘high grade Corrections
fesbleninded' down less than 3100 per yeer. ' -
thers will ba objection to their, .
segregation of the grounds of expenss.”

'1925- | Alsost avery state supported st least one rrederick Kuhlsann, \ X Sloan & Stevens, 197,

1950  institution. The number of residents President, Asefican p. 172.
increased from 25,000 to 80,000 duraing Asgociation on Mental
this pericd. The colony plan wae intro- Deficisncy
duced as well es the idea of parole and '
sxtrs institutionsal care. K

1946 National Mental Keslth Act\nublhmd U.$. Congress X Genersl Accounting
the Mational Instituts of Nanta) Health ’ - 0ffice, 1977, p. 204.
and provided grants for cosmunity mental . '
health services.

195 The National Associstion for Rstarded . board of Directore, X Nationsl Asscciation
Citizens was founded., One of the primary Hational Associstion for Retarded Citizens.
si1essions vas. "to prosots the genoral . for Matarded Citizens 1976, p. 3.
welfars of the msntally retarded of ell '
ages sverywharet at hows, in the coamunity.
in inetitutions, and in public, privets.

_ and religious schools.”
Midcentury objectives were sstablished by| Executive Council, X Sloan & Stevens, 197¢,.

p. 205, .
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" : . " “table 1.1 (couunuod-z)

in the United States

Humncu Mnu anruun Public Policies toward lntd.nnu Services and oun-nzuuomnuuon

Yeat

1950-"

1954

1954

1955

Lvent

Agency/Individual

Reference

The National Association for Matarded

Citizens conducted & mases communication

caspaign educating the public about
mentally retarded peopla. This led to
the first Presidentisl Proclamation on’
the issue by Dwight D, Eisenhower.

" Two trands were idantified by the

President; Amsrican Associstion on Mental
Deficiency: (e) the increased emphasis
on sducation and training of mentally
retarded residents and (b) the increased
proportion of seversly retarded residents’
in stats schoole., MHe cautioned &ge.nst
both trends citing that “medicine, not
aducation will find tha final answers.®
He also advised that soney for ressarch -
should heve priority over spending funde
on seversly retarded residents. \

. Apsrican nibc.luton on Mental Deficiency

Presadent. Gale M. Walker, criticized the
status of residential cere provided to
mantally retardad peopls. MHe cited the
types of names used for institutione:

_.——ths need to build home=like settings; and-

1961

1962 °

the barren, unattractive interiors. Thers
weras critical shortages of bed spacs and
personnal st that tims. Thc care of the
mantally retarded person has been .
pnnnl.y politicelly expedient rather

‘than what i3 profsseipnally possibls. e
" also noted that the Maticnal Association

for Ratarded Citizens was influencing ,
policy mors than: the Amsrican Associstion
on mental Deficiency.

The Preeident of the American Associstion

on mantal Deficiency noted that in several

states "thers is evidance of political

"interfersnca in institutions, especially in

L £ J I G
Mationsl Association x X

for Retarded Citizens
and President Dvwight
D. Eissnhower

Arthur T. Hopwood, b4
President, American ’
Association on Mental

Deficisncy !

Gale M. Welker. X
President, American
Asgsocietion on Mentsl

-Deficiency

Arthur €. Westwell, x

" President. American

Association on Mental
Deficisncy

areas of -staffin~, operation. and admiseion.”

£. L. Johnstonas, Presidant. Amsrican
Association on Mental Deficisncy advocated
that institutions should have thzee ;m-
sions--gessarch, training, and permansnt
care for adults vho would make industrisl
contributions to tha institution and etate

‘thet protected and trained them. The same

1des had been prusentad by the President’s
facher in o eiailar sddrese in 1928.

Raport of Presidant’s panel On Nental

‘Aetardation entitled A _proposed program

for national sction to cosdat mental
ratardation contluded that state institu~
ticoe should upgrade the quality of
services and local communities wers
sncouraged to work with fedaral and stats
sgencias to provide cosprehensive,
comaunity-based ucuxuu and sazvices.

The Presidant’s Pirst Separate Special
Nessago to Congress on Mentally Ill and
Mentally hetarded called for 8 uuoul
progzams to combat both conditions.

Zdwaxrd L. Johnetons, X
Prasident, Amsrican

Associetion on

Mental Deficiency

_President John . X

?nmdy
President John T.

Kannedy

lsleqgieletore; BeRrecutives) Jwjudges; IeIntsreet Groups: O=Governmant Workers

33

Lippmann, 1976, p. 96.

Sloan & Stevens. 1976,

p. 216.

Sloen & Stevens. 1976.
pP. 219. ’

Sloan & Stevens, 1976.

. P. 328,
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Table 1.1 (;ontlnuod-))_

n-:o:u_:u'tvcnn Comprising Public Policies toward Residentisl Services and Dainstitutionalization

in the United States

Y

*

-Yeor

1963

1965

1970

1970

1970

L 2 J 1 G

“

Rofe nl‘i"co

fvant

i gongxétndlvidu-l'

nantal Metardacicn Pacilities and Cosmunity U.$. Congress.
‘mental Weslth Centar. Construction Act of

19¢3 suthorized funds for construction of

community based mental heslth centers and . .

_ facilitiss for the mantally retarded

(PL 88-164). 1

American Associstion on Mental Deficiency Willias Sloan,
Presidant Sloan warned sgeinst the Prasident,
problams of overgensralization,

wers inhersntly bad. "It might be trus,
but it was not certain.” atated Sloan.

Senator Robert F. Kennedy toured Willow- U.S. Congress
brook Stats School and his shocked resction

qeined mass medis COvVerage. “We have @

situation that borders on's snake pit..

the children live in filth.® -

Social Security Amendmants of 1965 enacted U.S. Congress
both the Medicars and Mediceid progra $. .

Pederal Assistance to State Opersted and U.S. Congrescs
Supported Schools for the Handicepped

suthorized federal grants to states for

sduceting handicapped persons in state

schools.

Vocational Rehabilitation Act Amsndments U.S. Congress
of 1965 suthorized construction of community '
residances for mentally retarded persons

receiving vocetional rehabilitation services

in sheltered workshops (PL 89-333).

Exscutive Order 11280 sstablished the Presidant Lyndon B. .

President’s Committes on Mental' Metardation Johnson

Mancal Retardation Amandmants of 1967 U.s. Conqgress
suthorized staffing grants for cosmunity :

fecilitiss for mentally retarded peopls

for e Sl-month period (PL 90-170).

Anerican Alnocﬁ:icn on Mantal Deficisncy RAichard Xoch,

prasident Koch boldly proclaimed that the Prasident, American

large, isoleted sedical facilicy for the Associstion .on
sentally retarded was a miscake. He also Mental Daficiency
arqued that services for ssntally i11 and

mentally ratarded residenta should be

separated.

Developmental Disabilities services and u.$. Congress
Pacilities Construction Asendments of 1970

provided formula granta to states for .

comprehensive planning. The Nouse Cosmictee

urged improved institutions and development

of siternative community besed residential

facilities and day care programs (PL 91-517).

Asporv of tha Prasident’s Task Force on the Presidant Richard
Mentally Handicapped placed emphasis on M. Mizon -
community based care and oxpanded coverige

of mantally disablod persons under Medicare

and nedicaid. . e

Housing and Urban Dsvelopment Act requized U.$. Congrese
HUD -to encourage dsvelopment of residantial -
ssttings to accomandata spacial noeds of
handicapped persone (PL 91-152).

]

Lelagislators: n-mcuu{u. JaJudges: I=interest Groups;
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American Associstion
particularly, that large institutions on Mental Deficiency

GeGovernasnt Workezs

P. 248.

Gensrel Accounting
office, 1977, p. 207.

$losn & Stevens, 1976,

Shesrer, 1976, p. 114,
1

Genersl Accounting
office. 1977, p. 207.

Genersl Accounting
Offace. 1977, p. 209.

Gansrsl Accounting
oftice, 1977, p. 210.

Gensrsl Accounting
office., 1977, p. 210.

General Accounting
office, 1977, p. 210.

$loan & Stevens, 1976,

p. 270.

Gensrsl Accounting
office, 1977, p. 211.

‘Genersl Accounting
rriice, 1977, p. 211.

.

Genersl Accounting
office., 1977, p. 21l.



; Table 1.1 (continued~4)

- Hasgorical Events caqnunq Public Policiss toward Residentisl hrvlcu and Deinstitutionalizetion

in the United Stateo

n
Year Lvent

Age g‘!ndlvldull l. L J ! G

Reference

Presidant Richard

197 Presidential Statement on Nental Netar-
M. Mixon

dation sstablished & national goal of
‘Teturning one-third of 200,000 msntally

, retarded peopls in public inscigytiona to
resadentiel placesents in the cosmunity.
The Justice Department was directed to
initiete action to strengthen full legal -
raghts for msntally retarded pooph.

19708 Advances in beshavioral uchnol.oqy and its University ressarchers
* application to tsaching mentally retarded such as ». r. Skinner
pecple aided in advancement of training
of independent living skille necessary
for placemsant in cosmunity settinge.

1971 Amandsents to Social Security Act
authorised residsntiel care in "Intermediate
Cars Facilities” under nediceid (PL 92-22)).

u.s. Conngpn

1971 Pennsylvania Association for Ratarded
Citizens v. Commonwealth of Pennsylvanie
was a landmark decision affirming the .
handicapped child’s right to education at
public expense and his right to certain
P dural or due p -safeguards.

1972 Assndments to Social Security-Act-estab~
. 'lished Supplemsntal Security Income
‘ program to fedsralize and standardise etate
sssistance programs for the aged, blind,.
and disabled (PL 92-603).: ‘

U.8. District Court

Uu.$, .Congress

972 wyatt v, Stickney ruled that menetally ill U.S. District Court
and mentally retarded Pecpls heve &
constitutional right to treatmant in the

~ lfur. restrictive setting necessary.

1973  The normalization Principle was dsfined as Wolf Wolfensberger
it applies to.residential services. The .
* Mational Association for Aetarded Citizens
premulgated this principle widely.

1973  Rehabilitation Act of 197) geve priority
for vocational rshabilication services
to the most seversly disabled firet. '
sSection 504 of this sct prohibite discrimi- -

_nation against handicapped peopls.

u.s. Congrese

1974 Rahabilitation Act Amondments of 1974
aucthorizsed & White House Conference on
Hardicapped Individusls and established the
policy that sll lsvels of government should
work to enabls handicapped individuale to
live independently and with dignity.

v l.'cmlqnu

1974  Housing and Conmunity Development Act of  D.S. Congress
1974 changed the progras definition of MWD
‘to include davelopmentally disabled paople

(PL 93-38)) .

1974 wolsch v. Likens in Minnesota affirxmed U.S. District Court
chat sentally. retarded people have a o '
constitutional right to treatment and in
the leset restrictive alternative..

_ ~1974  U.8. v. Solomon was the firet class sction U.S. District Court
- , suit inisizicd by the U.S. Department o!
Justice on behalf of mentally rotarded”’
" peopls in instituticrs tO receive
-trastment.

LeLegislators; - Esixecutivess JeJudgee; I=Intersst GIroups GeGavernment Workers
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Ceneral Accounting
office, 1977, p. 212.

K

Horejea., 1975, p. 7.

Ganezal Accounting
office, 1977, p. 212.

. Braddock, 1977, p. 14,

Gensral Accounting

office., 1977, p. 211J.

Gensrsl Accounting
office, 1977, p. 21):
Gilhool., 1976, p. 169.

Wolfensberqger, 1972:
Horejei, 1975, p. 8.

Gensral Accounting
Office. 1977, p. 214,

Gensral Accounting
office., 1977, p. 215.°
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Gensral Accounting
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Genaral Accounting
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Gensral Accountang
office., 1977, p. 216.
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- - fable 1.1 (wnumnAd-S)_,_

Historical lvcnu/ounq':’uutnquubup liciss toward Residential Services and Dolnuuunom%_xunon s,

in the United Statss

Ysar

1974

1974

1974

1978

1978

1978

1978

1978

1976

1976

' presidant Rosen, Amsrican Association on David Rosen,

Refersnce

- - N :
Event ' ~ ___Me _n_cx‘!ndlvldunl L B J I G

~%

Mental Deficiency, notad the number of . President, Amsrican
1 ed dischargss from inetitutichs to Association on
commmity facilitiss. He advocated limits Mental Deficisncy
on new adaigsions to institutions and C : &
crsative planning for future living . "
altarnatives. “The setting that may seem -

appropriste today, may bs too regtrictive

tomorrow.® - L o

Exscutive Ozder 11276 reaffirmsd the Prasident Richard X
national goal of returning one-third of M. Wizon

the mentally retarded résidsnts in
institutions to community settings.

. presidantial Statement on Nental Aatar- President fuchard . X

dation pledged tha fedoral governmsent'’s N. Nixon
initiative in finding suitable housing

for ratarded adults but urged local lsvels

to provide the real hslp.

Social Services Amandment of 1974 u.s, Congrass x
(Titls XX) becama the sociel services .
program sstablished to help dspendent . ...

pecpls’ (a) achisve or maintain: sslf

sufficiency, (b) pravent or reducs

inappropriats institutional carse, and

(c) secure institutional care only when

appropriata.

Developmantally Disabled Mll’l,uﬂdd and U.S. Congrass X
Bill of Rights Act required states to pre- )

pare plans outlining Comsunity alternatives

to institutiomalization (PL 94-103). :

- Zducstion for All Handicapped Children Act U.S. Congress X

of 1975 (PL 94-142) authorized handicapped
children to raceive a fres appropriata . ,@
public education to mest individual needs 3

. in the least restrictive envircnasnt.

New York Btate Association for Retarded u.S. District Court
Citizens v. Carsy ordered. that rssidents
of Will dbrook had a itutional right
to treatment in the least rsstrictive
setting. It also ordered reduction of the
Willowbrook population and concurrent
dayelopmant of community placemsnts.

-

Horacsk v. Emon ordsrad reduction of U.S. District Court X
Mebraska's institutions and sstablished : o
three year 9oals to sccowplish the

reduction.

General Accounting Office issued 8 rsport ~ Ganeral Accounting
based on 18 aonths of investigation office
designed to assesn the impact of federal

programs on deinstitutionalization. The’

report noted that deinstitutionalisation

prograns wers oftan teo piecemsal and .

fragmented tO ensure service delivery in

the least réstrictive setting.

0°Connor v. Donaldson sstablished grounds U.S. District Court X
for-commitment sither as (a) dangar to calf ’

or others, or (b) incapable of surviving

safsly in the community with family or

friends. Also guaranteed.rogular review of

nacessity for resident institutionalisation.

This case recognizad the full coastitutional

rights of handicapped citizans

Lelegislators; Begmecutivess Jeludges; IsIntarsst Groupe; OsGovernsent Workers
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Slcan & Stavens. 1976,
p. 208,

Gensral Accounting

‘oftice, 1977, p. 216.°

. Gensral Accounting

Offics., 1977, p. 217.

Gensral Arcounting
Ooffice, 1977, p. 217:

Mote, 1976, p. 49.

Gensral Accountinj
Offics. 1977, p. 218.

Gensral Accounting
Offics. 1977, p. 219.

General Accounting
Ooffice., 1977, p. 219.

GCensral Accounting

. Ooftice., 1977, p. 221.

Braddock, 1977,
pp. 16-18.
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" fable 1.1 (continusde=s)
1d e

’ . in the United ‘States

o

. Historical Events Cosprising Public Policaise toward Residentiel Services and Desnsticutionalization

1977

1978

1978

1979

* public residsntisl facilities was under-

L £ J 2 G .M!cuncc

Mentally Ratarded regulations wers
_promulgated in 1974 and became operational and Welfare
in March 1977, The result.of these .
regulations sccording -to Bradley, “In order
to Baintain Nedicaid support for thair
institutiondl systems, states are being
‘forced to accelerate the: movessnt of clients '
out of institutions in order to: concentrite
limited stats financial resources on tha
-improvemant of physicsl facilities and staff
gatios for those residents who remain.”

Halderman and the United States V. Penn= U.S. District Court

huzst State School and Hospital held chat
residents of Pennhurst have a right under

the due process clause of the l4th Amend-

mant to habilitacion in the lsast

restrictive setting. The court also held

that mentally retarded psoples should not be
segreqgated in an fi.atitution that does not

seet mininially adequats standards. In

march 1978, the court ordered that suitabls .
community living arrangements msust be pro-

vided as well as indavidual habilitacion

plans. In effact, Pennhurst was ordersd to

close. :

lorida passed the Retardation and Pre-
ntion Act placing priority on community lagislature

based programs: = .. unneceosarily placing .

$1nnn in large, state institutions, are

\Imrnlonnbl.y costly, are ineffective in "

bringing the ind,vidual client to his or

her maximum potential., and are in fact Y

debilitating to s great mEjority of

_clients.®

A new defiaition of developmantel U.8. congre
disability eliminated the delineation of

handicapping conditicns--mental '

retardation, cersbral palsy, spilepsy, and

autism and replaced the categorical

approach wath a broader definition.

S
National aail survey of community and
Minnesota
taken by the Developmental Disabilities

project on Residential Services and. -

community Adjustment in 1977. Resules

publashed in 1979 Im:od a dramatic increase

in community residential facilities (sec

ragurze 1),

et - -
N t
Y yeap. Event : ! ;- Agency/Individual
e ————— - 5 0 n
1977 ~Medicaid Intermediate Care Facility- ‘U.8. Departmsnt of

Nealth, Education.

florida State / X

University of

Bradley, 1978.
pp. 6-7.

President's Committee
on Mental Rstardation,
1970, p. 16. ’

‘Nataonal Center for

Law & the Handicapped,
1978, p. 13.

National center for
Law & the Handicapped,
1979, p. 3.

Devslopmental
Disabilities Project,

© 1979, p. 2.

enmmm—

LeLagislators

~

™~
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Interest groups representzng both profe551onal and ‘consumer

/
/

'functlons of re51dent1a1 care in the Unlted States often prec1p1tate

and cause government actlon. Two groups, the Amerlcan Assoc1at1on on

I N

- Mental Def1c1ency (AAMD) and the Natlonal Assoc1at1on'for letarded

o //

Cltzzens (Nggc), represent the day to day 1eadersh1p ‘of groups most

"concerned with re51dentlal care for mentally retarded people. The

/

\FecapltUIation of historical events from 1850-1950/from the viewpoint
S o | S '

‘of the American Association on Mental Deficiency %ets an appropriate

.' rr‘/ ’ -

-‘ . . ” /‘ v’. .
| backdrop for a closer review of events,during the last three decades.
P . i

Government workers are respon51ble for the/melementatlon of

publlc Pollcy through 1nterpretat1on and promu{gatzon of regulatlons

/

related to public law. several departments in the United States share

responsibility for any public.policy,'and iq/the case of residential
: /“

care for meﬁtarf§.retarded-people there arefat 1east "135 federal

programs administered by*ll méjor departmehts and aéencies"vresponsible
g o o I ‘ N

for aspects of deinstitytionalization (Geheral Accounting Office, 1977,

p: 184). R - S

i
/.
/

‘Outéomes of Deinstitutionalizatioﬁ: Cost as a Critical Problem.

-~

~ ’

Blatt, gden, Biklen and Taylpr (1976) suggested that if the.
publlc pollcy of . de1nSt1tut1onallzatlon was not reconceptuallzed, the
movement would fall as a result of 1nert1a or backlash. Bradley (1978)
asserted that deinstitugionalization as a public policy'has'reached |
ladolesceht maturity reetrained’from further'deueloement by "lack‘of a

-systematic or integrated approach-to-the:improVement'of programs.for
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developmentally disabled peﬂsons" (p. 7) Braddock (1977) similarly ’
charged that federal action# to date should only be considered as ad

hoc outputs ot public policy. -
The federal stance toward deinstitutionalization is
"inchoate, ‘evolving piecemeal, and the .actiohs we
highlight lack necéssary cohererice to be described

. accurately as a federal "policy" in this area. '
;(pp. 10-11) . . :

Dozens of unintended putcomes have emerged during recent years to

indicate growing discomfort with the: policy of deinstitutionalization.

¢

- ;Bradley (1978) enumerated the followxng llSt:

-Parents have expressed some insecurity about the
stability of community services. : %

-State and local governments have complained about the
need to use several funding sources in a piecemeal
fashion all of which have “requirements" or require
categorical funding. .

-=State institution employees have become angry about
job insecurity and loss of work issuing propaganda
that proclaims institutions are better able to provide

care and stability to residents than private, \
proprietary agencies. .

. =Accountability fluctuates when several, smaller
facilities outnumber the monitoring capability of
‘'state agencies.
~-In some states, the role of the private sector is ,
avoided and private, proprietary facilities are
prohibited. (p- 9)
One of the most prominent obstacles in development of community
residential alternatives has been funding (Popp, 1978, p- 37).
Although several landmark judicial decisions have ordered massive

changes in the delivery of services to mentally retarded residents,'

litigation,does“not insure appropriate services will be available.



: ’ - .18 :
‘Legislators have not always appropriated funding to match the intent

or requirements of judicial orders. .

+ Bachrach (1976) obserued, wthe deinstitutionalization movement
seems to be encounterlng flscal problems" (p. l4f:‘hConcerns about the
financial plight of de1nst1tutlonallzat1on are plagued by 1nadequate

data related to the costs of residential care AKirk & Therrlen, 1975).

1

\
Econom;c con51deratlons have paramount importance to the publlc policy

N
" of de:Lnst:Ltutlonallzat:Lon but have received little attention by researchers
\

(Brulnlnks, Thurlow, Thurman, & Florelll, 1980; O'Connor, l976) As a
result of this neglect, the Pre51dent's Committee on Mental Retardation
(l976) found‘it’impossible to gather comparable state“information on
the costs of services to mentally retarded people: |

Amazlngly little natlonw1de data is available £ro¢m which

program trends can be extrapolated and impiications drawn.

. . . And yet, everyday decisions on the allocation of ’ .
public resources are made by national and state policy- : o
makers based on little more than rudimentary assumptions
about what is happenlng in the field. (p. 1)

Opinions about costs of residential services abound, “while rigorous

stud1es remaln difficult to desxgn, lmplement, and evaluate. 1In

1
!

addition to methodological problems, Intagllata, Willer,  and Cooley
' (5979) noted that thls pauclty may be due to reticence of researchers
who fear discu551on of costs would replace the issue of human r1ghts
in determin;ng ‘the breadth of re51dent1al alternatlves. O'Connor (1976)
d1d not publlsh cost data collected on 611 communlty r331dent1al
facilities,because of mixed methodologlcal and humanltarlan concerns:
Regardless of the outcome of this type of comparison, ,: |

humanitarian concerns and civil xights advocacy may .
oVerride economic consideration. Even if a full range

88
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of community services costs more, human consideration .

is likely to continue 'to be a motivational force and

its effective implementation will require a .knowledge -
of costs to allow proper allocation and utilization of

funds at all. levels both public and private. (p. 34)

“The dilemma’ of moral and economic considerations not only touches
‘upon reSearchers but also manifests‘itself with the other major part1c1~
) pants of public policy. Legislators, executives, Judges, interest
groups, and government workers have all faced and debated the delicate

balance of costs and moral benefits. 'In an era of fiscal neoconservatism,

the allocation of scarce resources wxll depend upon sound planning and

managementapproaches. Cost was identified as an important tool for 3 A
'"program planning, management, financing, and evaluation" in 1977 by
the General Accounting Office (p. 6). Noting that the state of the art

©in determining costs of residential alternatives had not ‘been adequately

developed at that time, the report recommended:

In view of federal legislation and court decisions,
_however, the most important question appears to be

how to most cost effectively serve mentally disabled .
persons in the least, restrictive environment appropriate
to their needs. (p. 6)

Statement of the Problem

During the last decade, significant changes have occurred in the

»approach and delivery of residential services to mentally retarded
people. As an alternative to institutionalization, community residential
._services have expanded rapidly. The trend of substantial decreases in
resident. population of state institutions accompanied by rapid increases y
in community residential placements has been documented by several s o

-

»
.
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recent surveys (Bruininks, Hauber, & Kudla, 1979; Scheerenberger, 1978a,
: ' : : . T

1979) o

The con inued shift of emphasis - toward community residential

«

lternatives w'll depend upon comprehenSive, accurate financial infor-

K%

mation regardin \the relative costs of care in public and community

residential facilities; The importance of this study cannot be over

| emphasized. Knowiedge of expenditures is the first step in under-

N

standing the progress toward implementation of deinstitutionalizaticn

as a public policy.\ As Caiden (1978) aptly summarized, "Expenditures

' represent the difference between lip service and hard fact" (p. 4).
Up to the present time, there are at least three major issues that
" remain unknown about costs of residential services. - . : ;

1. There is no national descriptive information about the costs

I

of community and public residential care (PCMR, 11976; Caiden,
1978).

2. There has beenhno comprehensive study of single factors.that
are associatedyuith”the cost oflresidential'care. The studies‘

. compieted thus far tedd to focus only onrone"or two variabies.
rather than an estensive analysis of locationai; organizational,

' and resident dinensions. | SR - o

3. Cost function modeisfin education and health care areas have
not been adapted for use in cost studies of residential | |
facilities for mentaliy retarded people.' Little attention has‘
been. paid %ovthe relationshipsrthat may exist among and
between a ﬂarge set of predictors,‘such.as'iocational,

; b : .
* I o

j}iﬂ p_.; A f '.% -'4!}'



the current study affords.

o a1
. organizational, and resident variables, and the cost of
residential care for mentally retarded people.
These three gaps of information serve as_the.basis,of this study.
The pu;pose of ‘the present'investigation is‘to'approach the topic of
costs from a public policy perspective. Government officials require

cost informatlon for evaluation of past efforts toward deinstitution-

alization and for future planning of expanded resxdentlal alternatives.

The first 6bjective of this study is -to prdvide a descriptive’profile

of the natlonal patterns .of "revenue and expenditures of community and
public residential facilities durlng 1977-1978. Evaluation of the
efforts of delnstltutlonalzzatzon depends upon an accurate picture of
current revenue\and expenditures. No national study has ever been
previously completed which provides the detailed p;dfile of costs that
£
The distribution and location of residential services are

controlled in}paft'by state rules, regulations, and zoning laws. There

are several\areas open to regulatzon which may or may not affect costs.
Py

These admlnlstfatige’;;tters can be examined in light of. grow1ng con-
cern for projectzng future costs and plannlng for future expansion of
community residential alternatives. The second objective of this study

is to provide an analysis of costs by locational, organizational, and

resident variables. . The selection of the factors is guided by

philosophical, iegulatory, and research concerns regarding the size,
staffing patterns, and location of residential facilities. Government
officials can regqulate and manage residential facilities by directly

manipulating each of these. selected factors.

- 45
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The second objective of this study will be to test hypotheses
about the relationship of selected locational, organizational, and
resident'factors with cost. These hypotheses include:’

e
‘Locational Factors

1. Hol' There is no diffﬂrence in the per diem rates of .

residential services located in the four census regions

®
i

(Northeast, North Central, West, and South) .

2. H°2: There is no difference in the per diem rates of
residential gervices located in metropoiitan and
'nohmetropolitan areas.

organizational Factors

3. H°d= There is no relationship between per diem rates
of residential services and size (number of residents).
4. H°4: There is no relationship between per diem rates

or residential services\and the turnover retee‘of direct
care staff. |

5. Hog: There is no relationship between per diem rates
of rssidential services and the staff-resident ratio.

6. hOG:-vfhere is no relationship between per diem rates of
residential services and the index of serVice/staffing
‘patterns. ‘ _

7. Hoq: There is no'differehce in the per diep'ratesfof
residential services and the ogcupancy rate:

8. H;g:_ There is no difference in'per diem rates of com-

: 3\ .
munity residential facilities by type of legal ownership.

\
A\

‘ 42
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9. Hog: There is no difference in per diem rates of com-
munity residential f$cilities by membership in a system.
(A system is a gréﬁp of residentiallfécilities owned‘and
operated“by one parént orgﬁnization.) B
'10. Hdloz "There is no diffetence in the pe;ﬂaiem-rates of
- residential services_aﬂd thé number of years in operation.

'stident Factors

11. Hoy: 'Theré’is no difference in the per diem rates of
residential services énd the ége of residentS'seryed.
12. -H°12: There-is'no differénce in'the‘pef diem rates of
residential services and the level of mental retardation
'qf_residents served. |
13. Hop 4t There is no difference in the per diem rates of
residential services and the proportion of severely/pro-
foﬁndly mentally-retarded résidents served.
The third and final objective of this study will be development of
an explanation‘of cost relationships using a cost function approach.
A cost functioﬁ is the testing of statistical relationships between
. N
inputs or independent variables and cost or the dependent variable
using multiple regression fechniques: Thé input factors will be
sele;ted from three major categories inéluding locational factors,
organizational factors, and residént factors. Results from the second
objective of this.study will be used in making decisions for inclusion
in the multiple regression analyéis. Separate cost function analyses

will be run for public and community residential facilities.
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REVIEW OF L[TERATURE
| / ‘ i
/ / S _ !

Few comprehensive cost.stud;#s have been completed at a national |
* /’ . ) . J

|

|

|

/

!

4

Of those stateé which have issﬁed reports, the scope
y; 4

or state level.
Althoﬁéh underdeveloped, the

' of these studzes is often reStrlcted.
/

exzstzng literature does pfgvzde 1nszght 1nto the design requzrements
|
of future cost analyszs gtudies. To provide: a cohesive structure for /

. p
the revxew of llterature, ‘three maaor categories have been selected.
b) cost

a) cost studies related to publlcfresldentlal facilities,
2

t
i

studzes of community residentiai facilities, and c) cost. comparison
The fourth

v
ot
i

studies of communlty and public residential facilities.

section of thzs chapter W111 focus oﬂ cost functions of human servzces
o i

as-'a model for a third level of analysxs in this study.

Public- Residential Facility Cost Studies

Providing care for mentally retarded people in institutions 1s
Baumeister

expenszve and w111 become even more costly in the future.
(1970) - estimated that "more money is spent on the five - percent of the

mentally retarded people who are 1nst1tut1onalzzed than upon the 95
I : ,
- ;

percent who are not" (p. 22).
Lakin (1979) summarized the everage annual per. capita expenditures

. * S . T
for public :eszdential facilities serving mentally retarded people '
between 1915 and 1978. Table 2.1 presents'these annual per capita

25
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Table 2.1

. - Annual Per caplta Costs for Residenis of Publlc Institutions
_ . for the Mentally Retarded

1915-19783
“ A : "
' Year Cost  Cost (1967=$1.00) Year  Cost  Cost (1967-51 00)
1915 182.52 ‘600.39 - 1952 1112.50 1399 52
s 1922 309.81 . 606.28 1953 1186.83 . 1481.16
1927 304.02 584.65 1954 1204.07 1495.45
1928 300.67 586.10 - 1955 1285.50 1603.02
1929 281.10 547.95 " 1956 1394.34 © 1713.23
1930  265.05 530.10 1957 1507.13 _1787.46
1931 287.85 631.25 1958  1596.47 1843.92
1932 262.57 641.9é. - 1959, 1746.92 2000.22
1933 238.24 . 641.02 /. 1960. 1867.70 2104.90
| 1934 236.87 590.70 1961  1916.12 2138.39
,; 1935 252.22 613.67 E\ -, 1982 | 2033.96 2245.49
1936 259.06 624.24 \ 1963  2130.38 12324.24
1937 278.59 ... 647.88 | 1964  2208.19 2376.01
1938 283.43 671.64 \ . 1965 2361.08 . 2498.02
‘1939 288.05 692.43 1966~/ 2619.81— .  2695.78
1940 291.13 = 693.17 ' 1967 2965.33 2695. 33
1941 287.98 653.02 - 1968  3471.99 3332.04
1942 315.29 - 1646.09 . 1969  3995.58 3638.96
© 1943 347.48 ' 670.81 1970 . 4634.85 3985.25
1944 365.20 692.98 1971 == -
1945  386.11 716.35 : 1972 C - -
1946 433.79 741.52 1973 -- R
1947 527.91 ~ 789.10 1974 9937.50 6728.17
1948 631.38 g75.92 =~ 19715 . -- ’ --
1949 697.72 .  977.51 1976 13052.30 7655.31
1950 745.60 1034.15- 1977 - -
) 1951 807.11 1037.14 ‘1978 18286.65 - 9377.77

arakin, 1979, p. 97.
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costs in both actual and real dollars (1967),.while Figure 3 depicts

%

graphlcally the steady increase in costs.

Conszderable varlablllty in state expendztures for operatlon of
1nst1tutlons was reported by Baumelster (1970). For example, 1n 1966
five states spent less than $4. 00’ per day compared with over $lO 00 per :
day spent by five other states.' Moreover, per capita expendltures ‘were
found to be dependent upon the size of the 1nst1tutlon and the type of

;patzent served. Southern states generally expended the least amount of
money per patient. Baumelster also noted that small 1nst;tutlons had
higher per capita costs than larger facilities. -

Conley (1973) provided‘an eoonomist's Vieﬁpoint on the aggregate
.costs cf pﬁblic fbsidential facilities.. Faced with two serious
probiems of data co;ieotion, Conley relied upon personal.estimation;
First, the number of mentally retarded people served by'residential
programs was not avallable and had to be estimated. Second,'there was
_no meanlngful coord1nation of" large amounts of stat1st1cal cost data.
In partxcular, Conley found that several statistical surveys gathered
information Bdt\yielded no comprehensive, conparablepnationalifigures.

By necess1ty, Conley assumed the follow;ng.‘ a) the average cost
of care for mentally retarded people was the same as for mentally 111

" people when a facxllty served both types of residents; b) 1npat1ent

care in residential treatment centers was twice as costly as outpatient

care; c¢) the average‘maintenance'costs increased in private mental

hospitals,and>residentia1 treatment centers at the same rate as public

mental hospitals; d) the number of mentally retarded persons in
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Years 1915 to 1978, (Lakm, 1979, p 98) .
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privateimental thpitais and residential treatment centers in 1970 was
"agsumed to be equél to the number in 1969; and é’ in order to make
.estimﬁtes of caéital coﬁts of existkng érivéte faciligies, dafa from
"new‘construgtion under the Mental Retar&atioh Construction Program were

used. The average capital investment per patient was slightly over
. S

59,000 but a lower figure of $7,500 was used fd& private residential

'Eggziities because they tended to be located in areas accessible to
o generic services (hbspitals;nlaundries, and'repﬁir shop#) and parti&
pecause they tendeé to use less.expénsiQe construction methods. Coﬁley
appliéd an averagé cos;-of'$15,000 per bed to estimate the c&pital
K value of public institutions.

Conley estimated that the average yearly maintenance expenditures
for resideﬁts in public institgfions to;aled $3,472HEHN1668 and $4,635.
in 1970:' Thesg figures were derivédlfrom direct acéounting of expen-

N,

ditures. Thevanhﬁal figure increased approximately 33% by}adding in’
’Ehé4fent§lu;;iﬁé:6£“iéga;.b;iidings,_equiphent; the value of.unéaid
fesideﬁt wbrk;\éqg.the QAIUe of voluntéer labor. These adjusted annual
m;inteqance expendipyres for 1968 and 1970 totaled $4;$46 and $5,865,
re5pectivé1y. con}e;\astributed the,iﬂcreaée'in per.capita.expenditures
_to thé inclusion éf capigélicostﬁ which are usually excluded from cost
studies and reports of.public‘resiQeﬁtial.facilitie#.

Scheerenberger has conductéd mail éurVeys oé public’resiaential
_ faqiiities under the auspices of the National Associatiop/of:superin-
_tendents of Public nes,_identiai Facilities in 1974, 1976, 1977, and |
1979. ,Financialldata were collected on both the loﬁgvand shof# form

7

49
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questionnaires. .The items on the long fo “included: total operating

cost (perSonnel, other, deprec1at1on), total \new construction or major

o -remodellnq, and per dlem The short form aske for total operating'

\\—cost (personnel, other) and per diem.
Accordlng to the trends reported by Scheerenbe ger (l978a) over
e-half billion dollars was spent in malntalnlng public residential

facilities in 1970. During 1976—1977 this figure had Yisen to almost

\

§$2.4 billion (p- 21). Dur1ng the study conducted in 1979, 174 fac111t1es

,completed the long. form questionnalre and 104 faCllltleS used the short
form which determined only per diem. Scheerenberger (1979) estlmated
the total operatlonal budgets were $3,033, 907 945 excluding capltal .
»constructlon and renovatijion Costs. The . mean per d1em was $60.10 for
fiscal year 1978-1979 cOmpared w1th the mean per diem of $44.23 for
riscal year 1976~ 1977 and $10. 91 for flscal year 1969~ 1970. During
the past decaae_the per érem rate accelerated 451% in public residential
facilitiest-' | }
During the 1977-197§ fiscel year, Krantz, Bruininks,'and Clumpner
(1978) gathered per diem information for pnblic residential facilities
by surVeying state government officials; The renge of per diems varied
from a low of $22.00 (est.) to a hlgh of $116.05. The Southern states
continued to provide lower per caplta expend1tures than other geographic
vregions. The national averaée per day per person cost was_reported as
. $50.10 (p. 25). S i B

Internatlonally, there have been two studies completea on the

costs of institutlons for mentally retarded people in Scotland and

50




lIsrael. -Primrose (1972) . assessed the differeatial costs of inetiru-
tional care for different groups of residents in a 1,325 bed facility
in Scotland:. The purpose of‘the study was.to‘illastrate the variation
in cost wbich exists behind“an "average per-dieﬁ“xfiggre. After
classifying the patients by.age and level df independence, per week
cost-of-care fiéares were calculated for each: group. The'lowest'cest
was reported for adulr males who worked eff the grounds and lived in
hostel arrangements on campus. . The highest_per week cost occurred fer
patients ;n the Admissions and Assessment Hospital Unit. The next most
expensive cost of care was provided eo people in the geriatrieipnit.
‘The author consluded:

Before valid comparisons of cost can be made, like must
be compared with like; crude averages have little meaning
_unless details of what is included are known. (p._626)

—

Don and Amir - (1969) inveetigated the differences in cost Detween
Israeli facilities operated bv the government compared with large
private fac111t1es. Ten reszdentlal institutions constxtuted the sample
(4 government operated, 2 publlc, and 4 pravate faczlltles)" Thelcost
qf.maintenance varied from $89.43 to $99.14 per month with hlgher costs’
paid in institutions providing care to more eeverely_retarded residents.
Government instirutions tended to A ve higher staff-resident ratios, |
hlgher wage rates, but lower food costs. Expenditures on maintenance
and repair varied with Lnternal standards of care and budget flexlbzllty.'
rather than the physical COndition of bpi;d;ngs or the space to resxdent‘
;atio. . No significant‘differences were:fouad in expenditures due to

heterogeneity of resident characteristice (sexs-age, level of

retardation).
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The«siee,of i;etitutions aid vary with costs, but in a curvilinear
f&shion\: In government inStitdtions, the average cost—diminished up to
70-80 beds, then increased upward to 200 beds, then declined after 200
beds. Partial control for differences in cbaracteristics of the popu-
llation occurred in the selection of facilitiss by matching levels of
- resident functioning. |

v _

Ownership of facilities'was also found to influence expenditures
among\the.three types of facilities. ‘éqsts tended to.be higher in
government eperated faci{itiee because 6f.“bureaﬁcratic procedures and-
decision;making, regulations by the Civil Service Commiseioa, strength
ef the.unioa, and discouragement of thrift" (p. 3d). While costs varied
by the type of ownership, the level and quality of serVices did not.

D0n and Amir (1969) reported after careful personal observation that
"the prOViSion of services increased with the size of institutions,

- but the difference in quality of services tended to be small" (p. 39).

A summary of the public residential facility cost studies appears
. | : ' -

in Table 2.2,

Community Residential Facility Cost Studies .

 Few significant studies have been undertaken in the .area of com-
munity residential facility costs. Heal, Sigelﬁan, and Switzky (1978)
offered a detailed review of cost findings and reported that because

of the pOOr quality of ‘data -O'Connor (1976)1e11minated cost analyses

from her reports. _ ;xrw

—



Table 1.1

sumary of Public kowidential Yacility Cost Studies

-

quastionnaires coepleted,

opetating coste. .’

Pblication . Study
Resoarchat ) Date Scope, Rothodology Eaployud Statistical Analysis Peciod kesult Limitativne
Don & Amir 1 Lsrael- Onsile intervievs and  Averequ aonthly cdats per 1964<65 - Monthly cost ranged - Descriptive
4 qovernment,  teview of financial patient were calculated for (roa\§bs.4] - §99. 14 totals anly
lp\lshc w slatements adjor categories such Ay, vith higher coats analysis by
1 private personnel, programing, food, prid in ostitutions, ownarship b
tonidential clothing, ate, Totals verr i only,
" facilition prasented by type of ownership, .
i N
humaister 190 U.5.-pblic Aalysis of cost data Descriptive statistics such ’1910-55 e per CIEIt\A\IIB. escriptive
' residantial collected by 0.5, as annual per capita expendi- by Syr. 1930 § 26 tatals oaly,
facilitios Consus Buresu buss ieported by yuar. Intervels 198 il
from 19201965 190 nl
. 1945 186
\ 1950 L)
1953 1,09
19%0 - 1,660
19} LN
Princome wm Scotland- ~ Onsdee avdit of cost Average wakly costs were 1970 Lovast coet for adult  Descripty g
) pablic racords for ona-veak calculated lor direct cars, malon vho vorked off=  totals only),
rosldantial - pariod vard couts, genaral costs, campus, Mlighast costs analysis by
tacility ' and progean costs. Figures per weak for patients type of
are presented by type of in Maissions and residant,
resident {0.g., "Toddlers," Mssassment toits,
: "Active Boye," “Geriatrics) LT
Conley 19) 0.8, pudlic Malysis of Departaent of  Calculation of direct and 1968, $875 willion public  Descriptive
' institutions fealth, Education, and - indirect costs of public 1970 institution total).  estimates
‘ Nelfaze data nd U5, Inatitutions, Totals © L) billion publlc  for 190 4
\ Concut Buredu reporte . presented, ‘inetitution total, 1910,
Schaaresberger 1978 U.5)266 public  Mail ourvay of all Total expenditures reported)  FY ‘26 §2.4¢ billion totaly bescriptive
‘ ‘ residential tacilition; 22) raported  proportions reported for m $44.2) por dlea torals only.
facilition {inanclel information. parsonnal, capital, and ‘
: \\ ‘ , ' genatal operating costs,
Krants, 1 U506 public  mail survey of state Avareqe cost per dlom reported 1Y '77-  $50.10 U.S. mawn per  Descriptive
brulninks, & midnnﬁm mntel retardation | by state and vaighted propor- ‘78 da, per diems
Cluspnat facilitios ~ coordinatore tionate to nusber of people only.
o reprasented, |
- Schastenbargar 199 0,5.4270 public  Mail ourvay of all fotal expenditures reports; . FY '28- §3,0¢ billion total;  Descriptive
tesidential factlition; 1% lony per dioms and proportion for  '%9 §60,10 por diem”  totals only, °
tacilitles forss and 104 short fom  personnal, capital, & general ' '
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Several_methodological problems hampered collectlon of cost infor:
E mation in the O'Connorgstudy. First, no ComprehensiVe system of
‘ accounting had been developed in group homes so that comparable fiscal
zg_information_conld be gathered. O'Connor attempted to gather cost data
* through a personalllnterview format. Thls approacn failed because °
, local‘accounting_s&stems'were not sophisticated enough to handle the
questlons,.the interviewers and respondents were not accountlng-orlented
and the 1nterv1ewee was not often the most lnformed respondent about
/ the financial aspects of the fac111ty. ‘To accommodate for these on-
slte problems, estimates were accepted during the 1nterv1ew and in
;other cases, local_budget records were submitted and analyzed,after the
‘completed interview to assist ih’providing complete data on the
" . protocols. - o |
~ ' . B ',

As previously mentioned, O'Connor made no statements about the
costswof community residentiallcare because of incomplete data. In
replacement ;or the results{ several excellent recommendations were
presented to urge improved accounting procedures at the local“level as

‘well as the,publication of an accounting mannal (sipe, 1976).

In 1975; Baker, Seltzer, and seltzericollected annual budget
figures from 196 conmunity residences. The average annual budget for
community facilities in 1973 was $56,000 or §4,680 per resident (1977,
p. 205). 1In reporting the results, Baker‘et al. presented annual‘per

1;capita expenditures by prototypic models or types of residential

_programs. The models were defined by size, type of resident served, or

,dﬁﬁpecialized services. Small group homes serving 6-10 residents reported

> N

N
(N




a per capita_budget_of $5,6§Q which was almost.twice as expensive as a-
large groué home (21-40 residents) with an‘annual ekpenditure of
33,380. During that same year, Ehe per diem in public residential
facilities was $24.53 or $8,917 per year per resident kBaker et al;,
1977) .

Heal et al. (1978) ceufioned that comparisons of per diem figures
befween public and community residential facilifies proéosec by, Baker
et al. (1977) were dangerous. Public residential fadilities do.notv
'iqclude caéital costs of land and buildings in the per diem figﬁres.
The cost of rent, on the other hanc, was included in the cost estimates
.provided by cammunity'residential facility administrators. ~Prograh
and\service vosts, however, were.iccluded in tce public residential

v
facility per diem, but were excluded fromkthe-community residential

facility per diemr

Disparity in public and community residential facility data emerges
froﬁ two other.sources: e) differences ihlthe characteristics of_the
poéulation served, aﬁé b) the-effect ofﬁpopulation decline wicﬂin
public,residential.facilities cn fixed costs. In recent national
- surveys of community and p;blic residential facilities (Bruininks,
Hauber, & Kudla; 1980; Scheerenberger, 19735), the populationlserved
in public residential facilities was primarily residents with severe cr
profound levels qf mentel retardation'(75%). This figure contrasts
with 32% of the population in community residential facilities with the
same classificatipn. The degree 6f dependence of residents signifi-

\n

cantly contributes to the differences of cost. The secohd problem



36

~

relates to the rapid decline in number of residents in public residential

facilities. This flux of\numbers causes an acceleration of fixed ?osts

i
i

. that cannot be reduced qulckly. Certain fixed costs such as admlnls—
trative overhead and malntenance of buildings cannot fluctuate with
changes in resident attendance. Thus, as the populatlon decllnes, the
volume.of resident days decreases which drives.up unit costs.
Peat, Marwick, Mitchell & Co. (1976) was commissioned by the

Illinois Developmental Disabilities’Advisory Council to estimate the

cost of designing and operatlng ten various resldentlal service arrange-'

|

\me]ts. The costs 1ncluded start-up flnanc1ng, operating expenses, and
th

capital financial requirements for establishing normalized
residential service facilities.

One of the most lmportant assumbtlons of thls repozt was that com-
-munlty resldentlal fac111t1es typlcarly underpay professional and para-

professlonal staff. If competltlve rates.of pay slmllar to public
\\ S

residential facllltles were paid by communlty resldentlal fac111t1es,

the average daily. cost was estimated to be in the range of $26. 08 to

o

$4l.98. This'per diem range included cap%tal costs and was comparable

\ ‘ .

to the range of per diems in public residential facilities at the tine
. \ '

of the report in 1976. TN

N\,

Peat, Marwick, Mitchell & Co. also found that there was a
generally predictable relatlonshlp in human serV1ce organizations

between personnel:and other direct operating costs. \{he relatlonshlp

varied dependlng Upon- the size of facllltles and compositlon of

\
N

services, but generally, over a long time period with a lérge number

! ' ) \
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of providers, the sal&:y mix of staff persohnel in eéch arrangement
tende@ltoyafﬁ~the ovéfall mean salary for each positién. If salariesi'
showed Qide variability, ig was‘a result o% educational qualifications,

o o~

experience, or the sqpply and demand of the local labor market for
qﬁ&lifigd personnel. |

On ;&smaller scale, the Department of Mental Health in‘Indiana
(1975) prodqud a progresg'repo§t ﬂn ten commun;;y‘residenﬁial
facilities at the request of'the Indiana Legislative‘Coﬁncil. Lower
costs were associated with units offering the least services and the
highest‘funétioniﬁg ;esidents. ‘Differences within apartment units
depended on,resident/characteristics such as functioning level and
independégt.1;yiﬁg.skilis. Differenées within iarger Qtopp hé%és were
éffecteﬁ Ejrrént‘ r mértgag; pa?ments with lower.;ates'reflecting 3
gratis q;fdonated buildings and fufnishings. Those facilitieé which‘
sgrved YGungé;, severely handicapped qhiidren expefienced-hiqher
costs. vPersbnnel éxbenses coﬁsumed thé largest'share of the:bﬁdgefs
rangiﬁg in pfoportion from 32% to fﬁ% of total operating co;ts{ ‘The _ .

- ‘ . ;

" average cost of personnel for all ten agencies totaled 53.2% of the

o

budgets. . ,

r

Heél and Daniels (1978)!compiéted a cost effectiveness analysis of
three e;ﬁmunity alternatives (natural homes, supervised apartments, and o
group homes) iﬁ.;hree counties in northern Wisconsin.  Personal inter-
views were conducted with a representative sample of 29 developmentally

disabled individuals and their residential supervisors to collect data

about the individuals and the facility. The majq; purpose of the study
! : j

i . , ] ;
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was to identify andlmeasure six major dimensions: a) competence,
l

'b) sociai adjustment, c) normalized life style, 4) satlsfactlon, and

; | . [
e) economy. There were two sources of costs, those borne by the

1ndlv1dual re51dent and those pald by society. Apartments were found

_to have the lowest soc1ety cost, the hlghest 1ndlv1dual contrlbutlon.

and the hlghest approxlmatlon to a normallzed life style. On the other

\

A
hand the group homes were more expensive for soc1ety and were less

normalized than apartments. Natural homes were found to be at inter-
mediate levels between these two types of re51dences. Table 2.3

presents the results of this study. .

Table 2.3 -

Means, Standard DeV1atlons, and. Number of Cases
for Three Re51dent1a1 Alternatn.vesa :

.

R}

Individual Cost : . Society Cost Total Cost -
X - sD X sD v X
Group Home  $1,564.25  399.85 - $5,361.00 112.53  $6,925.25
-(n = 16) _ ‘ _
Natural Home 1,423,22 1,417.45 4,576.33 1,751.94  5,999.55
(n = 9) ‘ ‘ ' ) ‘
Apartment  3,645.00 1,617.92 1,833.75 1,174.05  5,478.75

dyeal and Daniels, 1978, p. 3a.

- As noted earlier in this section, O'Connor was unable to publish

cost data from the interview study of 105 facilities conducted in 1973.

s
4 e

Based on that e;perience.O'Connor and Morris (1978) designed a study

ﬁithspecificeﬁpbasis on a specially designed accounting system that
. ) i
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would record accurate cost information for a 12-18 month period. The
second purpose of the study was té analyze costs with facility and

\

resident é@;racteristics (facility location, administrative strﬁcture,

size of facility, and age of résidents).

Qf'the 200 ¢ommunity residential facilities ip HEW Regions IX and
X, 50 facilities volunteered to part%éipate. .No selection was made
;lthough_cértain-strata Qe;e identifiedvsuch as profit/nonérofit owner-
ship, size, adge of residénts, and location. A ﬁour-méﬁfh bilot §tpdy
was conductéd with eigh£ faéilities to test the éccountigg system.
Folloﬁing mipOr changes in the fofms, four yorkshops ware conducted

A

throughout those regions to give training to 50 facility.-administrators.

Follow-up workshops warsz conducted twc- months later. The figal'%ample

size was 29 facilities located in four states: washington (n=8},
Oregor: (#=10), California (n=8), and Arizona (n=3). Of the 29

facilities, 9 were proprieta-y, and ‘20 were honprofit organizations.

The average'size was 24 residents, and“thevaveragé age of the residents’

v

was 25 years. , ' . S

The rezults were'rgported'asvdvgrage mohthly expenses per rgsidenf

by type of operating costs. Relationships were analyzed by correlation, -

one-way anélysis of variance tests and stepwise muitiple'regreésions.
Table 2 .4 preéenés the mean costé per¢g§nth‘per're5idgn£‘by type of'
‘operating cost and capital.pﬂét; The pe? diem Qas $12.80"per person
for operating cbstg ind $2.27 per person for capital.costs;

Teir Variables were selected and une-wa§ analyées of v&rién;es'wére

completed with éowr dependent variables--staff costs, total operating'

€9

e e mae e o
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o ./ | - Table 2.4

" summary of Generic Qperating Costs ahd Capital Costs
' by Resident per Month? ,

Type of Cost : y Mean ' -SD !
staff 5262 -, 8195
Food S - .. a7 ) 13
Utilities , . 19 | 11
' Insurance , ' e 4 ‘ 4
Repair and Maintenance. - 10 L 7

.~ Taxes, Licenses, Fees N\ 4 ‘ 4
Supplies ' o ' 13 : 11

. !

Vehicles : . 14 ' 11
Miscellaneous . K 11 , 15
Total Operating Costs . $384 - $226
Total Capital Costs . ; $ 68 - $ 46 B

i ag'Connor and Morris, ‘1978, p. 28.

.costs, capital costs, and total costs. According to O'Connor and

Morris: i
;ﬁive'variables were significantly related to all four
costs including: state, region, degree of programming,
staff to resident ratio, and age of residents. A sixth
variable, profit orientation was related to all but the
capital costs. Two variables, type of dwelling and _ \
size of facility, were significantly related only to L
capital costs. (p. 44) ’ ' :

;

The only variables that were'not'related’;gfcosts of CRFs were facility

isolation and resident IQ. ) N
» - . ‘ P
The final level of analysis was a stepwise multiple regression to

LS

ascertain the predictive combinations of variables. Results indicated:

. 4 " fThere were probably three underlying factors in the’ l
' data. The first factor which was related to both {

61
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operating costs and total costs, was a combination of
staff to resident ratio, degree of programming, and
age of residents. The second factor which was related
to all three costs,' was the type of dwelling. - The
third factor appears to be the state in which the
facility was located. (p. 58)° - -

In a?gcussing the resﬁlts, O'Connor and'Mo?ris cited staff to
resiééﬁt ratio As a major factor contributing to personnel costs and
in tu%n, expéﬁses consuning the majority of commuhi;y residéntial
facility budgefs. The level of‘pébgramming is related to botﬁ;étaff
to resident ratio and personnel exbenses.‘:Nonérofit facilities tended
to bave higher gtaff to resident'fatios~and levels of prégramming.
Size was relateéuto capital costs with the 1arg§f facilities repofting
higher capital costs. '

Gross (1?78)-anélyzed existiné cést data from bommﬁnity resideﬁtial
studi§s~in Maséaéhusetts and Virginia-using five differEnt‘cost;
repprtihg methods. This study was.#he first-atfempt to deseribe and
catego;ize.cos; fep;rtiﬁg techﬁiqugs apélicable.;o social welfare
létera%uie. | |

Cost reports can vary in response to three baéic qugstiéns:

1. éost to whom? | |
' a)“}esigent .
b) families :
c) service agency '
d) federal government . ' _ .
e) society '
2. what is the object of the cost study?
a)y 'indi'vi.dual |

b) agency j- . \
¢) government level

>
) £
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3. What is the-method of determining costs? \

z \
a) Reimbursable cost reporting coined by Gross to mean

' ‘ \
'.'determination of the level of cost sharing by a specific government

i unit. After total cost is determined for the program under study, all

other contributions are subtracted from this amqunt leaving the
. ’ \_

reimbursement level of the specific\government unit. ‘Mayeda and Wai
(1975) attempted to-:report the share of financial participation as money

'flowed'from the federal government down.. This method has not been

»

. fully developed.

1
! | . _b) Average per person cost reporting,.according'to Gross,’ /

is widely accepted because readers can readily grasp the meaning of the 1

measure. The problem w1th this approach is the inherent weakness in

avéraging across all indiViduals. The objective of" this type of
analysis is to determine the total costs of a program to +he government.

and the total number of people ‘served.

c) Functional cost reporting is an accepted term in the
_'n
literature that means an internal method that separates costs into’

. direct program costs (variable‘costs) and support service costs (£ixed

<

costs) Beatrice (1974) diVided residential costs of Massachusetts
into these two categories in order to pro;ect ‘the effect of rapid
deinstitutionalization (volume change) on cost over time.'

>~ d) Unit cost reporting is also found in the literature

and means calculation of the cost for one unit of service by dividing
. S
the total costs for a service by the total number of service units.

The aifficulties of this approach have been thoroughly expounded by

O

ERIC

Aruitoxt provided by Eic:



'

43

Bowers and Bowers (1976) and include;

(a) lack of service objectives; (b) poor service definitions,
(c) no common language of services, (d) poor unit defini-
tions, (e) lack of data,, (f) no public pricing of services,
(g) the unique nature and composition of human services,

(h) lack of project continuity in experimental efforts,

(i) the apprehension of workers that units of service will
be linked to worker efflclgncy, (j) lack of system designers
who understand the whole of the unit of serv1ce\system, ‘

(k) a lack of support systems in place, and (1) a lack of
information use by management. (pp 11-28)

e) Needs approach of cost reporting is a recent develop—
ment which has no theories and no studies to support its use. The
.method begins with a diagnosticzprocedure of individual resideht needs -
followed Q; a'prescription of services to meet those needs includlng
‘timeline and the appropriate number of units of service. Costs are
then calculated for the pre.crlptlon accord1ng to the type of providear.
EAnderson, Greenberg, Patten, and Flne (1976) have selected 200 elderly
resldents in nurs1ng homes and matched them with 200 elderly people who .
live 1n,the1r own homes. No results havelbeenlyet reported.

."After revie;lnglthe contradictory results.of four cost studies‘on
residential services”(RathbonemMcCuanuet al., l955; Jones & Jones, 1976;
Mayeda & wai, 1975; Beatrice, 19745,,Gross argued that the inconclusive
' findings may be a result of differences in cost reporting methods. By
applylng the flve cost reporting methods to two sets of data from the
'éommonwealth of Virginia alternative living environments for the -.

!

elderly and the Commonwealth of Massachusetts altermative living \
\

env1ronments for the mentally retarded Gross found that outcome varled

with'type of approach used.
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. 0Of the five methods, Gross (1978) found:

There is no one way to calculate costs for such analysis

. . . without full knowledge of the methodological and

behavioral implications of each cost reporting approach,

they are all potentially susceptible to misuse. (p. ?8) c
. ‘ .

; s . . ! N . \ ) . I
The deinstitutionalization movement does not singular}y affect

people who are‘nentally retarded. Persons who are chemicaily dependent,
2 ‘

. . ~ . . . ! . 3
. mentally ill, or juvenile delinquents have also been served in a wide -
array of community residential alternatives. Faced with a|similar gap

in the lack of centralized planning and development of comnunity'options,
little is known about operating costs, characteristics, 'and effective=-

.

ness of halfway houses of psychosocially disabled péersons. The National

’ Institdte_of ﬁental Health.recentl§ sponsored_a‘study to deterniné the
costs.associated'with:thezprovision of’community based residential care.
The purpose of this'study was to examine the differences in costs'as
they relatevto characteristics of disability groups, the type of
R facilities, and the types of services provided by the faCilitiEs.
. One of the first problems encountered bytinvestigators Piasecki,

Pittinger, and Rutman (1977) was the absence of a meaningf¢l classifi=

cation framework:

C ot

Designations stich nS boarding home, board and care
facility, group homé, hostel, or domiciliary care
facility tend to be u_ed somewhat - interchangeably

by different authoriti to describe essentially

the same type of residential service. The same
problems can ‘be observed.ﬁith respect to varying
descriptive terms for halfway house type programs,
e.g., halfway house, sheltered living home, transi-
tional home, rehabilitation house, -as well as for
various apartment-dwelling types of programs. (p. 2)

per
<1
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" Given tnis kaleidoscope of,overiaéping.descriptions, a typology was
. formed using size, type of staff, and scope of services. A second'
.broader framework comprised of three sets of variableszfor statistical
analysis was also designedf The factors were environment (geographical/
location), organizational ettrinutes (staffing‘patterns and services)}
and clisnt group charaqteristids (age and level of disability).

Per diem costs varied substantial;y‘according to the loeele of the
residence. FaciLities in urban downtoWn.arees reported.average‘daily
costs for'1973 at $li.20 while facgilities in rural areas reported costs
of over s1s. 00 per day. Facility costs also varied widely ny
geographlc region. Nursing home costs were lowest in the South ($13 51)
and highest in the Northeast ($21.43). |

Organizational’varfables, particulariy the total expenditure<for ,
staff salaries, was en important determinant of total per diem cost for
res1dent1a1 servxces. 'In-helfway houses,  about SO%fof LD average
faczllty budget was expended on salaries. The presence of full-time
: profesSLonal staff was also an’ 1mportant factor 1n determlnlng the
overall costs of the program. Facxlltles.whlch made extensive use of '
volunEeers and paxaprofessxonals were slgn;flcantly less expensive than
those employzng full- t1me psychologzsts and psychlatrzsts. )

The rank orderlng of per dlems by type of ownershlp revealed that
proprzetary operatlons cost less than $9.00 dally, nonproflt organl-
zatlons operated at a cost of slxghtly over $9. 00, whlle government
fac111t1es/were most expensxve with per d1em rates over $12.00.

—

Generally, facilities operated by governmental unlts tended to report
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the highest‘coet per day, the lowest nunber of residents per unit, and
the lowest occupancy rate.

Facilities offering basic domiciliary services were found to be
iess expensxve than those offerlng educatlonal, vocatlonal, or
qounsellng serv1ces wzth the former costlng $9.97 and the latter .
~averaging $11.36. |

" A brief synopsxs of the communlty residential - faclllty studles is
presented in Table 2.5. ‘The Natlonal Instltute of Mental Health study
completed by Plaseckl, Pittinger, and Rutman (1977) was excluded T
because‘the residents were not mentally retarded. The study by Gross
(1958)_was excluded because’the-purpose:of.the research'was

! .
‘methodological in nature.

! oy

Compariéon Cost Studies of Public and Community Residential Facilities

One of the most carefully deszgned studles of comparlson between

]

community and publlc facilities was conducted by Mayeda and: Wa1
(1975) . The model they'employed aggregated costs oje;'slx direct
variables and one indifect cost variable dnclﬁding: a) “room and board, -
b) attendant services, C) séecial programs; di special profe;sionai
services, e) educational programs, £) euppqrt seivices, end' -
g) general and administrative costs. By analyzing budgete of state
hospitals and regional centers in California, Florida, and'Washington
for a six-month period in 1974 and 1975, Mayeda and Wai were able to

"trace and record the total costs for services provided to 4,284 com-

munity and institutional residents.

i




Table 1.9

Summary of Community Residential Facility Cowt Studies

Study

0'Connor b Morris 1900,

group hoas, spt.)

Ragion IX and X°
39 facllitiss dn
Washington Oregon,
California, and
Arizons

aupervisore,

Pacilities were trained
and asked to submit
standard monthly report of
expensss and ravanuaa for
1 yoar. Site vinits by

* tesearch stafl to collact

resident, bullding, and
personal data,

of rasidential ‘secvics for
saaple of 29 residents,

Results reported by operating 1975

“costs, capltal costs, relation-

ships of facility and resident
charactoristics to coat, and

srevenves, Use of sultiple

regression to deternine
relationships,

‘ Publication \
" Mssarcher(s) Date Scope Methodology Employsd Statastical Malynia Period  Results Limtations
0'Coanor 19% U.5.~Sampling Interviews were conducted  None 197 done . . W rsport
fram of )12 of facility aduinistrators : becauas of
commsunity incoaplate
factlities; 105 e, d
selected for | T
intervievs i T
baker, Seltzer, 1M 0.5.-5ampling Mail survay of 19 Per diems presented by type 1970 Average annudl hudget was
& Saltsar frace of )81 facilitias in-dapth of facility. Resvsrchete $4,600 per rasident in
comaunity intorview in 15 fscilities dafined the "types.* 194, (§12.82 per dlwm)
facilities located in Northeastern U.S. ‘
« Indiane 197 Indiana-10 Analysis of cost reporte  Costs broken down by major 1995 Lowest costs sasociated  Provides
Departaant of community subaitted to Indiana cateqoriea such as personnsl, " with lsast services and pes din
Mant2} taalth factlitiss Department of Hantal food, capital expenditurss.” highest functioniog for il
Haalth Ranges of per diens given by residants. Avarage par  (n=10)
typa of facility. dien vas §15.40. sanple of
‘ homts, D
. ~
Peat, Marvick,  19% IMlinois- “Analysia of cost reports  Estimation of per day costs 1976 Estimated per dlams
Mtcwll, & Co. " estimtion of from other states and site pressnted by level of occupancy rengsd Lroa $26.04 -
fiaca) require=  visite to Binnesots, Capltal costs estimated for $41.94,
sents to davelop  Mebrasks, Pennsylvanls, &  renting, buying and bullding.
nornal f2ed Michigan, Pro forma expansss pressntsd
residentisl for each typs of lacility.
nrvices, |
|
Meal ¢ Dunlels 19N Wisconsin=29 Porsomal Interviews vith  Estlmatea of individwl resi- 1977 Apartments ($5,420.7%) '
Individuale 1o 29 developmntally dant contributions to cost of ware the sost coat
¥ J sottings disabled [ndividuals and  care (labor and monsy) and oflective alternative
(natural home,  their residential socety's contelbution to coat vhan cospared with group

hosea {§6,925,25) and
natursl homes (85,999,55),

Avarage total operating
prograa costs wers $184.00
0 month par person ($12,80
par dien). Avarage caplital
cost per parson pat month
vas 560.00 ($2.27 per dlenl.
hres coabinations of
variablss contributed to
cost ditfersncan: (1)
slalting/programaing/age of
tesidents, (1) type of
dwelling, and ()} stats.

i
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In addition to the collection of cost data, a performance measure
of resident adaptive beﬁavior was téken with one of three scales: the
Adaptive Beﬁavio; Scale, the Washington Assessment and T?aining Scale,
and thevFiori?é Client Assessment Instrument. Mayeda and Wai planned

to link individual progress with expenditureé‘as a means of approxi-

[

mating cost-benefit relationships. The last objective of this study
) - S : ~

I wag to study»the "input/output fundiﬁg flow structuge in two
coﬁmgnity-bas?d systgms" (p. 2).
The cost data of the Inland Counties Regiénal Ceﬁter in California
were.analyzed in combina;ion.with1£he inpuﬁ/outpﬁt studies and the 4
.assessment data of individual clients. Although this Center is
responsible for}purchase or provision of services to dévelopmentally‘v.
disabled clients, there was "an expenditure  bias ﬁoward children living
at home with natural parents" and evidence to indicage that "many
clients were not being provided.with certain professional services"
(p. 4). The first conclusion of this study was:
The -cost of serviEes to developmentally disabled persons
in state hospitals do not differ significantly from the
adjusted true costs of services in community settings

provided both groups are provided with a full array of
needed services. (p. 4)

Durin the six—mohth period‘of this studf,,the mean, Cost of serv- _.
ices to residents in staté?hoséitals waé $6,247 compared yith $638 for
clients in.thé.community. When the additiogal costs of educational
programs, special professional services, and generic services wefe
added, the true cost of se;dices in coﬁmuﬁity sett}ngs approached the

' costs of care in state hospitals. The original difference between the

1
i
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two settings ($6,247 and $638) was explained as a function of ugiiiza—
tion patterns since none of the 463 clients served through the}Inland
\ »
Counties Regional Center received dental, psychological, speech,
! /

audiology, occupatlonal therapy, phy51ca1 therapy, or any/éther special
//

‘ professional services during that six-month study perloéé The authors
. ' \ ‘ !

I ’ /

concluded: : . i /
//
The service utilization patterns in community seéttings
are lower than utilization patterns of servzceg in state .
hospitals due partlally to the weaknesses of the coordl- ,~«~’““"”’
nating interface in community settings and dlfferen S

in repayment criteria and policies. (p. 5):

It should be mentioned that not all clients needed,these pro-
fessional services, while in some.instance§ those whe did need services
recei&ed them in community residential or day programs rather than the
Ieland Counties Regional Center. Mayeda and Wai redefined; the differ-

ence ‘between state hospitals and community proggems as a difference in
. . o
organizationa%/administrative structures. ‘A State héspital was a |
unified serviée system administered by a single person or unie and was
i -
. demand dominated whereas community piograms were mult?ply administered

and supply dominated.

Deveiopmentally disabled individuals who lived at home with their

parents cost society less than placement in group homes and signifi-

" cantly less than placement in state hospitalé. The Inland Counties

+ Regional Center reported providing liberal services to parents to help

e

maintain children in homes. This finding led to the third conclusion

" by Mayeda and Wai: : , .

The major actual cost savings for services to develop-
mentally disabled persons who actively require nurturance
* . .

¢

~J

[",'z
/
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and assistance are rooted in the natural home environment.
The cost .of liberal home support and special professional
_services to those living at home will not deplete these
~savings. _ (p. 8)

',Jones and Jones (1976) collected budget-information.on 13 com-~

munity residential facilities in Massachusetts as part of a larger o
study. of community placement of discharged reSidents. Cost.saVings!
did accrue when residents were placed inythe community, particularly
to the state since the financial,burden was shifted to federal, local,
“and private sources of;funding.

Cost data were collected on a small sample of 24 residents which
was considered representative'of'the larger population: Between
January 1, 1972 and June.30,_1973.individual‘rec rds were kept in terms
of Supplemental Security Income, costs_to the Massachusetts Department
:of Mental Health, in=-kind services provided, and'resources coming from
private agencieé?%or the sample} A comparison was made with institu-
tional costs if the'sanple residents had not been released. Jones and

Jones found:

The average cost in the institution is 57 454‘versus,hwm,,w“

$6,112 in community- residences., However, when the costs™
of rehabilitative programs and federal input are added,
the difference narrows markedly. (p. 87)

Jones and Jones also examined/some of the same issues addressed by
Mayeda and Wai.  They questioned whether cost comparison of services

provided in state hospitals and community settings could be made with-
out controlling for- the needs of residents and the actual services
AN
delivered to residents. 1In terms\of differences in service utilization
' ' f

patterns between unified systems such as state hospitals and coordinated
. . I
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- systems such as commun:. <y prodgrams, cones and Jones proposed that other

factors beside administrative wvariables should be examined. Utilization

may be ir responsz to need, awarenes: ¢f nzed, availabiiity of subsidi-
zation, and any combination of these factors. Based upon observation

and personal judement, the authors concluded:
The institution, as a treatment site fo: the develop~
mentally disabled, does not come out as very desirable

on either a cost or an effectiveness criterion and
certainly not on an effectiveness to cost ratio. (p. 18)
I.’ ) .

In the Commonwealth of Virgin%?;,Murphy'and Datel (1976). undertqok
a.cost-benéfit anaLysis.to project costs ana benefits over a tep-year
period for 52 clieﬁts transferred }rom institutions to community
settings. Clien;s-@erebstratiﬁied by housing, employability, énd‘
source of incomg. Costs were ehtered for coﬁmunity_support services,
client‘maintenance, service integration, deinstitutionalization, and
lost economic productivity. Benefit elements iﬂcluded savings of

institutional costs and increased economic productivity. The ratios of

benefits to costs for all.but one strata ranged from 1.52 to 11.86.
_ . e

O

ERIC

Aruitoxt provided by Eic:

The only stratum for which costs exceeded benefits were those clients

who needed intensive care, were not employable, and received at least

"

half of their income from pub;ic sources. In.this stratum, the average
net cost per client for the l0-year period was $395.93. The average

net benefits per client/ranged from $2,500 over 10 years for residean

Y

in nursing homes to $29,000.over 10 years foY clients Qﬁg.a;e employable
i I

™~ .
full-time. The authors noted that savings in deinstitutionalization
benefit state sources. On the societal cost side, federal sources

carry much of the load in maintaining deinstitutionalized residents..

. !



I 52
Most recently, Intagliata, Willer, and Cooley (1973) completed a
cost comparison study of institutional and’ community based alternatives
for mentally retarded people in.New York. .Thelpurpose of this study
was to analyze and compare costs for residential care. separaFe from

profesSional serVices in both public and community settings. The sample

H
B

consisted of a public residential facility (l 400 residents); a

. hospital based rehabilitation unit for children, a county Association
for Retarded Citizens agency prov1ding residential services, school
serVices, and sheltered workshop serVices- and a Board of Cooperative
Education Services Center proViding special education services.

Sever {/problemsfyere encountered with the quality of cost data.
First, theie were no vconsistent ‘'standard units of cservice defined or.
applied in the cost records of the sample. ‘Second; budgets were pre-
pared according to conventional line items rather than functional lines
, using services as cost centersV Last, there/was-little Or no cross
referencing of cost. data'with resident characteristics.- For example,
76% of the public residential facility population was severely retarded‘
- _but the facility could not determine how many of those. residents
received a“particular service such as physical therapv and at what cost.
This last limitation was projected by the authors to have even greater
importance in the future since "subpopulation analyses will become
| increasingly relevant'as’the population of individuals being released

from institutions becomes more diverse" (p. 12). ]
~ Given these;limitationsﬁ Intagliata et al. (1979) found that the

N\,
3

annual per capitacostsof natural family ($2,108) and family care//'



53
($3,130) settiagsweresignif;cantly less expensive than the institution
(514,630). However, the annual pef capita cost of-residential care
. provided by éroup homes‘($9,255-$11,000) was siQnifiéantly greater than
.that of-other community settings examined, and ip fact, depending upon

resldent level of dlsablllty, approached the cost level of the public

res1&ent1al facilities.
In response to a need for nationwide data on capital outlays for
public and community residential facilities,. the President's Committee

on Mental Retardation q@mmissioned the National Association of State

S e e

’

Mental Retardation Program Directors, Inc. (NASMRPD) to conduct a
state-by-state survey in 1978-1979. The major purpose of this study

was to determine: .

to what extent are the states, the traditional providers
of residential services to mentally retarded citizens,
using capital construction dollars to reconstruct and
expand existing public institutions, as opposed to
enhancxng the development of community residential pro-
grams. -In other words, are we seeing the recent trend
toward community based residential facilities undermined
by .widespread efforts to rebuild existing institutions.

(p. 2) P : .

The staff at NASMRPD completed the survey in three phases betweea
:December, 1978iand Jﬁly, 1979. ‘The first phase consisted of phone A
ineerviews to eaép state to determine the best respondent who could
_handle questions related to»capital‘budgetingu Copies of state capital
budget plans were SOllC%;éd from all states and recelved from 39
respondents.  In Fe;ruary, 1979, the second phase of the study began

with analysis of bu@get materials sent by states. This analysis led

to the drafﬁing‘of a pilot interview form. The questionnaire was
. N
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finalized and sent in advance of the phone interview. ﬁhring the third

phase, phone interv1ews were conducted between March and July, 1979.

Verification of answers occurred by mail follow up.

Because of varying definitions, approaches to budgeting, and time
frames employed byk individual states, compar_:iSons' .'of capital improve-
ment projects on & state—hy-state basis were very difficult to complete.

1,... .

At a national level, capital outlays were reported’ for fiscal year 1977-
&

1978, fiscal year 1978 1979, and fiscal year 1979~ 1980. The actual and

projected state appropriations for capital projects totaled $1 billion
i

for this three-year period. Five states (California, Michigan, New
Jersey, New iork, Ohio) accounted for 52% of the total outlays during
that period. |

‘\\the predominant type of project funded was construction or
renovation projects on the grounds of state-operated residential
facilities which accounted for 82.7% oﬁ the appropriations; In 33'of
50 states, the'entire capital'improvement budget was earmarked for
state institution renovation érOJects. The priméry"iééééﬁ“éiiéa"iym" -
‘respondents for 'xtal impravements in state institutions was the need
to comply‘with feuexal Intermediate Care Facility/Mental Retardation
(ICF-MR) standards. Failure to comply with ICF-MR standards would cost
'$758.8 million in federal money, according to 35 state respondents.

No stateS’reporteh plans to build new public residential facilities
or to increase total bed capacity of public residential facilitiee.
States did plan, however, to construct community day program buildings

- 5(8) and community residential/facilitieS'(13).

A
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The per capita outlays for public residential facilit? re;ovations
(based on relative nuﬁber'of residentskin bRFs)_ranged from a high of
$24,205 in Washington to a low of $404'in Rhode Isiand. The national

median was $5,460. | ‘ |

A summary of the comparative cost studies of community and public

residential facilities is presented in Table 2.6.

Cost Functions of Human Services.

.The'aéplication of statistical techniques té cos; data. in ordervto
estimate gconomic'relationéhips and to test various hypotheses aboﬁ;}
such relationships was defined by Johnston (1960) as stafistical cosék
analysis. Pure relafionships iﬁ‘sfatistical cast analysis are rarely |
assuged. This appfpéch reéognizés thét cost fluctﬁation# may be a
function of thé size Qf;the organization, the labor intensity\gf the

operation and the general level of wages. The statistical testing of

economic hypotheses was characterized as both complex and hazardous by

‘Johnston (1960% sznce. '
. 1
The economic system grinds out its complex convolutions;

- the myriads of actors--consumers, firms, regulatory adgencies,
and government units--act and interact; a more or less.
imperfect collection of statistical agenCLes records, with
varying degrees of error and omissions, partial, quantltatlve/
measures of this evolutionary economic process; and the poor

. econometrician comes along in the wake of the monster,
gathering what data he can in an attempt to "test" various
hypotheses about aspec:s of economic activity. (p. 2)

t

The paucity of\published‘statistlcal cost analysis studies in the

area of residential facilities for mentally retarded residents may, ;

’

thus, be attributed to the lack of systematic data collection approaches,

f-.

_'7;'7




Table 3.6

Summary ol Community and Public Kesidential Facility Cost Studies

: ? study
srcher {s) Date Scope methodology Employed statist:ical Analysis keriod Results Lisitations
Ja & Wai 1975 ) states-l public Expenditure data for  Totals b means vur‘:l pre- 1974-75  Mean cost of services in-dapth analysis of costs by
residential 4,254 residents were sented for the breakdown to residenti in state desoqraphics of residents
facility in collacted in Live of costs at each | hospitals was 56,247 (age, sex, handicap) and
Washington, 2 major categaries for location. Chi-square compared with $638 utilizatlon of services. Mo
public facilities a six-ponth period.  tests and analysis of . for community analysis by organlzaticaal
in' Plorida and variance computed for " tacilities. Differ~ factors.
cosmunity California data. ence vas sxplained in
tacilitles in ’ ; terns of utilization.
California & patterns. ’
Florida. .
$ & Jones 1976 luluchunus-l)' Detalled budgets were Moans ‘& ranges reported 1972-1)  Average cost in - small sample prohibited cost ’
: of 16 community - analyzed; information tor breakdown of instatution = $7,464 analysis by resident
facllities parti- was obtained from facility costs & sources Average cost in characteristics and facility
cipated, Costs _ parent/housaparent of revenue; indlvldual community = 96,112 charecterlstlcs. Excluded
based on 24" Interviews and Dapt. resident profiles are organisationzl factors that
. discharged of Mental Heelth given including sources influence cost varjstion.
resldents. reports. of -support. Cost differ- '
' ences reported by place
of residence (comsunity
or publac).
hy & Datel 1976 virginie-52 Projected costs & Average & total cost-  Projection §20,800 per caplta Saall sesple size) projections
. residents who benefits for the benefit ratios were based on 'savings over 10-year based on limited study period.
ware discharged sample of residents presented for total 1973-74  ‘period by placing No identiflcation of critical
from institutions were estimated. Seven sample. data resldents in factors that affect cost.
- adjustments were made. c.o-unuy. K3
19l1ata., 1979 New York-l public Budget documants wers Average cost per resident 1977;78 Institution = $14,630 No analysls by resldant
lar, & Cooley residentiel obtained & snalyzed. per year presanted tor j annual per capita. characteristics or
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unit, 1 special state billangs. reported separately. ', capita.
school center, . Famly caie = .§3,130
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fajilure to ideqtify and measure organizatfonal factors concurrently with

the expenditure data, widely different accountlng practices, .and failure~—
to select statistical techniques that test both llnear and curv111near
relationships. O'Connor and Morris (1978) are the only researchers who

have attempted a cost function analysis of residential facilities for

1

‘mentally retarded people.

Cost function analysis studies have been reporte. in education,
aursing homes, and hospitals. Turning.away from the stadies of
residential services for mentally retarded people to-fhese other areas
of human services, a brief overview will be given oﬁfthe issues,

!
methodologlcal concerns, and results of cost function analy51s.
Accordlng to Knapp (1978) a statlstlcal cost function is the-
empirical representation .of the relationship between
the cost of production and the level of output, usually
obtained from a multiple regression of total or average
cost {(cost per unit of output) upon output .and other:
significant influences such as.the mix of output and
idiosyncracies of particular produc1ng units. (p. 31)
In the case of residential care, one would like to know how the
costs of care vary with the size of ghe home, the dependency of
\residents, and the changes in resident well-being. and behavior. Size
and resident characteristics are consiaered inputs or the independent
variables. 'In céntrast with industry which can quantify raw material
inputs such.as tons of metal needed for manufacturing, human services
identify and measure inputs with less precision, often using proxies

to substitute for real inputs. The dependent variable is cost per

unit of output; i /‘f
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Educational_groduction Function Studies

Colin (1979) identified.several factors (proxies) that have been

used as lnputs in cost production studies of schools. The three broad

-categorles are 1) student characterlstlcs, 2) school related facéors

that can or cannot be manipulated by admlnlstrators/ and 3) communlty

/o

influences. Student character1st1cs, accord1ng to Cohn are the "innate

/
endowment va7;ables of 1nd1v1duals. These variables are usually '
omltted in studies because of the lack of a rellable measure.;/ffgggk//////

factors include a) building characteristics and condition of-physical

plant, b) quantlty and quality of equlpment, c) support faciiities

. Voo
such as llbrary,- d) size of school, e) curr1culum, £) class slze, - /x

——
- ~ N

g) extra curricular offerings, h) teacher experlence and training,

-
e

i).teaching load, 3Jj) teacher ‘salaries, - k) administrative character—

istics, and 1) auxiliary staff. The communlty 1nfluences 1nclude

'

a) parent socioeconomic status, b). community attitudes, . c) average

income, d) degree of urbanization, and e) peer influence. \

H

The 1n1t1al studies_ 1n\educatlon began at a mlcro—level of

\

analysis usually at the d1str1ct level. One measure of output was
Lo ™~
correlated with several identified factors. Mollenkopf and Melville

(1956) found a posltlve correlatlon between library and supply expen-
ditures and student ach1evement»scores. Other slngle factors ‘that had
" some degree of positive correlation were student/teacher ratio, class
size, and number of special support persbnnel; In 1962 Thohas used

regression techniques to identify three variables that were related to

student performance: . starting salaries, teacher experience, and number
: - '

O
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of books in the library. Coleman (1966) published a landmark study
Aidentifying several l'nonschool factors" that affected achievement in
addition to the single school factor, teachers' verbal ability.

" Because of thegoontroversialxnature of its.findings, the statistical
enelysis of the data has been criticized. Of particular-imoortance
1for this study was the selection and entering of variables in ‘ae i
regression equation.’

Cohn noted that Stepwise multiple_regression assumes independence
of variables. ;f multicollinearity is.presenb then the first variables
entered will be mosﬁ potent. Coleman entered nonschool factors first
and those variables‘nad the greatest importance.

. Of the several variables that havefbeen studied in schools, Heim
(1972) reviewed the literature and found five variables that were con-
sistently studied: 1) teacher degree status, 2) teacher experience,

3] interaction of inputs and outputs, 4) class size, and 5) avail-

ability of special shpport staff.

Educatlion Cost Function Studies

The_resuits of education production function studies may be applied
pragmatically to the issue of estimating optimal school unit size in
order to -maximize outputs and minimize cost. Although both the

theoretical and empirical foundations of such work need greater

refinement policy makers have relied upon cost function outcomes in

'

making decisions about school consolidation. The impetus to minimize

school costs through reallocaticn of resources is most keenly

;



e :
| !

experienced during difficuit economic periods. As Cohn and Mcorgan

(1978) explained:
hs long as the economy was grow. soa ielati?ely rapid
pace, along with growing K-12 en. .aents; funds for the

operation of public schools were relatively plentiful.
In af ane of plenty, coupled with growth, administrators

are fr»+ - =)y more interested in expansion and develop-
ment % - relallocation of resources to reduce costs.
That &. - . 0 longer here, repléced by stagnation—-eve'
reducticn--1n enrollwents, along with increased competizion

“ﬁrom higher education and other public services for the tax-
payers' dollar. It seems that now should be an especially
cpportune time to concentrate on the allocation-of-resources
topic, since it appears that improved resource allocation
may be the only option which administrators may employ to

‘improve the educational outputs. (p. 89)

abundant literature on. school econdmy‘of‘scale shows a U=-shaped
. -_ by _
‘vyelationship between size and per pupil expenditures. In other words,
’ ) .

high' per pupil costs are usually associated'with both small andzlarge

school units with minimal costs for those schools in between. The

A
\

optimal school size has varied from state to state as shown in \

Table 2.7. ' ] T
TﬂﬂeZ.?l ' K
Summary of Selected Eduqation Cost Euncti§n studies \\

Researcher ) féar Sample | “ Sizeé
2 ew e 1966 - Wisconsin High Schools _ 1,675
Cohn . Jo68 . Iowa High Schools . 1,500
Osburn _ ,;éﬁo Mis?ouri ﬁigh Schools i | 2,244
sabulac & Hickrod 1975 Illinois Unit Districts (K-12) 2,432
/ Illinois High Schools 874
I1linois Elementary Schools 336

aaverage daily attendance
l
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An underlying assumption of past cost function studies was that a

L4 / - * * P -
school district, school, or scpool building was a proper unit of
{ * L.
observation for determihing scale effects regardless of the mix of

prograﬁs offered. The—stdy conducted by Sabulao and Hickrod (1975)

_invéstigated the differential effects of three types of school units,

- . f
-t

and they concluded that greater economies-of scale 2§isted for unit

‘districts that operated K~12 grades in contrast with districts
\ . - i :
. .

operating K-8 grades or 9-12 grades only.

-

<IN addltlon to size, Cohn and Hu (1973) examined the m1x of pro-

gr :;s within Michigan schools and they found the annual costs of

'

Gbcagéonal‘programs was $100 greater than nonvccational prxgrams.

4

Fur“her anal/51s of program casts 1nd1cared w1de'var1at10n in enroll-

S
ment, student‘feacher ratlos and teacher’ salar1es within a school unlt.

4
T~

s

They concluded:

~

-~

SChool*consolidation/may not serve to reduce per pupil . o
costs_unlsss enro%lments increase }n programs for which~
scale & rfiomies apply. Reallocation of students among
. ,. programs w1th1n a given school may achieve greater :
_ economies ‘than would be obtained from consolldatlon of
}26 or more schools. (p. 312) ¥

*t appears that savxn accrue to organlzatlons whose administrators
gi\

can analyze, comblne, and reorganlze services which are sub]ect to

e

aconomy of scale w1th1n a school or district. This app11cat10n of

|
cost“functxon analysls to resource allocatlon 1n-d1str1cts and class-

-

" rooms has been examlned by Thomas (19803, Michelson (1972), and Cohn~ »
& . * i .

and Morgan (1978). ,

.

r

The definition of quality educational services remains elusive-

>~

to several researchers in the area of cost function analysis., Cohn -

»
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(1975) noted ‘that a comprehensive index of schoo} output remains

I
‘ »

inadequate parﬂicularly the measur~ment of the quality of services.
There has been little attempt to measure the unintended consequences’
. . !
! .
to student achievement after school size increases. Alkin and Benson

(1968} found no increase.in math and reading achie&ement results

assoclated with increased size after the socloeconomlc status of
students and expenditure per pupil had been allowed to operate.

/7
Kiesling (1968) examined size, output and results from several acKieve-
j

ment tests. -When the socioeconomic background of students znd the
expenditure per pupil were allowed to operate, the shape of the function

was linear and negative. Larger schools were associated w1th lowey

I

achievement test-scores. James and Levin (1970) cautioned agaln

r/

further conclusions about scale and outputs given, the inadequate
. ! " - FAY
information on the shape of the function. - /

Hospital Cost Function Literature

Ny

In fo humankservices,area has there, een greater producci ity in
cost function analysis than hospital ls. ' fThe introduction of Medicare
in the United States in 1966, has'had "tremendous impact cu zeta’
expenditures, allocation of new resources to the health sector,’and
caused acceleratlon of prices of health services, especlally healtn -
cace" (Friedman, 1973/’p. 234). Of crucial concern to health care |

researchers is” the relatlonshlp o£ public policy on supply. demand, .

and pricing of health care services. Cost studles have examined ..ich

questions as the optimum size of hospitals (economy of scale) for
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.building ..ew facilities as well as examining efficient use of existing

hospitel resources.

Oone of the first considerations in designing hospital cost studies
is the definition of hospital output. Although a hospital has numerous
oﬁtputs,mbst r?searchefs use simple depsndent measures such as patient

days or averagé daily census as an outqut‘meafute. Table 2.8 briefly
. : |, : . , N o

summarizes some recent hospital cost function studies.

~.

A secondary issue addressed by researc 2ars in several different

approaches is the def}nition of case mix. As_shown_in Table 2.8,

i

. . <
researchers have: -

1) assumed that case mix—is reasonably -constant—within—-a sihgle

—_—

hospital over a short time period (lave & Lave, 1970; Carr &

Feldstein, 1967; Ingbar & Taylor, 1968);.

2) stratifiedvhospitalé iﬁﬁé groups on the basis of fécilit;es'/
available to provide care. Grouping occurs ¢ . gne%basis of/
number and type of facilities (BEIFY'\QEEZiL/igzgifgzanCi%éo'
1970; Kuenne, 1972;'éerry & Carr, 1973); _ t % |

3) estimated cost relationships,gor each of_séveral hospital
departments assuming the case mix within a department is'
be@’Jeneous.(Carr & Feldstein, 1967; Francisco,'1970; M.
Feldstein, 1968; Inébar & Taylor, 1968; Kuenne, 1972); .

4) developed a cbmposiﬁe cﬁtput_measure by using a set of deri?ed
weight; for variéﬁs services. The total output of each

hospital %Zs a weighted sum of individual services (Cohén;

1970);



Table 2.8

sumary of Hospital Cost Function Studies

: Interval Sample ‘ ‘
Study Year  Observation Type of Hospitel Size  Output Measure pefinition of Case Klx -
Berty & Carr l 157) 1966 | Shart-term, general-all 2100 Average daily census ‘ strat fled hospltaly Into groupe on the
' bospitals (AWK hnnual - : . bestw of nuwbers and types of facllitles,
National Survey) ‘ J, ‘
Berry & Care 197 1966 Shart-ters:, general- 6670*  Average dally census Stratfled hoaplhh Into groups on the
‘ qovernsental (NI Ansual basia of nuabers and typas of facilitles,
i Natiomal Survey) ,
/ Berry & Cart 19 1966 Short-tern, qeneral- 172200 Average dally census Stratifled bospltals into groups on the
. Cvoluntary (MAF : basis of nuabers and types of factlities,
——Berry & Cart 197 1966 Short-tem, generdl- 5 15¢*  Average dally census Sgut’ﬂled hospltals Into grougs on the
y proprietary (NN \ u\m of nusbers and types ,°' facl]1tlen,
‘ : ' ' L S
" Kuenma 1972 1964-1970 General hospitaly In Nev 2% Malseions, '
A Jersey with 4000-7000 ‘ \ |
annual admisions steatitied hospitals Into groups on the
7 basts of nusbers and types of facllities,
Kuenne A9m 19641970 General hospitaly dn Nev 24 Adalssions Also assused chsa nix vithin a dapartaent
1 * Jersey with 7000-13,000 L {3 homogeneous. '; :
: annual admissions. - l’
Lave, Lave, & 1902 Second hal{  General hospltni‘t, §  Utilization (actual bed days/  Cluster analysls of dlagostic categorles
Silverman- ‘ af 1968 Western Pennsylvania avallable bed days) for purposive aggregation of secvices.
Evana & Valker 197{‘2 1967 General hospitals, 90 Average occupancy rate Factor analyzed dlagnostic categorles
‘ pritish Colunbia {100 X total patient days/ into hoROgEnEous outpul varlables.
) - 165/total avaitable beds|
Evans 197 1967 ‘General hospitals, 185 Average occupancy rate Factor analyzed diagnostic categorles
j | ’ Ontario {nto homqencous output variables.
Lave ¢ Lave . 1916 14 seni-annwal  General Western N Utillzation (recorded patient  Assumed cose mix s reasonbly constant
" observations  Pennsylvania days/available patient days) within a single hospital over a short
“uring 1961-67 tise period.
’1 . .
Lave § Lave 1970 7 annual General Epstern and 109 + jUtilization (utilization a3 ¥ of  Aesumed cast »i> |8 reasonably conatent .
! observations - Western Pennsylvania © Tmoan utilization for the bospital within & sing. iweptlar 0e 4 short
during 1%1-67 durang seven-year interval) Lime pericd, B v
(ohen igm ~, 1965 " Short-tern, qeneul,' " 46 Service unis (a cost-weighted  Output eeasured v v wt af bty lor

8 Ja¢ p
! S

m'lnhws of i of New York

average of lspital seevices)

% Eaact sample size mt qwrn, listed -mqle size estimated from authms rrqrrsslon analysis,

Notc; This tahle woe |wv1vlmi by In. Rager Foldmw, llnlw psity of Mianesota, and apiears i an un|n|h||~.|ud et by tatf n
School ol Publye thalth, F0, ‘

~VATIOUS SeTVILYY,

|

'

oi JSh L £ In the
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Tably 2.8 {oontinued-2)

3
!

i
!

Ingbar & Taylor 1968

Barry 197
My W]
Mdandua

Care & Feldstain 1967

1%0-61

Annua)
observations

1950-59

1%2-6)

1%)

1%)

%)

England and Wales

Short-tern, voluntary n
in massachusetty

Short-term, gunal () /m

Short-term, general (MiA) / )

¢

Slﬁtt;tlﬂ, general () 310

CAse-aLX varlation uong
hospitals

Mvailable bed davs

Patient days

Marage daily census

Merage dally census‘md patient
diy

. _
’ Sumary of Kospital Cost Punction Stulies
Interval Sampile - |
. Study N fear  Observation  Type of Hospital Site  Quiput Measure Defunition of Case Wix
Francisco 1930 1366 Short-tem, general 410 Total patient days Stratilied hospitals into groups on the
: ‘ . basis of numbers and types of facilitine,
, | Mssumed case-nlx vithin 4 departeant is-
, hoaogenaous, ‘
Feldstenn 1960 Plscal Yoar  Acute, nonteaching in M otal amnaal cases adjusted for

Msuned case mix within s departaent is
homqeneous and used vectors for cam \
Bix proportionm,

hisused case mix is reasonably constant
within 4 single hospital ovar & short
perrod of tine and case mix vithin a
departmnt is hosogeneous,

Stratified hblpiull inta groups on th
basis of nusbers and types of facilities,

-a5ued case mix s reasonably constant
within a single hospita) over a ehart
tise pariod and cese mix withln ¢
departaent iv hosoganeous,

Mote: This table vas provided by Dr. Boger Poldman, Univeraity of Minnesota, and appe:

School of Public Health, 1932,

it an unpublls“hld nnuncr'lp't by staff menbers of BHSH & i‘-{n the
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5) included direct measures of cas€ mix within the cost function
) /
by use of vectors for case mix proportions (M. Feldstein,

1968); used factor analysis to group diagnostic categories into

homogeneous output variables (Evans, 1971; Evans & Walker,
1572) and used cl%ster analysis of diagnostid categories for

purposive aggregation of serviees (Lave,'Lave{ & Silverman,

C 1972). -

| - | \
Despite the multiple epproaches outliped above, there appears to

pe-no satisfectory measure of,hospitai outpﬁt according to Lave and
Lave (£970). To address tnis concern, Lave, Lave, and Silverman (i972)
'designed a sfﬁdy to develop cost functions which would take explicit
aecoﬁnt of the multiproduct nature of hospi;al output wishout incurring
multicollinearity problems (M. Feldstein, 1968; Evans & Walker, 1972;

Evans, 1971)1 This particular effort seems most‘relevant ‘5 tﬁel
present study in terms of.research design ana variables selected for
incldsien as input measures. |
Lave, Lave, and Silverman collecte%ﬁdata from 65 Pennsylvania
hosy tals during the last half of 1968 and regressed average cost per
" patient day,:ln ordinary linear . fashion against a set of varlable

clusters which represested either an institu*tional characterrstlc or a
dlagnostlc characterlstlcyl Institutional varlables such as hospltal
size, »nccupancy rate, and teaching status were 1dent1f1ed as well as

variables representing the commonality of diagnosis (percentege of

patien’ s W1th the same diagnosis). This study showed that extreme

- multiccllinearity would arise in cost models emﬁloying all variables
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separateiy;‘thus;limiting one's ability to generalize on the influence
of individual explanatory factors.

' Lave et al. noted that Evans,(lQ%Iffhad performed principal
compénent analysis to eliminate multicollinearity and form orthogonal-.
1clusters.in that study. Tthproblem with this approach wés that the
clusteré loét meaning and purpose. 'Variﬁbles in the Lave et al. study
were clustered by ;imilar_regressiqgfcoeffiéients thus taking adv;ntage
of prior inﬁormapion about the rei;tionships among variables. The

~.

conclusions of the study were as follows:

1) marginal cost of‘care was $318.98 or 68% of average cost.

“he marginal cost of an additional day in the hospital was

$26.09; ’

2) ecorcmies of ‘scale were not.éignificant;

3) advaqced'teaéhing hospitals and'héépitals in metropolitan
areas had muéh higher costs;

4) 'hospitals performing qompiex surgéry or treatingyrglatively

large proportions’ of unusual cases had higher costs.

I
Summary of Research Issues

;
A common ;rguﬁent in favor of deinstitutionalization has been the
'belief that coﬁmunity residential facilities are_less expen;#veifhan'
Public”residential facilities;_ From severa13per§peqtives,!ﬁhis
argument remains d?béfable;, Conley (1973) offered an econémist's

A

: . L .
viewpoint which favored community based programs over institutional
) I

settings. The General Accounting Office report (1977) géviewed seven
. ’ : / . )

92’ ]
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studies and reported that five favored community care as a less 3

exéensive_approach, while two studies reported that costs did not
differ sighificantly when a fuil range'of needea services were provided
in both settings. o ,

T‘e studies that hdve bzen completed and reviewed in this paper

offer results that were rarely comparable across settings or responsive

.to the needs of policy'mekers.. The timeliness,of cost analysis for the

\ . : .
future direction of deinstitutionalization as a public policy was

appropriatelyostatea by'skoier (1918):

The cost of not costing is too high to ignore. While
interest groups compete for public dollars, legislators,
executives, Jjudges, and government workers must make
allocative decisions against a backdrop of inflation,
proposition 13's, and a rapidly decreasing tolerance

for those who would plan and allocate in lgnorance.
-(p. 2)

The first step in matching the conclusions of the existing cost

studies with the projected needs of public policy makers is to identify

what are the major independent and interdependent sources of cost’
\ .

variation. An in: cial 1list might include resident .characteristics

such as age, organlzatlonal characterlstlcs such as slze, and

locational factors such as”urban or rural location.. Findings from the

’

1iteratﬁre on costs of residential care for mentally retardel people

'will be supplemented by research resul 3 from the nursing home

literature.

Resident Characteristics

/

Costs may vary substantially in residential facilities for
: . : /

mentally retarded people to the extent that particular residents require
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' more‘specialized or intensive services (Primrose, 1972; Indiana Depart-

ment of Mental Health, 1975; Mayeda & Wai, 1975} Jones . Jones, 1976;
O'Connor & Morris, 1978). This factor may be best illustrated in the

observation by Sharfstein et al. (1977):
I : ,
One recent study of comparative costs (contolled for age,
sex, and diagnostic differences) incurred by patients in
United States Tublic Health Service Hospitalls and in
private voluntary hospitals concluded that the Public
Health Service Hospitals' cost per stay is ut one-third
less than that »f private hospitals. Other researchers
who did not control for these critical“diffejences in -
patient characteristics, reported that Public\Health
|  Service Hospitals appear to be more ecpensive than private
hospitals. (p. 30! ‘ : .

y

- Rates within nursing homes have also been linked with resident charac-

teristics. In some cases, the characteristic found {to be most crucial

was "personal affluence.” Several researchers have found that insti-

‘tutions that care for elderly poor people are inferio whether

discussing quantity or quality of care (Anderson, Holmberg, Schneider,

& Stone, 1969; Greenwald & Linn, 1971; Kosberg, 197Y; Penchansky &

A : |

Taubenheus, 1965; Townsend, 1964).

'Locational Factors

EnVironmental factors affect the costs of residential care
according to several researchers. Piasecki et al. (1977) found that

facilities located in rural areas tended to hiave higher er diem costs.

(Levey,

Facilities that exhibited greater degrees of compliance jith state and
federal regulations also reported greater operating cost
\

Ruchlin, Stotsky, Kinloch, & Oppenheim, 1973) in nursing homes.
i i . !

'Regional differences.Within the United States have also beeh noted with
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the Southern region operating with the lowest cbst (Raumeister, 1970;
Piasecki et al, 1977 Krantz, Bruininks, & Clumpner, 1978;. Scheeren--~
. ‘_,.Es

barger, 1978a, 1979).

nrganizational CharacteristECS o

. Ownershlp has received greater research attentlon w1th1n nursing

home studles than residential facility studies for mentally retarded

people. Government facilities operated for mentally dlsabled tended to

T

operate at higher ist ievels than proprietary and nonprcflt operatlons

¢
(Don & Amir, 1lw:4: #-«&wcki et al., 1977). Ev1dence within the
nureing home lii. +° .re:-indicates dlsagreement about the relatlonshlp
: 7

i . ) ¥
between ownership &nd cost. Anderson et al. (1969) found little -

R /‘

v . B i
difference be*::zan nOnprofit‘and.proprietary nursing.hom@s. Gottesman

(_972) conc.=dad that.nonproflt facmlltles were more deslrable because

of greater family'financial support, use of volunteers, and greater
number of donatlons. - ! ' -

The socxologlcal concomltants of facxllty size have been thoroughly
lnvestlgated but w1th 1nconc1u51ve results. Slzexand quallty of care
within nursing homeshavebeen’positlvel3 relatea (Anderson, Holmberg,
_Schneider, &IStone,-1969; Beattie &'Bullock, 1963)7 negatlvely relatedl

(Linn, 1924} Townsend, 1964), and not related at all (Gottesman, 1974;

— -

o
[

1Eevey et al.. 1973). A further confounding influence is introduced
when one considers the size of the living unit rather than the size oi
\ ' L . :

the facility as.a whole (Goldsmith, 1971; King, Raynes, & Tizard,

"1971) .

. e R - . . . L
- Lo = B H N
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The economic considerations governing size and cost (shape of the
average cost curve) have more than academic interest. According to

Knapp (1978): . .
o

The conventional average cost curve has a U-shape
implying that cost per unit of output initially falls
as output 1ncreases as a result of economies” in the

) ~use of fixed equipment (kitchen, laundry) and specialized
staff (occupational therapy, medical staff) and- bulk
buying of supplies. Eventually the curve rises again due
to the strain of overuse of equipment and bUlelngsm\\r
increaslng malntenance costs and difficulties encountered
in the administration of residential services. In '
contrast with the U-shaped curve of residential facilities, -
manufacturers and industries report an L-shaped curve of
average costs that do not rise once a minimum level of

cost is reached. (p. 32)
Within the nursing home domain, debate also continues about the

tradeoffs among size, cost, and benefits. Stotsky (1970) favored

~

smaller facilities because of efficiency, home-1like conditions,

personal attention, and greater congruency with resident needs. In

\
\

contrast, he felt that larger instltutions tended to be dehumanizing
and depersona1121ng. Kosberg (1974)’viewed smaller facilities as void
of treatment resources and professional staff, on the verge of bank-
ruptcy,and had administrators who were lll-trained for their positions.
Larger'facilities, on the other han%, had'greater resources, more pro-=
fessional staff, greater cash flow, %nd provided resources that smaller

\ v : :
facilities could not. Kosberg (1974)\fautionea that the'expertise
within larger faciiities could be lost\if the staff members were too
far removed from the residents.

Size has been viewed as a single determinant of cost and as an

important mediating variable for other factors which influence cost
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variation. The former relationship was tested by Baker, Seltzer, and
Seltzer (1977). The authors found that smaller group homes for 6-10
mentally retarded residents were twice as expensive as larger group
homes serving 21-40 residents: ‘Other researchers have proposed that
size affected staffing Patterns which affected cost variation (Peat,
Marwick, Mitchel® & Co., '1976; Piasecki et al., 1977; O'Connor &
Morris, 1978).

The inconclusive evidence relating size of residential facilities .
to cost is matched by similar results in hospital cost studies. Berki
(1972) best summarizes the current state of thought about economy of

- scale:
. What are the shapes of the short run and long run cost
- functions of hospitals? Arxe there economies of scale?

The answer from the literature is clear: "The exact

general form of the functiog is unimportant"” (Feldstein,
,

1967, p. 133) but "whatever its exact shape" (Ingbar &

Taylor, 1968, p. 107), and depending on the methodologies

and definitions used, economies of scale may exist, may

not exist, or do not exist, but in any case, according

to theory, they ought to exist. (p. 113)

In summary, there appears to be evidence that several variables
can cause variations in cost. For purposes of this study, the
variables assessed in relationship to cost of residential services. have
been divided into three méjor categories--locational factors,
organizational factors, and resident factors. An adequate understanding

of cost of re§identia1 services depends upon detailed analysis of all

three domains.

O
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Il. METHODOLOGY

Drev:Lous cost’ studles in the area of resxdentlal services- for

'

mentally retarded people have typlcally suffered from three.major weak-

-nesses. First, the. scope. of prev1ous studles was restr1cted to

./ !

‘localities within states or sites within several states&; National

' 1
patterns have been reported only in the area of capital budgets.

e

| :econd, the methodology of prev10us studies. usually depended upon mail
questionnaires,_inspection of secondary records, or onsite visits,

Iwhile combinations of various survey methods have not Been-employed.
Thlrd, previous studies have assessed concurrent information on a very
llmlted number of attrlbutes of the res1dents, ‘organizational structure,

and locational factors.
The design'and methodology of the present study attempts to over-

come each of these three limitations. First, the scope of the present

4

study-is national. Second, onsite visits in combination with a self

report questlonnalre and telephone followup ensured high response rates

on survey items and more extensive ver1f1cat10n of data than a single

approach. Third, the present study was conducted as part of a larger

comprehensive ‘in-depth study of res1dent1a1 fac111t1es and the mentally

v
s

retarded people who live in them. Informat1on was co‘lected on
fac111ty pract1ces, staffing patterns, and pollczes related to

) AN !
residents. '

73
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A complete description of the methodology employed in the l978 l979
,.l«-'.-—m

in-depth. interv1ew study of community and public residential faCilities

is published elsewhere (Hauber, Bruininks, Wieck, Sigford, & Hnal 1980).

+ This study was_conducted in collaboration with the Survey Research

y

Center, University of Michigan.

Sample

Plbllc Residential Facilities

A

In 1977, Dr. Richard C. Scheerenberger conducted a survey of 263
public residential facilities in the United States that met the
following definition:

A state sponsored and administered facility which offered

comprehensive programming on a 24-hour,: 7 days-a-week

basis as og June 30, 1977. (1978a, p. 2)

This survey was.conducted in cooperation with the University of
Minnesota Developmental Disabilities Projectjoa Residential

Services and Community Adjustment. A data tape ofvtheiresults of this
surve§ was supplied to Dr. Irene Hess, Director of the Sampling Section
" of the Survey Research Center at the University of Michigan. A two
stage probability sample was used to sanple approximately 801public
residehtial facilities which would represent all'size categories and
geographic regions in the United °tates. Six size classes were
selected for sampling purposes. According to Hess (l979a), the
selection of facilities was made orooortionate to the number of mentally
retarded residents served in the éacilities:

There were approximately 152/,000 mentally retarded
residents in public facilities in 1977. 1If 80 selections

9r
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June 30, 1977, with the exception of: (&) single family
homes providing services to a relative; (o) nursing
hones, bbardind homes, and foster homes that are not
formally state licensed or contracted as mental retar-
dation service providers; and (c) independent living
(apartment) programs which have no staff residing in the
‘sameé facility. (Bruininks, Hauber, & Kudla, 1979, p. 11)

" The appropriate data were aéain suppliéd to Dr. Irene Hess who sampled

r .

facilities according to size class and geographic region. . Fourteen

'sampling categories were selected in order to represent the broad range

of facilities as presented in Appendix A (Tablé A.2). Hess (1979b)

noted wide differences between the two groups of facilities: -

Immediately owur-attention is drawn to’ the striking
differences in facility size between public and community
facilities. Nearly 95 percent of community facilities and
60 percent of their residents arg/;n/ieés-than-so residents
classes, while it may be recalléd that about nine percent
of public facilities and- only one-half of one percent of
their residents were reported to be in- the less-than-50
residents class.. The size classes defined for public
facilities are quite inappropriate for community facility
stratification. (p..1)

N

The,sampiing criteria varied with the size classes as shown in

Appendix A (Table A.3). For example, facilities serving 200 orfmore

- residents were included with certainty while facilities with one, two,

or three residents were sampled at a rate bf 1:58. Of the six largest
facilities:(those with 400 or more résidents), only éne facilify agreed
to participate. After éeveral‘extra efforts were made to solicit
cooperatiohAfrom these nonparticipating facilities, the project staff
decided to keep the one fécility in the study. make no adjustment for

nonresponse from these large facilities, and report that the largest

facilities are underrepresented.
&

2]

. 101
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are to be made, there should be one sample facility for
every 152,000/80 or 1,900 residents. However, there can ', )
be some gains in precision if every facility with 1,900
.or more residents is included with certainty. Also, it
was_@esirable to include with certainty some of the large
facilities that had _somewhat -fewer than 1,900 residents.
A convenient breaking point between certainty and non-.
certainty selections was 1,600, and the 14 facilities with
1,600 or more residents were included with certainty.
- There remained 249 facilities with 122,703 residents.
" Those-estimates were adjusted downwdrd to 121,856 which
‘contains 1,904 exactly 64 times. 'Sixty-four pecame the
number of noncertainty selections to be made, ‘one
selection for each 1,904 estimated residents. i

“ro distribute 64 selections across four regions and five
size classes required the use of the probability sampling
" technique of controlled selection. _
v.ﬁﬁring the data collection period, six of the sample
facilities were unable to participate. Substitutions from .
the same size and geographic classes were made for three
early fefusals. To adjust for the remaining three non- -
_ participating facilities, a double weight has .been
-~ assigned to three participating facilities of similar
.characteristics. (pp. 3-4) ‘

Appendix A (Table A.l) presents the distribution of-the total,
sample of 78 facilities, 14 cértainty and 62 noncertainty selections,

by size class and region of ‘the United States.

LI . : e
. e

| Community Residential Facilities

~ 5

Ig 1977 a natibnai%mailvéensus was undertaken by the Developmental
Disabilities Project on_égsidentiél Sefvices and Community Adjdstment
at the University oflMinnesotg. A total of 4,427 community reéidéntial
facilities which met the folléﬁing definition participated in the survey
and.compriSed the sampling fr;me: .

Anyzcommunitf-basea livingvéuartest) which provides

'24;H5ﬁ:, 7 days-a-week responsibility for room, board,
-and supervision of mentally retarded persons as of '
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Survey Instrument

A three—page questlonnalre was deszgned to assess both the sources and

amounts of revenue and the general patterns of expenses of. resxdentlal

4

facilities. -The format of the.self—report questionnaire_was patterned
\ , . .

after an income statement that shows ehanées thaf have occurred in the
income position of an organization during a specific period of time.
Gross '(1978) ldentlfled several pOSitlve features of an income state—
ment format includlng:' a) the advantage of provxdlng a proflle of the
costs associated wieh running the organlzetlon, b) the advnntage of

‘

gomparing income and expenses simultaneously, and c) the advantage

of providing the contributors of resources (government agencies) with

information about the use of resources by the providers of the ‘service

(p. 43).
The development of the financial”questionnaire occurred over
& . - ’ . .
ceveral months. Table 3.1 presents an outline of the stages of develop-

ment of-the survey’ instrument. | ' .

After reviewing eeveral existing instruments, questions were
selected from several EOurceS. Table 3.2 presenté a profile of the
financial questionneire items by source. ~Several concepts were
important.in-develepingﬂphe inétrument and are defined below.

1. Cost: The title of this theeis includes the term cost. In
common usage cost is most oftén used to meen expired cosf; wnich, by
definition, are enpenses. By standard definition, hoyever, cdét means

the totality of relevant resources (expired and unexpired) used to

O

ERIC

Aruitoxt provided by Eic:



78

Table 3.1

Ve N - .
. . Stages 'of Development of Financial Questionnaire

. i . - '

Stage ' Activity : Time Line
_ #1 Project staff members reviewed the 1itérature to Janﬁary-
compile a set of research‘questions. : July 1977
v , - . .
#2 Goal analysis survey of project staff and a panel . July 1977~
of 30 national experts in the field of residential January 1978
services.. .

JIwo research issues emerged from the goal analysis
survey as very important: . .

1) What are the sources and conditions for receiving
the facility's program income, including services to
particular residents? v

2} what are the objects, purposes, amounts, ‘and
conditions of the facility's expenditures? "

. Ay
The rating scale ranged from 1-3 with 3 as the
most ;mportant and easily obtainable.

'Issue #1 received a rating of 2.5 on importance

and 2.1 on feasibility. < - '
Issue #2 received a rating of 2.3 on importance /
and 1.8 on feasibility.

#3 Several sources were consulted in developing the April-
questionnaire, including: Conley 1973; D.D. Office, June 1978
Survey of Public Institutions for the Mentally
Retarded; NIMH Annual Census of Patient Character=-
istics; Social Security Administration, Survey of
Institutionalized Persons; Scheerenberger, National
survey of Public Residential Facilities; National
Center for Health Statistics, Nursing Home Survey.

Professor Laird Heal of the University of Illinois
was also consulted. _
\ From this review, a very abbreviated form was
developed to assess the total operating costs and .
the total sources of revenue. This short interview T
consisting of two guestions was pretested during ‘-
- June, 1978 in several field sites. '

3 ' : /
103
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Table 3.1 (continued)

Stages of Developmert of Financial Questionnaire

Stage ' Activity Time Line

#4 The financial questionnaire did not adequately June 1978
handle the concerns and research issues. The '
administrative interviews were too long during the
field test and aad to be cut to one hour. The
. respondent was unable to handle. the questions about
finances and the interviewers reported feeling uneasy
+  about handling financial guestions. : '

At this time it was decided to forego an interview and
to substitute a self report questionnaire to be com-
pleted by the fiscal agent of the facility. Thus, the
questionnaire could be completed separately from the
interviewing time enabling the fiscal agent to com-— /
plete the questionnaire at his/her ‘own convenience. //
A new questionnaire was fashioned based upon the -/
previous work in Stages #1-4. This form was tested in
Minnesota on ‘two public facilities and three community
facilities. ' :

The content of' the guestionnaire had to include
questions about the budget year Or reported time .
period; the sources of revenue by general category of
government or other contributor; the expenses by
géneral breakdown of personnel, capital, and all other
__expenses; the rent, market value or appraised value;
““the land area or lot size; the value of furnishings; . |
the per diem charge; and general questions about the '
provision of day programs in the operating expenses.
#5 The second pretest was scheduled by the University of July 1978
, Michigan for July, 1978. The financial ‘questionnaire
3 was dincluded for testing in several sites. A ..
_separate building inventory was also field tested.
Because of the expressed difficulty of several family
operators with this questionnaire, an alternative form
was developed and included in the interview booklet
(Appendix C). After minor modifications and the
refinement of definitions, the final version of, the
questionnaire was completed in September, 1978. A
copy of .the final questionnaire is provided in -
Appendix B.

O

ERIC

Aruitoxt provided by Eic:



|

Financial Questionnaire ftess

teal duatt
questionnaire

{1974)

Table .2

1

Finanuid) Yuestionndite Ttems by bouice

+ o it + @ -
- s 1 b bt s i 2@ 1+ i W bmg @ s Sm & e ® e - e || smeim -

Survey of Ikl
(Stheerenbeeyer,
1'1 1)

Nursing llume
harvey (IS,
1474}

Survey ol
Institutiunalized
Pecsons (1970)

~Lonley
{197))

survey ot bl
Jistitut yuns
(LILW, 1970)

Pl“" Harvwic
Mitchell, o
Co. {1970) .

Sources of Revenue-. .
). Fedaral soutces . . . . .
2, SLAt® BOUECHN « o v o o ¢ v 0 v s
3. Regional sources , . . . . . . o
4. County BOUTCHE v 4 v o v o o 0 e
S. Other governsent

6} Suppost from residents or family
(133 4 T
'y 1, Donations or contributions . . . .
8. total revenve {81-80) . . .\ . .

uEn‘iu
l.Total payroll o+ v v 0 0 00 0 e
| 2, Total payroll taxes . .
Y. Toral £ringes « v b0 v e e e
4. Capital expensas for
a} turniture/fistures . . . . . . .
D) OQUIpBMAL « v 4o v e o h oo
c) bulldings « ¢ v v v i
d) leasahold improvesents . . . . .
;? ¢) land .

s, fotal capital expenses .« . . . . .

6. ALl other expenses (nonpersonnel
. and noncapital) . v e
7. fotal expenses (01,05,06) . . . ..

Other Quastions .

1. Average per diea (charge) . . . . .
2. Average per dism (cost) . . . . ..
). Dxpenses compared; t0 incoms . . . .
4. Capital sxpenses compared to

typical year .. ...
‘S..Miqures for MR ondy? -« . . . . ..

" 6. What ‘percantage of expenses day
services and programe? . . . . . .
7. If rented, total fant . . . . ...
8. Appraised value of land/building .
9. Warket value of land/building . . .
. 10, Market value of furnishings . .". .
11. Expenses for repair/maintenance . .
+ 12, Land area (acresflot size)
1). Prolit/nonprofit/tamly owned . . .

o v ele

« o
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> -

‘produce or acquire specific goods or services. Cost is measured by the

amount of cas//paid for the property or services exchanged

- “

2. Expense/expired cost: The amount of resources consumed during

¥

‘a specific period of time.
- !
3. Asset/unexpired cost: Costs not consumed during the accounting

period that are, therefcre, available for future use (e;g., prepaid
insurance offbuilding/equipments) (Nationai Institute of Mental Health,
1980, p. 35).

4. -Revenue: The amcunt received or éé be received from the
customer for the goods or services which' the entity~is supplyinc_him
(Burns & Hendrickson, 1972, p. 96) . ;

5. Personnellexpense: Salaries, wages, and fringe benefits of
, r

. | , ‘
persons employed by the organizaticnx
‘ & .
6. Capital expenses: Costs for improvements, including costs for

\

long-term capital additions\or benefits which are diftributed over time.

\_ _ 7. Operating expenses. Supplies, articles, H materials con-

. I )

sumed and distinguishable from equipment or other long-lived assets by
A /.

being consumed within an accounting period.

i

8. Per diem charge: The per.day per person charged for a
. . B | ‘

"resident to live in this facility. This figure mignt also be known

as the reimbursement rate.

9. Per diem cost: The per day per person cost for a resident to

live in this facility. The cost may exceed the rate of reimbursement’
\

\

or charge. . . . \

!

-
- (q‘
(3
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10. Fixed’cost- fCosts incurred regardlessvof'the level of output

such as rent, wages and salaries of some . types of labor, some
,
‘utilities,and some maintenance. |

11. Variable cost: Costs which vary w1th the level of output such
/, .

R

as supplies, food, - some utilities and some wages and salaries.
- ., ‘;

Variable costs can be varied byﬁahhgementdeCiSions "in the short run.

\ t ot . ! N

i : .

/. 12, Direct expenses: Costs directly traceable to a particular

'program, department, .product or function. /
\ v : : o :
! - 13. Indirect expenses: Costs not directly traceable to a |
particular program or product. They-are expenses incurred as a !

i

/
general result of being in existence and presumably benefit all [
particular programs or productsrwitbin the' enterprise.

The survey instrument presented “in Appendix B should be con-

sidered as a gross measure of a facility's financial status. As

described in Table 3.1, the financial questionnaire was designed_to

assess patterns of revenue and expenditures - for a one-year time period
NG EAPS

\

R . T e
to -coincide with data collected'ﬁrom other survey instruments. Based

A -

. |
on field testing results, the instrument was kept\very brief in.
\' . i
‘'recognition of the respondents ﬂlimited time and resources as well as

2

) Vf ‘to enqourage 100% completion of;all itemsv All of these factors
precluded the development of aflonger, more detailed questionnaire

which would have spanned several renorting periods.
. T
ro The first section of ‘the. finanCial questionnaire agsesses the
! i
sources of revenue. For purposes of this $tudy, revenue was div1ded

- ,-u

intofthree sources: a) revenue ‘generated from government sources such

ERIC
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as federal, state, regional, and county levels; b) revenue generated
from the families of mentally retarded residents'or the residents them- -
selves; and .c) revenue fiom contributions, donations, and all other

sources.
1

Respondents were asked to specify the source of revenue by level of

A
government, such as "federal,' "state," or "county." "In several

instances, the names of specific programs were cited such as Title XX.
Pre-editiné of questionnaires recoded the mentioned source into one of
the government categories. All money flowed throuéh the state and was
listed as such by the respondent.
) . The-seeond category of reuenue is the income from family and ”
resident payments. 'Developmentally disabled-individuéls nay receive
assistance‘from Social Securit& or Supplemental Seourity Income (SSI)
to,pay for room, board, and related services. Families may elso pay
prlvate tultlon or a portlon of the cost of care. ' .
\

The last category of other contributions includes such sources of

revenue as United Way, donations from philanthropic organizatiohs, and

other fund raisers. No attempt was made to have respondents estimate

the inekind donations of volunteer help because of difficulty in placing

a dollar amount on such contributions.

The second section of the financial questionnaire contained

s

questions relating to expenSes.including personnel expenses} capital

expenses, and operatlng expenses.

potent1a1 source of error in, completlng the revenue sectlon of

the survey stems from the nature of relmbursement for prov1d1ng

| e

IJL;

e ot e
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_?residential services. A facility may not be able to identify and trace

the exact sources.of funds beyond the primary source of revenue. As
‘a result, the state‘contributions‘to a facility may be overestimated,
ana the federal share may be underestimated.

The second section of the guestionnaire was concerned with the

breakdown of expenses by three categories: a) personnel, D) capital,

P

and c) all other expenses.

i
’

Respondents were .asked to list tne total payroll expenses as well
'as the amount of money spent on payroll taxes and fringe benefits.
. ’ A !

Capital expenses were subdivided into the categories of furniture and
Ifirtures, eqdipment; buildings, leasehold inprovements, and land. Aall
other expenses and the total operat1ng expenses rounded out the
remalnder of th1s sectlon. In conjunctlon w1th the total operat1ng
expenses,_respondents were asked to prov*de the per diem rates,la
commonxterm in res1dent1al care. There were two types of per dlems

ascertainedE a) the per day per person reimbursement rate from a

AN

“ government source, and b) the per day per person cost based on ‘the

,total Operatlng expenses divided by the total number of resident days

~

(number of res;dents x 365 days).™
“An obvious limitation of-the- questions contained-in this second. . ...

_section was the failure to determine whether capital assets were
'depreciated;uwhether these assets were included in the .per diem rates,

/'-and the h1stor1cal patterns of cap1tal outlays.

The th1rd and f1nal section of the 1nstrument contalned a set of.

o

general questions regarding the value of capital 1nvestments. Based

103
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on pretesting, it‘was known that respondents had to rely upon estimates
in placing a dollgr value on 1and, buildings, and furnishings. fhe
questions were stfuctureé‘to determine rent, éppraised valdé, or
est@mated market value of land and buildings. Other questions assessed
the value of furnishings and ec¢::i .ment and the totél number of acres

oxr square feet dwned by the facility.
\
u Procedures
. A total of 1l instruments were used during the overall in-depth *
iﬁte;view study of fac?lit;es and residents. - Thé‘financiai forms and .
‘materials u#ed for this study'wereréart 6f.th¢'materialé'iistga in
f;ble 3.3 and,?able'3,4. All survey forms, cover Igtté;s, abstra;ﬁs;
phone scripts,jénd interviewei maguéls'wefe developed by‘the project
. staff at the Uniyersity bf Minnggdta between.Januéi? 1,,%978‘;nd |
September 1, 1978.. Fieid ;esting 6ccurred withinAféciliéies in Cangdé
in Juné;'1978'and %n the United States at several‘faéil@ties'in July,
1978 as documented in Tablg 3.1.
The actual interviews\wére con@uctéd bethen Septémbér, 1978 and
April, 1979 at 236 facilities. Trained ;nterViewérs ffomnthe Survey
"1Reseafch“Céhtéfwﬁfvéhé”UgiVé?Effywaf Michigéhmédﬁaﬁcted the'onsiﬁe
iﬁterviews'gnder the supervision of the fiela office aé Ann Arbor. The
project'sggff atkthe University of Minnesota co;labbrated with the o

/

University ofiMichigan in ensuring quality control 'in conducting the
study. ‘Step by step procedures were developed by the‘Uniyersity of

1.

_Minnesota staff in guiding the interviewers through the visit.'- Training

e : - 1ig
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. Table 3.3

:

Facility Forms

Purpose

Item Completion Completed
Method by
/.
Cover Sheet . Interviewer Names of facility &
Facility Admin. B respondents. Date-&
time ¢l interview
Facility . Interview Interviewer Characteristics &
Admin. information on
Questionnaire / pollc1es, procedures,
plans, etc.. of facility
Building - =~ Usually self- Facility Number of total build-
Description administered Administrati¥é ings. Specific infor-
Sheets_ = - : staff ~ ° ‘mation on residential
Forms A & B ’ buildings.
‘Show. cards Visual aids
-+ for Facility o
" Admin.. . -
Questionnaire
- Finantial self- © . Facility Sources of, income,’
: iQuestibnnai:e administered  Accountant or expendltures, general
. " other. person financial 1nformatlon
e responsible .
for finances

' Letter to *Introduce Financial

* Financial Questlonnalre to
Officer Finance Offlqer

" " Release of Self- . . Facility . Authorizes éécOuntant

—“—-_ﬁinformation--—wwwadministé;éd ' Administratqrm_mtoﬂcomplete financial _
- for Financial T ' -'“questlonnalrgaé
‘ Questionnaire - - 'x'~/

'TS£af£ Compo- Self-": Facility To collecﬁ?information
‘'sition Sheet administered Administrative on types’ bf staff
(Pub. & Comm.)" Staff employed, espec1ally
~ : ‘ p direct care staff . -
Staff Separa- - Self- ° Facility ‘To. collect detailed
tions (Pub. administered Administrative -information-on staff .

" Facilities) o : o Staff turnover for one-month

period. -

Y
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Table 3.4

. \
Resident Forms

Instrument Ccmpletion Completed - Purpose
' Method by

Respondent Ask knowlédge¥' Interviewer Selection of Direct

Determination ~ ‘able adminis- Care Staff member to be

Sheet trative staff interviewed ’

Release of To. be signed To authorize infor-

Information by parent or mation from records

Forms guardian

Personal Self- Care Personnel To collect basic

Record - administered or interviewer demographic information
or staff with on selected resident

Sheet

Cover Sheets- - :

Care Personnel
Questionnaire

Care Personnel

Questionnaire

" Respondent

Bdoklét,

Behavior
Description

Booklet

Care Personnel
Self-
administered
Booklet

. or interview

Interview Care .

Personnel for
each selected

access to
records

Usually the

. interviewer

Interviewer

Gives names of ‘selected
residents and care
pérson respondents

characteristics of
. resident, day program,
services, behavior.

Visual Aids for Care
Personnel Questionnaire

‘behavior desc¢ription
for each selected

resident problems
Self- Care Personnel To collect adaptive
administered Respondent
. ~resident
Self- - Care Personnel

administered

Job satisfaction scale
and selected items
about facility '
practices
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materials were also provided by the Minnesota staff to assure

! .
standardized procedures in handling each ‘interview. 1In addition, two

comprehensive (236 page) interviewer manuals were developed separately
for the public and community facilities.
‘ Interviewers from the Survey Research Center usually conducted a

pre-visit to the facility to.present an overview of'the survey
‘\\\instruments, establish a work plan, and set time lines for completicn
. ’ N
of tasks. At this pre-visit, the most apprdpqiate,fiscal agent of the
\\ facility was selected to complete the financial questionnaire. Whenever

4p$ss1ble, the f1nanc1al questlonnalre was ass1gned as qulckly as

:'poss1ble to allow the respondent tlme to complete work on the questlons.
: i

"Any problems related to the completlon of the f1nanc1al questlonnalre

;.were handled d1rectly by the progect staff at the Un1vers1ty of o

o ,
'Mlnnesota. Interv1ewers were- respons1ble for plcklng up the ccmpleted '

s, : ¢

questlonnalres and transmlttlng them to- the F1eld Offlce at Ann Arbor.

)

;: Almost all accountants, bookkeepers, and business managers cooperated

: ,."n o -

hfully and completed the‘questlonnalres w1th no problems.

v

AN The codebooks and tra1n1ng materlals for coders were also-

y r:

jdeveloped by the Mlnnesota staff. ~All ed1t1ng of quest;onnalres‘was.
completed by the pro;ect staff on frequent v1s1ts to Mlchlgan. All ”
.telephonefollow-upwork was conducted by the pro;ect staff.” A com-
plete descrlptlon of the ed1t1ng, codlng, and follow—up procedures in

' descrlbed elsewhere (Hauber, Bru1n1nks, Wleck, S&gford, & Hlll, 1980).n -
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‘Editing and Preparation -of Data
One source of'pﬁtential errcr occurs in the recording, coding, and

handllnglof data. Verification of financial data occurred in a
systematic process over several months. The recording, cod g, and up-
dated corrections of financial variables were handled on an item by .

item basis (100% check) at least six times during July, 1979 through

June, 1980. Speci#l checks on 100% of the data were made to determine

valid zeroes from‘missing data.
- . . S .‘\.
Survey respondents invariably do not answer all questions. In\
order to make population estimates of the financial information pro-\\\

vidéd byithe'sample~respondents} missing values were imputed. At the

-

suggestlon of the Sampllng Sectlon of the Unlver51ty of M;chlgan,
. estlmated values were supplled based upon the aveﬂage value of that

item-matched for CenSus reglon and size of faclllty. h‘. - ?/"

. In a few 1nstances, some f36111tles did not part1c1pate in the

study. Adjustment for faclllty nonresponse occurred as part of the

welghtlng procedures for populatlon estimates based on dlsproportlonate
strat1f1ed samples. ‘The weight a551gned to a fac111ty was the

‘fﬁreclprocal of the probablllty of that fac111ty s selectlon in the
SR 1

f{;sample._ Rec1procal welghts were aSSLgned‘by the Sampllng Sectlon of
'the-furvey Research Center. |
The'populatlon flgures presented in“Chapter IV represent estimates~
of.the true rewenues; ekpenses,land capital investments of publiciand_
communlty re51dentLal facllities. hll estimates have been”rounded'off

to the thousand dollar place. Appendix D conta1ns the sampling errors -

for specific population estimates.



IV. RESULTS

Results will be presented in the same order as the study
objectlves. First, revenues, expenses, and capital investments will be
presented for public residential facilities, communlty residential )
facilitiesr and combined groups. Second, analysis of per diem rates by
selected organizational factors'wiilvbe presented Lo test stated

hypotheses. Third, cost function analyses are presented of multiple

factors that may influence per diem cost rates.

" péscriptive Analysis

The total revenue for public reszdentlal fac111t1es (PRF) dur1ng
1977 1978 is preéented in Table 4.1 and totals $2. 63 bllllon. Govern-
ment sources account for 98% of the PRF. revenue or $2.57 b;lllon. The

_single 1argest contrlbutor to pub11c re51dent1a1 facilities zs state

vl

dsupport wh1ch totaled over $1 9’ blllzon. Federal and famlly support

may be underestlmated due to the 1nab111tyaof respondents to separate

and identify those“Sources from?state appropr;atlons. Count1es and
regions were«identified as contributing the least amount of . money to'.

public re51dent1a1 fac1lit1es.

1

Table 4 2 presents the total revenue for communlty r szdentlal

fac111t1es in 1977-1978. In contrast w1th the .otal revenue - of $2 a3

blllzon for PRFs, the total revenue for- CRFs was sﬂg/;flcant;y less at_

L

~
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_ Total Revenue of PRFs in United States in 1977-1978
(U.S. Probability Sample, 1978- ~-1979, 100% Reporting)
Populatlon Estxmates

Source - ' Dollars $ Total

Total Government . ; $2,570,000,000 98%
Federal ' b 642,200,000
State ‘ _ 1,923,376,000
Region o / o —
County : , © 14,000
other (Government source not specified) " 4,410,000
Total Resident/Family - ' S 43,000,000 - 2% -
Total Donations . - - , 13,600,000 £ 1%
" U.S. Total Revenues - B $2,626,600,000 - 100%
‘Table 4 % : _ :};="

Total Revenue of CRFs in Un1ted States  in 1977- 1978
. (U.Ss. Probablllty Sample, 1978-1979, 100% Reportlng) N
. Populatlon Estimates -

. Source - - - . pollars % Total
- B - . s L
Total Government i+ e a 5350 565, 00 . 72%

Federal o R s, 147,900

State ' . 120,409,900

.Region = - S _ .+ 9,402,000

county © . v . K : .7 26,168,400 .

Other (Government 'source not . spec1f1ed) o 69 436 800
Total Re51dent/Fam11y o Y i 93 095, ooo © o 19% .
Total Donatlons o . : 40 386, 000 . . 9%
U.5. Total Revenues - , $484,046,000- ____ 100%
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$484 mllllon. However, the number of mentally retarded residents in
éRFs totaled 151,972 and the number of residents in CRFs totaled
62,397.of of June 30, 1977.

Although government sources comprised arlarge proportion of -
revenue (72%); the proportion of resident and family contributions as
’well as donations,were appreciably higher ln CRFs than in PRFs. The
relative dollar amounts from each source were more equally divided in
CRFs: federal sources_($l;5 million), state ($120 nillion), county
‘“($26.million), other government sources ($69 million), resident/family
(93 mllllon),.and total donatlons ($40 million). ;. -

The population estimate of comblned revenue for CRFs and PRFs is

Apresented in Table 4 3. In l977 1978 the total revenue rece1ved by

5publ}c and communlty re51dent1al fac111t1es equalled $3 ll billion.

,Government sources accounted for 94% of that total ($2 9 bllllon) while ;.'

- [
o LR

resxdent/famlly contrlbutlons were 4% of ‘the total ($l36 mllllon) and

£

' donatlons equalled 2% or $54 mllllon.ﬁ

Qrovxdlng resxdentlal care to mentally retarded people is a labor

- \

1ntensxve 1ndustry that requlres 24-hour superv151on of varylng

".intensity. . The personnel costs of publlc resxdentlal facllltles

reflect the sxze and type of re51dent served (75% are severely or /.

_profoundly mentally retarded (Scheerenberger, 1978a) Table 4.4 ff'

- i
/

summarizes the expenses for publlc resxdentlal faCllltleS. 'The pay-
roll expenses of - publlc resxdentlal faCllltleS totaled $2 165 bllllbn
or 79% of the total expenses.' Of that amounb payroll taxes’ equalled

9% or $186 million and frlnge benef1ts totaled $230 mllllon or: ll%

.
A 4

!
¢!

B
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Table 4.3
Total Revenue of PRFs and CRFs in Unlted States in 1977-1978

(U.s. Probablllty Sample, 1978-~1979, 100% Reportlng)
Population Estimates

Source ) ‘Dollars ' % Total

Total Government , $2,920,565,000 . 94%
Federal . 767,347,000
State 2,043,785,900
Region 9,402,000
County- ~ ° . 26,169,800
Other (Government source not specified) 73,846,800
Total Resident/Family (SSI) 136,095,000 4%
Total -Donations - ' ) 53,986,000 2%
U.S. Total Revenues '  ’$3,110,646,000 , ~  100%

RS

" t

i Other operatlng expenses such as transportatlon, food, res1dent
.tralnLng, staff tralnlng,and consumable sypplies accounted for 16% of:

!expenses or $428 mllllon. Cap1ta1 expenses such as furnrture “and

equlpment totaled $l42 mllllon or 5% of- the total expenses of $2. 7

4

bllllon;
| Personnel expenses in communlty resldentlal‘facllltles consumed
7.52%‘of the $518 mllllon total expenses or $268 million. As shown 1n
Table 4.5 the proportlon of money (52%) was cons1derab1y 1ess than the .
proportion spent in PRFs for personnel (79%) . In the several "fam;ly |
run" fac111t1es personnel expenses are extremely low s1nce-there is"no-

formal payment of salaries or frlnge beneflts.- Communlty res1dent1a1

fac111t1es, on' the whole, are. much smaller, have fewer staff members,_‘l

and do not employ spec1a11sts to prOV1de day and support servxces.

.
) . N . v . 3
v ~ : ~
. . g - -
- . . . )

118
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 Wable 4.4
Total Expenses of PRFs in United States in 1977- 1978

(U. S Probability Sample, 1978~1979, 100% Reportlng)
Populatlon Estlmates

Type 5 _ Dollars % Total
Total Payroll ' $2,165,378,000 . 79%
Total Payroll Taxes 185,942,000
Total Fringe Benefits . 229,729,000
Total Capital Expenses , 141,972,000 5%
Furniture & Fixtures ' 11,239,000
Equipment _ v . . 21,803,000
- Bui'ldings : 93,647,000
Leasehold Improvements - _ 13,891,000
Land : . 1,492,000
Total All Other Expenses ; 428,160,000 16%
U.S. Total Expenses’ o .$2,735,510, 000 100% -
. Y
Table 4.5 - -

’_ otal Expenses of CRFs in United States in 1977-1978
(p.s. Probablllty Sample, 1978 1979, 100% Reportlng)
‘ Populatzon Estxmates ,

Type . P . / ~_Dallars . % Total.
Total Payroll . ° _ : / . $267,605,000 52%
Total. Payroll Taxes _ » - o ~ . 19,698,000 . N )
-~ Total Fringe Benefits / . 11,146,000
$-7Tbta1 Cap1ta1 Expenses o '“;/" : o 59,989,000 Lo 12%
Furniture & Fixtures K o 12,422,000 A
. Equipment - o o o 4,972,000
:‘Buildings L _ | 35,865,000
Leasehold Improvements , - - 3,055,000
Langd', s o _ 3,675,000
~ Total All Other Expenses,’ R 193,521,000 . 36%
U.S. Total Expenses SR " . $517,815,000- ° 100%
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Payroll taxes and fringe penefits were considerably less (11% or $30.7

million) when,compared to the proportion of these expenses in PRFs
. . . . \
. (20% or $3l4 million).

Other operatlng expenses such as transportatlon, food, and con-

’sumable supplies accounted for 36% of the total expenses ($194 mllllon)

of communlty res1dent1al facllltles. Capltal expenses for furnlthre,
.equlpment, and remodeling totaled $60 mllllon or the rema1n1ng 12% of
the total expenses. B

Table 4. 6 shows the comblned total expenses of PRFs and CREs. The

~total expenses of $3 25 bzlllon are greater than ‘the total revenue of .

'
ot

f$3.ll'billion in Table 4;;. The.dlfference between ‘revenue and expensesﬂr -

v represents approxlmately-a 4%‘deficit spendingllevel: The d1fference _'”p
‘%.of $l4-nllllon may be due to three causes a)‘roundfng errors,

b) nonproflt fac111t1es tend to run at def1c1t levels whlle proprletarykrh

"fac111t1es tend to operate with a proflt margin due to the mellclt

costs of personnel‘rather than the d1rect expenses of salar1es for the

proprletor, and \c) the qomlnant form of payment for res1dent1al “

services is reimbursement by th1rd party payers after care is rendered

(Johns, hapman, & Raphael 1976) Thls method may allow relmbursement
N

‘of service prov1ders for costs 1ncurred w1th payments rendered after‘

“ <A

the account1ng perlod has ended ‘The comblnatlon of pay1ng for costs
_1ncurred as well as lag 13 relmbursement time may account-for the
majority of the $l4 mrlllon. Personnel expenses ($2.4 bllllon) account
" for®75% of the total expenses, of $3 25 bllllon. " all’ other operat1ng
expenses ($622 mllllon) total 19% of the totaL followed by cap1tal

expenses ($202 mllllon).
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-_Table 4.6
Total Expenses of PRFs and CRFs in United States in 1977-1978

(U.s. Probablllty Sample, 1978-1979, 100% Reportlng)
Population Estimates

Type . ' ' Dollars % Total
_ Total Payroll . - '$2,432,983,000 75%
.\‘ ) e . )
Total Payroll Taxes - .~ 205,640,000
Total Fringe Benefits ' , . 240,875,000
Total Capital Expenses - . 201,961,000 : 6%
Furniture & Fixtures = ) 23,661,000 '
Equipment - - . , ‘ ’ . 26,775,000,
Buildings . ‘ - ' 129,512,000
Leasehold Improvements . 16,946,000
- Land , S . -. 5,167,000
Total All Other Expenses 621,681,000 . _19%
U.S. Total Expenses S $3,253, 325,000 100%

One of the most difficult questlons posed to respondents was an

estimated appra1sed value of land bulldlngs, and equ1pment. lac1ng

a pr1ce on bulldlngs that are spec1ally constructed facllltles or wh1ch
may be bullt over several years of a faclllty's operatlon has perplexed
several researchers in the past. G1ven the varlous assumptlons and

estlmates made by survey respondents, Tables 4 7 4.8,‘and 4.9_present

‘ o

the best 1nd1catlons of. cap1tal 1nvestments. Y
For public res1dent1al fac111t1es, the total appralsed value of .
land and bu11d1ngs totaled $4 Ol bllllon, the value of furnlshlngs was

approxxmately ll% of that flgure or '$439 mzllzon. Annual ma1ntenance

\
expenses for cap1tal 1tems were . estlmated at. $4O mllllon for PRFs 1n
£ LI Ve " " . ‘o IS

.
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Table 4.7

_ Total Value of Capltal Investments- for PRFS

A . in United. States in 1977-1978
(u.s. Probablllty ‘Sample, 1978-1979, 100% Reporting)
R Populaticn Estimates ;
o <.
‘Type pollars
- L v T I . )
Total Appraised Value of Land & Buildings $4,009,360,000
Total Value of Furnishings 439,277,000
Total Maintenance Expenses 39,609,000
Total Number of Acres : ' 12,359 acres
Table 4.8
Total Value of capital Investments for CRES
in United States in 1977-1978
(U.S. Probability Sample, 1978-1979, 100% Reportlng)
Type " pDollars
Total Appraised Value of Land & Buildings .. $1,289,630,000
Total Value of Furnishings 136,793,000
Total Maintenance Expenses 11,792,000
Total Number of Acres = ' ’ 3,441 acres
:rable 4.9
Total value of " Cap1ta1 Investments for PRFs and CRFS
in United States in 1977-1978
(U.S. Probability Sample, 1978-1979, 100% Reporting)
Type Dollars
Total Appraised Value of Land & Buildings $5,299,000,000
 Total Value of Furnishings _ 576,071,000
Total Maintenance Expenses . 51,401,000
Total Number of Acres _ 15,801 acres

T e

0
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1977-1978. The total number of acres held by PRFs was approximately
I : ’ : ’ :

12,359.

Capital investments aré considerably less for CRFs than PRFs as
shown in Table 4.5. The appraised value of land and buildings was
$1.29 billion,‘@ith furnishings totaling $13?'million. Maintenance
expenses tétaled $11.8 million gpd the total nuﬁber of acres held by
CRFs was approximately 3,441. - :

The total vélue of capital investments for all PRFs and CRFs was
$5.3 billion as shown in Table 4.9. The total value of furnishings was
-$576 million and the total maintenance éxpenses were $51 millionf

Approximately 15,801 acres are held by pubiic and community residential

o

facilities.

Respondents. were asked to give both the per day per person reim=-
bursement rate and the‘per day'per pe#sqn cost of residential care.
Table 4.10 presents a breakdown of per diem reimbursement rates and
per diem cost‘rates7 In mo§t cases the reimbursement rate reported by
public.residential facilities was $2.00 - $3.00 less than the cost
rate. Community residentigl.facilities §ifferea‘by $1.00 = $2.00
>between the charge and co;t rétes.‘ Per diem reimbursement rates are

-

alﬁo}presented by faéility size categories. Public résidential' :
fécilities with fewer than 500 residents reported the highest per diem
of $60.05. Lower per diems were reported for larger facilities:
$41.68 for facilities w&th 500-999 residents, $47.81 for facilities

with 1,000~1,599 residents, and $46.82 for facilities with more.than

1,600 residents. In contrast, community residential facilities showed

I~
o
¢S
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Table 4.10

’ comparison of Per Diems for PRFs and CRFS
in United States in 1977-1978
(U.S. Probability Sample, 1978-1979, 100% Reporting)

o

. Mean SD
PRF Per Diem Charge (Weighted for nonresponse) $49.91 ' 21.65
‘PRFIPer Diem Cost (W¢igh€ed for nonresponse) ' 52.57 22.74
CRF Per Diem Charge (Weighted for nonresponse) . 18.71 11.50
CRF Per Diem Cost (Weighted for nonreséonse) 20.2§‘ 12.81
size of PRFS ’ Average Per Diem
<500 | ‘ $60.05
500 - 999 : ' 41.68 |
1,000 - 1,599 ‘ . .47.81 ‘
1,600 + ' 46.82
size of CRFs : Average Per Diém
1- 5 ' ’ $15.51
6 - 15 _ 16.40
16 - 32 : 18.86
33 -64 | L 25.50
65 + , ‘ "+ 25.09

a steady progression in per diem rates, with the smallest facilities

having the lowest per diem (S15.51) and the larger facili;ig;_reportingf~~‘

higher per diems ($25.09).
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Descriptive Analysis by Census Regions

The patterns of revenue for PRFs and CRFs are ﬁresented byréensus

regions in Tables 4.11 and 4.12. As described in Chapter IXI, Hess

selected the sample of facilities to represent the census regions thus

allowing geograph;qipompa:isons.-

[

The census regions are defined as follows:

Southern Region

1, Northeastern Region 3.
~:snnecticut Alabama
Maine ' Arkansas
Massachusetts DeXaware
New Hampshire ‘District of Columbia
New Jersey Florida
New York Georgia
Pennsylvania Kentucky
Rhode Island Louisiana
Vermont Maryland
. Mississippi
2. North Central Region NortH“Carplina
Oklahoma,’
Illinois South Carolina
Indiana Tennessee '
Towa ‘Texas
Kansas virginia
Michigan \ West Virginia
Minnesota AN - '
Missouri . 4. Western Region
'Nebraska "~ . _ ‘
North Dakota Alaska R
Ohio Arizona
" South Dakota California
Wisconsin Colorado
‘ Hawaii
Idaho
Montana
Nevada
New Mexico '
Oregon
Utah
Washington x ;
Wyoming S
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Table 4,11

Sources of Revenue of PRFs. by Census Region in United States in 1977-1978
(U.S. Probability Sample, 1978-1979, 100% Reporting)
Population Estimates

Source . , No;theast INorth Centrai South Wesf' ;
Government 861,156,000 696,103,000 $642,507,000 $373,541,000
 Pederal . 286,'413,000H 123,178,000 171,448,000 56,784,600
State 574,501,000 565,259,000 467,'543,000 26,757,00
Regiona; -- - - | -
C&ﬁnty -- - 14,000 -~
Other {Governnent source 22,00 1,666,000 3,501,000 -
ot specified) o !
./Resident/Familf 14,327,000 5,992,000 - 17,636,000 2,105,000 -
Contributions LA LA%00 s 409,000
 otal GB77,697,000 $708,529,000  $667,674,000  $376,035,000

0T



Table 4.12
Sources of Revenue of CRs by Census Region in United States in 1977-1978
(0.5, Probability Sample, 1978-1979, 100 Reportlng)
Population Bstimates

M —
§92£S§af" | s | Ngrtheast .‘North Central South _ West
ool Perment G 83,660,000  $124,207,000  § 63,707,000 § 74,923,000
Federsl - 5,0%6,000 40,854,000 24,080,000 32,860,000
st | WEEB00 %200 125,000 16,851,000
Region?! | - 1,270,006 | - a0
'counfy' T 7,688,000 | 13,710,000 3,015,000\ 1,350,000

(Government source not - | .
other ’ 19,357,000 32,181,000 - 1,358,000 15,730,000

specified) . g | | ,
! R : | l
. ' ' . ] '
Resjdent/Tanily - 23,164,000 31,982,000 26,526,000 10,267,000
Contribytions A 5,754,000 8,490,000 10,640,000 15,009,000
ol ©§112,562,000  $164,689,000  $100;873,000  $100,190,000

125

€0T
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fhe estlmated revenue for. Péﬁs in the Northeastern reglon (s878
‘million) as shown in Table 4.11 is greater than revenue for any other
vregion. The Pgﬁs rh North Central states reported the next. highest
' revenué.($7dé.hilliohs followed hy'theSOuthernreoion (s668 hi;liOn) and
the.WeSt‘($376 million). The proportion of revenue contributed by
government Serﬁices Was_appro:imately 98% ih all four regions.

.able 4.12 provides a similar profile of revenue.for CRFs. - In

- ..

contrast, the- North Central reglon reported the hlghest amount of
" revenue with $165 million followed by the Northeastern states with
$113 million. The Southern region-reported slightly higher,revenuee
($101 million) than the CRFs in the Western states ($100 million).

In examining the relative contributions of sources across'regionsr'
one can aetect a few notable trends. The government cohtributions vary'
from 63% in the Southern region to 75§fin all other regions: Withih ]

governmental sources, etate contributions showed the greatest range
from 23% in the West to 55% in the South. County §ﬁpportito reeidential
facilities 1is proportiohally higher in the North Cehtral_region (11%)
and Northeast region (10%) when compared to the South and West.
Re51dent/fam11y contributions showed llttle proport10na1 varlatlon'
across regions: Northeast (21%), ‘North Central (19%), South (26%),
and West (16%){

The PRFs in the Northeast region recorded the largest expenses
-($932 million):foliowed by thelSouthern region ($719 million), the
North Central ($699 million), and the West ($374 million) as shown in

. : /
Table 4.13. » /

/:1,3(}.



Table 4,13

Expénses of PRFs by Census Regions in United States in 1977-1378
(U.S. Probability Sample, 1978-1979, 100% Reporting)

- Population Estinates

N

O
.

Type " Northeast North Central suth | West
fotal Payroll Expenses 0 556, 5TL 00 455,610,000 $294,721,000.
Payroll Taxes Cenus,000] 60,080,000 36,852,000 24,797,000
" Fringe Benefits 9,364,000 54,013,000 47,218,000 28,466,000 -
. : ’ i S \ S
Total Capital Expenses 19,290,000 32,826,000 65,704,000 o 22,982,000
' pumiture § Fixtures 266,000 LS00 431300 252,00
Equipnent 2,021,000 5,378,000 9,556,000 3,865,000
Buildings CosM0 00 647,000 11,895,000
* Leasehold Inprovenents 2,965,000 935,000 5,068,000 4,700,000
Land 1,2?1,000 181,000 210,000 -
ALL Other Expenges 151,998,000 109,765,000 108,210,000 56,505,000
Totsl Expenses 930,106,000 $699,162,000 . §719,524,000  $374,208,000
. ) L

Bt

SOT



* Payroll eipen;es in PRF; ranged from $295 millién-;n the West
_upward to $761 million in the Northeast region._ Capital expenses in
PRFs.wete similar iﬁ;phe Northeast and Westeth“regions, $19 millioﬁ and
523 million, respeetively."The South and North Central states
reported considerabiy higheéer capital expenses of $6é million and $33
.million; respectively. All other ope;eting expenses averaged

approximately 15% across all regions.
Table 4.L4 illustiates a somewhat similar description of expenses
'"gQF CR?sfby census regions. The tank order of expenses for CRFs by
.censub reéions is: North Central (s183 millions, Northeast ($123
'mllllon, South ($109 mlllxbn), and West ($107 mllllon) Some regional
variation. in proportlonal money spent on payroll can be noted with' the
Northeast and North Central reglons reportlng approximately 54% o~ all
expenses for payroll, and the South and West reporting 50% and 44%, |
" respectively. The capital expenses reported by the CRFs in the No:th
Centrai‘region ($l7;8 million), Southern region (§17.9 million), and
Western %egiog (§16.7 million) are very similar while the Northeastern
regipn shows a substantially lower aﬁount ($7.7 million). All other
operating expenses were p;oportionally similar: West (40%), Norteeast
(39%), North Central (3?'%)'-,' and South (33%).
The capital in;estments of public residential facilities in land
and buildings are falrly comparable in all foer regions: Northeast
($1.06 bllllon), North Central ($1.15 billlon), West ($l 003 billion),

and South ($795 million). Approximately 10% of these respective amounts

was listed as .the value of furnishings: Northeast ($137 million),

133




.Table 4.14

*  Expenses of CRPs by Census Regions in United States in l977~l978

!

Population Estimates

(U.S. Probability Sample, 1978-1979, 100% Reporting) - |

‘Northeast

North Central

Type | South Hest

Total Payroll Expenses $67,899,000 | $97,317,000 \ $55,029)006 $47, 310,000

. Payroll Taxes 4,933,000 7,343,000 3,623,000 3,799,000
Fringe Benefits 3,615,000 3,489,000 2,131,000 1,911,000

Total Capital Expenses LI03,00 10,770,000 17,907,000 16,674,000
Purniture & Fixtures 1,979,000 5,215,000 " 2,549,000 - 2,679,000
Equipnent 117,00 1,903,000 17,00 1,180,000
Buildings 6,352,000 8,073,000 © 12,49,000 10,559,000
Leaseﬁold Impfovements 18,000 “" | 1,927,000 | 1262,000 788,000
Land 177,000 653,000 1,376,000 1,468,000
L. ' ) | : ‘ .

Total Expenses §12,20,00  $182,326,000  $108,666,000 .

$107,128,000

Cad
Ui

LOT
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North Central (S138 million), South ($108 million), and West ($55 million).
The Southerﬁ%RFsheld the largest amount of land with 4,213 acres. The
?Northeast region reported 3,611 acres followed by the West with 1,529
acres and North Cantral with 3,006 acres.

Community residential facilities reported appralsed value of land
and Ealldlngs as $238 Allllon in the Northeast, $389 mllllon in the
North Central states, $223 million in the Southern region, and $439
million in the West. 'The value of f;rnlshlngs showed wide variation
from a low of $14 million in the South to $20 million in the Northeast,
$49 million ig the West to the highest reported value‘of $53 million
in the North Central region. The total humber'of acres held by CRFs
in each region was as:followsz Northeast (GOf acres), North Central

(1,761 acres), South (482 acres), and West (274 acres). Tables 4.15

and 4.16 present the profiles of capital investments for PRFs and CRFs.

bescriptive Analysis pyASize Categories
\E? no sihgle dimension_dO»PRFs differ more from CRFs than in
terms ofwsiiélsfyhﬁﬁgér of mentally retarded residents. CRFs r;nged
in size from 1 resident to over 406,'while PRFs served as few as 10
residents to over 3,000 residents. |
for analysis purposes.the sample public residential facilities
were grouped into four.size categories: é) less than 500 residents
(n=18),  b) 500 to 999 residents (n=25), c) 1,000 to 1,599 residents
TN
(n—21),\3n@\‘d) 1,600 or more residents (n= 11). In contrast with this“‘”

distribution}Kgpe sample CRFs were divided as follows: a) 1 to 5
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Table 4.15,

Capital Investments of PRFs by Census Regions in United States in 1977-1978
(U.S. Probability Sample, 1978~1979, 100% Reporting)

Population Estimates

S

Type Northeast

North Central

\ South

Hest

| Appraised Value of . ’
Land & Buildings »1,060,770,000

Appraised Value of

Furnishings 137,431,000

Maintenance &

Repair Expenses . 6,596,000

Total Nuber of

Acres of Land 3,611 acres

\

\

| .
|
§1,150,530,000 §794,695,000

138,429,000

9,757,000

3,006 acres

108,291,000

18,539,000

4,213 acres

51,003,350,000

55,125,874

4,716,000

1,529 acres

) ""
| lifgli;‘ 1_0

l
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Table Q/IG
/

1 . ; ; :
capital Investments of CRFs by CensugﬁRegions in United States in 1977-1978

(u.s. Probability sample, 1978-1979, 100% Reporting)
! Population Estimates ‘

;

/.

7

Nértheast

“ North Central

South
7

West

! f,
1ised Value of 3
& Buildings /'$237'836’000

/

nised Value of 20,209,000
ishings
tenance & 2,784,000

ir Expenses

1 Number of

s of Land 607 acres

.$389,241,000

52,761,000

4,680,000

1,761 acres

$223,§34,ooo

!

i

14,520,000

2,061,000

482 acres

$439,024,000
49,303,000

2,267,000

274 acres

OTT
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residents (n=39), b) 6 to 15 residents (n=58), c) 16 to 63 residents
’_(n=31), and dj) 64 or more'residents (n=33).
Tables 4.17 and 4.18 present the.revenue patterns of ?RFs.and
/-CRFs; respectively, by sizerof”facilitf. The proportion of money
" . (98%) comlng from government sources is consistent across all size:
groups of pub11~ re51dent1al fac111t1es with no relationship detected
between size and reimbursement patterns. The federal state share of
revenue"reported by respondents in the smaller size categories was
31%/68% while the larger categories reported‘a 17%/83% split. The
specific.federal-state'patterns were: size category 1, 32%/68%;
-size category 2,_31%/69%; size category 3, lS%/BS%; and eize category
4, 19%/81%. Once again, the estimates provided by the respondents may
underestimate the true federal share. The relative proportion of non-
government contributions equalled 1ls-2% for each size group. When
combined, the size categories of 500-1,599 residehts accounted for over
$1.54 billion in revenue or 59% of ali revenue reported. This com-
"bined size oroup also accounts for 39.6% of ail residents in public
residential facilities.

The revenue patterns of CRFs, as shown in Table 4.18, show an
increasing growth. 1n total revenue reported as the size of facilities
ihcreases. Theestzmatairevenue of facilities with l to 5 re51dents

L.
was $38.2 mllllon, 6 to 15 re51dents was S$118 million; 16 to 63

residents was- $138 million; and 64 or more .residents was $190 mllllon.

Government was the largest source of revenue across all community

facilities with facilities of 6 to 15 residents receiving 82% of its

I~
o,

S



. Soutces of Revenueg of PRPs by Size Groups in United States in 1977-1978
y Sample, 1978-1979, 1008 Reporting)
Population Estinates

(0.5, Probabilit

 qable 417

——
Souzce Numbef of Residénts
o ¢500 0- 99 LO0-L5 L0
Tota] coperuent 90,756,000 S0, TS,00  S6TS,TB000 - $366 88,00
Fedtal 0000 BLOILG0 037300 618900
State 7,382,000 0750 S0 - 29800
kegiOnal - - , - -
ousty - - 14,000 .
Othet L0000 4,137,000 . 168,000
Resigent/FaniLy 300 196,000 SN 5,403,000
CortjhugiOns/ Donat ons 098,000 2,616,000 3,569,000 2,567,000
Total | 0,007,000 $858,517,00 A0 STHEI0
B S ,

}-‘:L
L)

TT



Table 4,18
: Soﬁrces of Revenues of CRFs by Size Groups in United States in 1977-1978 |
(U.8. Probability Sample, 1378-1379, 1008 Reportlng)
' Population Estlmates

€ETT

 source - :. . Nunber of Residents
| 1-5 6-15 16 -6 64 +
| — — — ,
Total Government $30;949,000  § 96,208,000  § 89,694,000  $129,579,000
_ Federal 1,915,000 19,947,000 40,119,000 61,748,000
state L0 BI5,00 00600 380,00
Regional - 4,796,000 1,270,000 3,336,000
. . !‘ C
County . 1,523,000 9,143,000 10,085,000 5,011,000 /
~ Other (Government source not ' I, ' ‘ ‘
Resident/Family | ~ 5,807,000 19,251,000 31,213,000 35,668,000
'Coﬂéributipns/nonations v 1,419,000 2,068,000 16,599,000 19, 398,000
~Total - | (§38,175,000  $118,007,000  $137,506,000  $184,645,000
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revenae_from government sources folloﬁed by facilities with 1 to 5
residents (81%) , 64 or .mcbre residents (70%), and 16 to 63 residents
.(63%) The® greatest use of donatiops and other contributions was
reported by facilities in the upper size ranges. 16 to 63 residents
(12%) and 64 or more residents (11%).' These larger facilities were
usually residential schools with church or other private affiliations.
Resident and famlly revenue accounted for 15% of the total revenue in
the smaller size categories and approximately 20% in the 1arger
facilities serving 16 residents or more.

The expenses of PRFs and CRFs are reported in Tables 4.19 and 4.20,
respectively. PRF personnel expenses ranged from 75% of the budget in
facilities of fewer than 500 residents to 83% of the budget 4in the
second largest category, 1,000 to 1,599 residents. Capital expenses
showed little spread ‘across the size categories averaging between 3%
and 7% of the budget. The remainder of approximately 13% to 19% of
the budget ia all size categories was spent on all other operating
expenses. .

The expense patterns reported by CRFs show greater diversity than
those of PRFs. In facilities serving 16 or more residents, the
propértica.of money speft on personnel, capital and other operating
expenses totaled appromeately 57%, 9%, and 34%, respectively. |
Facilities with fewer than 5 residents spent a lower proportion of
money on personnel (28%) than facilities with 6 to 15 residents (42%).

i
The 1owest proportion of mohey spent on capital items (8%) was reported

by facilities with 16 to 63 residegts, whereas the proportion repérted

by facilities with 1 to 15 residents was 16%.
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.Table 4,19

'Expenses,of PRFs by Size Groups in United States in 1977-1978
(U.5. Probability Sample, 1978-1979, 100% Reporting) |
Population Estimates :

Type Nunber of Residents

T - € 500 500 - 999 1,000 - 1,599 1,600 +
 Total Payroll Expenses §952,641,000 ~ $679,058,000  $628,885,000 297,187,000
Payrol Taxes ' AL917,00 43,503,000 75,316,000 24,438,000
Fringe Benefits ) - 44,845,000 72,717,000 81,040,000 . 30,358,000
Total Capital Expenses 3,088,000 61;907,000} 25,394,000 17,993,000
Furniture & Fixtures 2,463,000 2,424,000 4,720,000 1,510,000
Equipnent 5,196,000 7,160,000 5,601,000 3/662,000
 Buildings 14,809,000 51,208,00 14,1500 12,632,000
Leasehold Inprovements 13,016,000 86,000 378,000 189,000
Land | 604,000 309,000 580,000 -
ALl Other Expenses 142,295,000 127,288,000 97,616,000 59,339,000
Total Expenses $130,9,000 * $868,253,000  §751,895,000  $374,519,000

ERIC

Aruntoxt provided by Eric
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Table 4.20

Expenses of CRFs by Size Groups in United States in 1977-1978

@

t

(U.5. Probability Sample, 1978-1979, 1008 Reporting)

Population Estimates

Type of Expense

1-5

Number of Residents
6-15 | 16 - 63

64 +

Total Payroll Eipenses

Payroll Taxes

Fringe Benefits

Tﬁtal Capital ﬁxpénses
Furniture & Fixtures
Equipment.

Buildings
Leasehold Improvements

~ Land -
All Other Expenses

Total Expenses

510,495,000

§ 54,557,000  § 84,077,000

"An

$118,495,000

720,000 4,393,000 6,404,000 8,171,000
648,000 2,272,000 2,429,000 5,797,000
5,971,000 21,151,000 11,602,000 21,333,000
2,368,000 4,040,000 2,172,000 3,841,000
541,000 1,046,000 1,358,000 2,027,000
2,955,000 13,507,000 7,397,000 12,074,000
107,000 885,000 499,000 - 1,565,000
- 1,672,000 176, 000 1,826,000
+20,610,000 54,201,000 49,987,000 68,903,000

$37,076, 000

§129,929,000

$145,596,000

$208,731,000

oTT
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The reported capital investments of public and community residential

facilities qombined\gy size categories are presented in Tables 4.21 and

— |

4.22, respectively. Th;.total_appraised value of PRF land and
buildings of over $4 bii;ion was unevenly distributed across size
categories: fewer than 500 residents ($1.28 billion), 500 to 999
residents ($1.5 billion), 1,000 to 1,599 residents ($856 million), and
1,600 or ﬁore residents ($354 million). The land holdings showea.a
similar pattern with facilities of less than 500 residents reporting

3,294 acres, facilities of 1,000 to 1,599 residents listing 3,790 acres,

'

{and facilities of over 1,600 residents owning 1,144 acres.  The

|

largest amount of land was held by facilities with 500 to 999 residents

]
/ (4,132 acres).

/
!

The appraised values of land and buildings of community residential

facilities by size categories are given in Table 4.22. The breakdown

by size categories is as follows:\\fgcilities of 1 to 5 residents

reported $109 million, facilities of 6 to 15 residents'repoftéd'§189

million, facilities with 16 to 63.residents reported $545 million and -

; L Lo - ;
facilities  with 64 or more residenté\reported $448 million in appraised
value of land and buildings. The amount of land ranged from 528 acres

(facilities with 1 to 5 residents) to 1,720 acres (facilities with 64

or more residents).

Relation of Selected Factors to Cost

. | _ \

N,

: \
Several single factors were cited in Chapter II\which may influence

. . . \\ o .
variation in per diem costs. For organizational purposss thése single
N .

N .
N




Tble 4.2

Capital Tnvestrents of PRFS by Size Groups in nited States in 19TP-1978

(.5, Probability Sample, 1976-1979, 100% Reporting)
 Population Estinates | |

Type I ~ Nunber of Residents

S 500 - 999 1,000 - 1,599 1,600 +
. Y | | |
hpprased Vaue of ¢ o0 co0 oop51,515,860,000 wﬁﬁMm 354,140,000
Land & Buildings T SR A e
A
hppraised Value of 0 co oy 105,305,000 116,535,000 62,708,000
Furnishings . | S |
CMautendnce & g3 on 000, 9,685,000 12,238,000 4,063,000

‘Repair Expenses

 Nunber of Acres 3,294 actes 4,132 acres 3,790 acres | .

" of Land

.

1,144 acres

8TT



Table 4 22

Capital Investments of CRFs by Size Groups in Unlted States in 1977- 1978

(U.5. Probability Sample, 1978- -1979, 100% Report.ing)
Population Estimates

/

Tpe | Nuber of Residents ‘
" 1-5 . 6-15 16 - 63 6 +
J o '
Appraised Value of . ,
ﬁﬁ?ﬁsﬁungiﬁ;" 08,691,000 108,823,000 - $544,567,000 447,554,000
[ | o ) | |
Mpraised Valueof 0 T
”Fﬁsz?shzngs s 15,236,600 20,546,000 61,392,000 38,560,000
ﬁiﬁi‘fﬁ“ﬁi;iniﬁ EOO6 GO0 o 300 619600
| ggmizzdof Actes 898 acres 539 acrgs} '{ 655 acres” 1,700 acres
.
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factors have been grouped under three major categories: 1) locational
factors, 2) organizational factors, and °3) resident factors. Within
each category, separate hypotheses w111 be stated, followed by the

results tested at the .05 levels of statistical significance.
. i

Locational Factors

There are two environmental factors that -were tested separately |

.

for public residential facilities and community residential facilities.

v

'Hél; There is no difference in the per diem of residential
services located in the fdur census regions (Northeast,
North Central, West, and South)

There were significant differences in the per diem rates of public
residential facilities located in the four census regions according to
the results of -a one-way analysis of’ variance test. The PRFs located
in the Northeastern region were Operating at the highest rate of’ $62;19
while PRFs in the South had’the lowest rate.of $41.75. These two means
were significantly different (p'< 05), while the other comparisons were
not. The analysis of variance and table of means and standara
deviations appear in Tables 4.23‘and 4.24,-respect1ve1y. '

When the community residential facility per diems were analyzed, '
there were no significant differences among the four census regions.
Table 4. 25 and Table.4.26 present the analysis of variance and table
of means. The per diem means are qUite comparable: Northeast ($22.44),
North Central ($20 79), South ($20. 36), and West ($18.28).

The data contained in this report have not been adjusted for cost

.of living differences that exist across census regions. Future
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Table 4.23

Summayry of Analyé:_i.s of Variance -
of PRF Per Diems by Census Region

N

Sou.fce of Variation daf SS MS
: . ‘ o o \
Between Groups 4686,51 1562.17 3.59*
Within Groups . .71 30901.28 435.23 Y
Total C ) 74 35587.79 \
* p<.05 .
Table 4.24

‘,_A_Mean Per Diems of PRFs by Census Regién.
Census ‘Re'gion Mean SD N
Northeast $ 62.19 31.36 21
North Central $ 50.58 15.61 19
South $ 41.75 16.01 24
West $ 50.91 9.78 11

—_
i
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Table 4.25

Summary Of Analysis of Variance
of CRF Per Diems by Census Region

_Source of Variation © o af ss Ms' F
Between Groups I3 317.09 - 105.70 .77
. * t
Within Groups © 157 21642.48 137.85
Total 160 21959.56
Table 4.26
Méan;Per Diéms of CRFs by Census Region
Census Region Mean SD - N
Northeast $ 22.44 10.79 32
North Central $ 20.79 12.98 62
South "8 20.36 12.97 28
West $.18.28 9.19 39

~

vJ
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anal&ées of this éost data will adjust for sﬁch differences using a
comparétive-index publishednby the Bureau of Labor Statistics (1979).
The index is developed for a hypothetical urban family of four con-
sisting of an "employed husband, age 38, a wife not employed outside
the héme, an'nyg;r-old girl, and a l3-year-old boy" (p. 21). Separate
" annual family budgets:were reportéd for lower, interﬁeaiate, and higher
levels of consumption.' i ;
' b

The budget; énd indexes“are preparedifbr 39 metrobolitan areas and
four nonmetropoiitag.areas in the United States. Inde;es for the four
census regions are nd£ reported, and accbrding‘to-Rogers (1980) from
tﬁe'Bureau'of Labor Statisticg, "the 39 metropolitanvaréas reéfesent
'man extremely small sample of the census‘reglons. | ‘
The reader should be advised that the statlstlcally significant

difference in. PRF per dlems mlght be an illusion of cost of living

dlfferences rather than "real" cost dlfferences.

2. Hg,: There is no difference in the per diem of resxdentzal
services located in the metropolltan and nonmetropolitan

areas. .

A_sfandgrd Megropoiitan Statistiééivﬁrea (SMSA)'uFuéliy consists
of a.cenéral city with a population exceeding 50,000, the county in
which it is 1ocatei, and 6£her contiguous counties tha; are metro~
politan in charactzi\and are soéially and economically integrated with
a central city (U.S. Depa<tment of Commerce, 1978). For purposes of
~this study, residential fac111t1es were recategorized into three

catégories of location: a) SMSA central- for facilities which were

located in cities of 50,000 people or more, b) SMSA noncentral county

155
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for facilities located_in contiguous countieé, and 'c) non-SMSA counties
for the remainder of the facilities which are 1oca£ed outside an SMSA.

One-way analysi§ of variance.tests were run separately for public
residential facility per diems and community residential facility per
diems. Astshown in Tables 4.27 andb4.29,zthere were no significant‘ :
differences between 1océtibn fdr either éroup af facilitieS. The. '
table‘of means and staﬁdard deviations for PRFs is given ih Téblé 4.28,

while Table 4.3C presents the CRF means and standard'deviations._

“Qrganizational Factors

3

Seven 6rganizational characteristics have been suggested in the
review of literature as affecting cost differences. 'The.éight factors
are: 1) size, 2) staff turnobe; rate, 3) staff-resident ratio,

4) index of service/staffing.pétternsp 5) qqcupancy rate, é).ownérship
of facility; 7) mé@bership in a éystem or chain of re% <ential
facilities under one general,ownershipifand . 8) npmbex ¢ years in

Pt

operation. Factors 4, 6, and 7 are applicable to community residential.

facilities only. .

3. Hgy: There is no relationship between the per diem of
résidential services and size of facility (number of
mentally retarded residents).

. .pearson correlation coefficients were calculated between size and
per diem rates for PRFs and CRFs, separately. The size of public

residential facilities was negatively, but not significantly, correlated

with the per diem of those facilities (r= -.12). In contrast, the size

of community residential facilities was positively correlated with per

-
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‘Summary of-Analysis of Variance
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Table 4.27

" of PRF Per Diems by Metropolitan Location

Source of“Vafiation af 'SS MS F
Between Groups. 2 415.87 207.94 .43
Within Groups 72 35171.91 488.50
Total ’ 74 35587.79
Table 4.28 :

'Meap'Pe; Diems of PRFs by Mgtropglitan Location
uocation:t ~ Mean 56 N
\1) SMSA Céﬁtfal (city wiﬁﬂ-S0,000), ’ | $ 51.87 25.78 " 31
(2) sMSA Noncentral County $ 55.90 28.14 10

. ..$ 48.88 18.33 34

(3) NonSMSA County




Summary of Analysis of Variance
of CRF Per Diems by Metropolitan Location

>

Table 4.29

source of Variation ' af SS MS F
Between .Groups . i ' 2 ' 498.72 249.36 1.84
Within Groups . 158 21460.84 135.83
Total 160 £ 21959. 36 ;
kY
( \
Table 4.30
Mean Per Diems of .CRFs by Metiopolitan Location
. . w/'
Location i - - Mean SD N
(1) SMSA Central (city with 50,000) s 22.11 '11.30 84
. (2) SMSA Noncentral County V. 518.43 8.58 - 14
(3) NonSMSA County 's 18.63 12.64 63
AN
-"
, 182
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diem (r= .22) which was statistically significant (p <.005). AHo ever,
this correlation was rather low and accounted for only about 5% of the

variance in costs.

4. Hog: There is no relationship between per diem of residential
services and the turnover rate of direct care --aff. ;

‘ !
Pearson product correlation coefficients were calculated separately
for DPRFs and CRFs. The relationship between the turnover rate of
direct care staff and the per diém:rates Was négatively correlated for
public residential facilities (r= -.ll}, but the relationship was not
statiéticaily significant.” The relationship between turnoyer rate and
o : ‘
per diem in community residential fécilities was also negatively

.correlated (r= -.19) and was also not statistically significaht.

* 5. Hog: There is no relationship between per diem of residential
services and the staff-resident ratio.

The staff-resident ratio was calculated for each facility based
on the total number of staff given on the staff composition question-
naire,divided by the total number of mentally retarded residents. The
.staff-resident ratios Qere divided into five groups: a) less than .33,
b) .33-.65,‘ c) .66-.99, d) 1.00~1.32, and e) 1.33+.

One-way analysis of variance“tgsts~were~run sgparately for public
residéntial facility per diems and community residential facility per
diems. Significant differences (éd(.OOS) were fdﬁnd in per diem rates
of publiq‘residential facilities us shown in Table 4.31. Upon exam-
ination of the table of means given in Table 4.35, there appears to be'

a direct rélationship between higher staff-resident ratios and higher

per diem costs.
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Table 4.31

Summary of Analysis of Variance
of PRF Per Diems by Staff-Resident Ratio

Source of Variation af ss \ MS F
'Between Groups ' ' 3 10306.19 3435.¥o 9.65%*
within Groups - 71 25281.60 356.08
i
Total. 74 35587.79 |
g i
** p <.005 o . ;
\ )
Y }
o/
/
/
/’/
/
. /
/
. Table 4.32 /

Mean Per Diems of PRFs by Staff—Re§ident Ratio
‘/
i

Staff-Resident Ratio Mean . SsD N
Q.33 o NA NA NA

.33 - .65 , $ 30.00 0 1

.66 - .99 $ 44.66 14.99 14

1.00 - 1.32 $ 54.00 13.52 23
1.33+ $ 84.57 43.98 7
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Differences in community residgntial facility per diems were also
significant (p <.005)'when compafed on staff-resident ratio groups
(Table 4.33). Thé lowest per diem ($15.32) occurred in facilities with
a staff-resident ratio of less than .33. The mean per diems and
standard deviations are given in Table 4.34. The highest per dieﬁ of

1 $28.88 was reported by facilities with staff-resident ratios of 1.00 to
1.32. Those facilities with staff-resident ratios greater than’1.33
.reporteq per diéms ($16.50) considerably loqer than facilities with
étaff-resident ratios ranging from .66-1.32.

6. Hoé: There is no relationShip.bétween per diem rates of
residential services and an index of service/staffing
patterns.

All public residential facilities in the samplé'provided a full
range of services by a full complement of staff. In contrast, com-
munity rgsidential facilities offered several different levels of
service from domiciliary care to a full range of éervices similar to
public facilities. The staff composition‘questionnaire was completed
by eaeh-facility ana was scored according to an index of serﬁige/
staffing patterns accgrding to types of staff employed. lThe index was
defined aé follows:

1 = Family run; no other staff eﬁployed

2 = Direcf care s;aff and at least a part~time administrator

3 = Direct care staff, administrator(s), and facility support
staff such as kitchen or laundry workers

I
\ .

4 = Direct care staff, administrator(s), facility support staff,
educational support staff, and medical support staff

5 = Direct care staff and administrator(s), facility support
staff, educational support staff, medical support staff, and
social services support staff

N

- - ;
lf.)’" -/l
J . -
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Table 4.33 a

Summary of Analysis of Variance V4
of CRF Per Diems by Staff-Re51dent Ratxo

//

oy

Source of Variation ' af sS ./ Ms F
. ; T .
Between Groups | 4 4489.09 , 1122.27 10.02**
within Groups . 1se | '17470.48 111.99
Total - 160  21959.57°
¥ e S,
#* p <.005 T I
. . c L /',-«--j"/ i ‘
C’
/ - "\ i
Table 4.34
Mean Per Diems of CRFs by Staff-Resident Ratio
staff-Resident Ratio . ‘ Mean ) N
0 . ‘b )
<.33 $ 15.32 8.62 53
.33 - .65 $ 19.22 8.57 50
.66 — .99 $ 28.03 13.95 40
1.00 - 1.32 . $ 28.88 " 9,06 8

1.33+ ] " $ 16.50 14.28 10
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A one-~-way analysis of variance test was run on the community

residential facility per diems and the results appear in Table 4.75.

Significant differences were found (p< .0005) among group means with

the lowest per diem rate ($11.85) reported by facilities that were

family owned and operated. The hlghest per diem of $31.47, on the

other hand, was reported by facilities offering a full range of\services.

Level 1 facilities ($11.85) were significantly different from all other
L '

levels. Level 2 facilities ($19.00) were significantly less expensive

than level 4 faci;itiesl($24.14) and level 5 facilities ($31.47).

Finally, level 3 ($22.38) and level 4 facilities differed significantly

from level 5 facilities (see Table 4.36).

7. Hg,: There is no difference in the per diem rates of
residential services and the occupancy rate.

Occupancy rate was defined as the number_of residents divided by
the bed capapity. Occupancy ranged from less than 70% to over 100%,
andlthe rates were recategorized as follows: a)< 70%, b)d?l-éO%,
c)l91-95%,_ d) 96~100%, and e)>100%. No significant differences were
foqnd in conparing means of public and community residential’facilities.
Taples 4.37 and¢4}39=present the analysis of variance tables for public
and community facilities; whi}e Tables 4.38 and 4.40 present the tables
of means and standard deviat{ons. respectively.
8. Hog: There is no difference in per diem rates of community
residential facilities by type of legal ownership
(family, private nonprofit corporatlons, proprletary
corporatlons)
'Table 4.41 presents a summary of the analysis of variance (see

Table 4.42 for means and standard dev1at10ns) for type of legal owner-

ship with per diem as the dependent variable. There were slgnlflcant

187 : "
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Taple 4.35 \

Sumnary of Analysis of Varlaﬁce
o€ CRF Per D:ems by ar Index of Serv1cn/Staf11n9 Patterns

Source of Variation - at . 8§ MS F
Between Groups 4 5463.81 1365.95 12.02%**
Within Groups T 156 16495.75 . 105.74

Total 160 21959.56

**x* p & .0005

Table 4.36

Mean Per Diems of CRFs by an Index of Service/Staffing Patterns

Intensity of Services/staffing Mean SD N
Level 1 - Family Run . '$ 11.85 6.17 34
Level 2 - Direct Care & Administrator $ 19.00 11.20 56
Level 3 - Direct Care & Administrator $ 22.83 10.10 23
& Facility Support Staff . !
Level 4 - Direct Care & Administrator $ 24.14 ' 10.74 - 29
& Facility Support Staff
& Educational Support Staff
& Medical staff - : -
Level 5 - Direct Care & Administrator - $ 31.47 12.61 19

. & Facility & Medical 's Educational
- & Social Service Support Staff
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Table 4.37

Summary of Analysis of Variance
of PRF Per.Diems by Occupancy Rate

Source of Variation - . . df SS | MS F
Between Groups 5 4757.11 951.42 2.13
'Within Groups . 69 30830.68 446.82

Total : 74 35587.79

/
Table 4.38
Mean Per Diems of PRFs by Occupancy Rate
Occupancy Rate ' ) Mean SD N
Level 1 ( < 50%) ' NA - " NA NA
Level 2 (50- 70%) $ 61.00 31.37 6
‘Level 3 (71- 80%) S 42.20 S 13.77 5
Level 4 (81- 90%) $ 52.94 - 16.51 18
Level 5 (91- 95%) S 64.08 33.69 " \\13
Level 6 (96-100%) | s 43.28 .- 12.75 1e
Level 7 { > 100%) $ 45.80 17.18 15
////




134
Table 4.39

Summary of Analysis of Variance
of CRF Per Diems by Occupancy Rate

Source of Variation - daf sS MS F
‘' Between Groups ‘ 6 586.66 97.78 .71
within Groups ’ 154 21372.9. 138.79
Total } , 160 . 21959.57
I
Table 4.40

Mean Per Diems of CRFs by Occupancy Rate

Occupancy Rate Mgan SD N
Level\i_( <50%) $ 16.90 9.90 20
Level 2°(50- 70%) - §723.73 — 1571215
Level 3 (71- 80%) $ 19.23 14.82 17
Level 4 (81~ 90%) $ 19.03 10.75 29
Level 5 (91- 95%), $ 21.25 10.43 16
Level 6 (96<100%) . s 21.60 11.43 60
Level 7 ( >100%) s 20.25 8.66 4

ey

oy
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‘Table 4.41

Summary of Analysié of Variance v
of CRF Per Diems by Type of Ownership

Source of Variation af SS MS F
Between Groups 2 4513.06 2256.53 20.44**x*
Within Groups 158 17446.51 110.42

Total 160 21959.56

::#yp <.0005

-
Table 4.42
Mean Per Diems of CRFs by Type of Ownership

Type : ‘ o _ Mean SD N
Nonprofit $ 24.16 ©11.57 87

- — J )
Family Run $ 12.45 4 7.41 49
$ 23.12 11.71 25

. Proprietary

17
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differences'among the mean per diems with“family-owned and operated
‘faciligﬁes ($12.45) operating at a much lower rate than nonprofit
faci;itieS'($24;16), and proprietary facilities (§23.12). However, no
significan; difference emérged'between nonprofit and proprietary
facilities. The méan;per diems and stapdard deviations appear in

Table 4.42.

9. Hogy: fhere is no difference in per diem rates of community
residential facilities by membership in a 'system.
(A system is a group.of residential facilities owned
and operated by one parent organizatzion.)
Significant differences (p< .05) were found between communi ty
residential facilities that were members of systéms and those that were
not. The average per diem of system CRFS was $22.75 and. the average

per diem of non-system. CRFS was $17.72. Table 4.43 presents the

analysis of variance table while Table 4;44 gives the table of means
\ ,

\ \
\ ..
B . ~

and standard deviations. -

10. Hgyq4t There is no difference in per diem rates of residential
. facilities by the number of years in operation.

facility administrators were asked to give the‘year when the
residential facilitylopened. The openihg year was subtracted from the
constant year 1978: The yeé;s in opération were recategorized into
four groups: a) l1-6 years, b) 7-20 years, C) 21-50lyears, and
d) more than 50 years. One-way analysis 6f variance tests were.cal-
‘culated separately for public and community residential facility per
diems. Significant differénces (p €.05) were found for public

i

residential facilities with the highest per diem (572.28) reported by

facilities opened for 1-6 years. Tables 4.45 and 4.46 present the

17»
§ S
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Table 4.43

Summary of Analysis of Variance

of CRF Per Diems by System Membership

SS \ MS

Source of Variation af F
Between Groups 1 959.09 959.09 7.50*
Wwithin Groups 150 19195.43 127.97 '
Total 151 20154.52
* p<.05
~
Table 4.44
‘Mean Per Diems of CRFs by System Membership
Type Mean sD N
Member of System $ 22.75 11.99 81
Non-member $ 17.72 10.49 71

ey
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Table 4.45

Summary of Analysis of Variance
of PRF Per Diems by Number of Years in Operation

Source of variation . af SS MS F
Between Groups 5 3749.02 1249.67 2.79*
Wwithin Groups on 31838.77 448.43
Total 74 35587.79 - \
* p<.05

Table 4.46 -

Mean Per Diems of PRFs by Number of Years in Operation

Number of Y;ars. ' . ‘ Mean SD N
1 - 6 years $ 72.28 _ 43.35 7
7 - 20 years - | $ 50.76 16.80 21

21 - 50 years - $ 51.00 23.76 13

> 50 years o ©$ 46.88 15:71 34
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" summary of the analysis of variance test and’the table of means and
sténdard deviations for public facilitieS, réspectively. No
significant differepces were reported by community residential

facilities a§%shown in Tables 4.47 and 4.48.

Y

Resident Factors.

11. H,,,: There is no difference in the per diem rates of
" residential services and the age of residents served.

Facility admini;t;ators were asked about the ge sriteri; for'
'\admission of residents. There are three basic'tipes of faqilities--
‘those‘which serve only children, those which serve oniy édults, and
those which serve all ages. Specific minimuy[and maximum ages Qithin
these typés may vary from facilit; to faciliﬁy; One-way qnalysiiof
variance tests were run separately for public and community residential
facilities. There were no éignificant differences in public
residential facilities, as shown.in Tables 4.49 and 4.50.

On the community side, the per diem rates for édul; facilities
(s18.39) were significantlyiloﬁer (p-<.005) than residential placements
" for children ($24.74) or all ages ($24.67). The summary table ié given
in Table 4.51 and the table of means. and stan@ard deviations appears

S

in Table 4.52.
1z H°12: There is no differencevin the per diem rates of
residential services and the number of levels of
mentally retarded residents admitted.
Facility administrators were asked which levels of mentally

retarded residents were admitted, using the four levels of mental

retardation (mild, moderéte, severe, and profound), according to the
- ;o :

- /

L
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N, Table 4.47

N,

T : summary of\ﬁnalysis of Variance
of CRF Per Diems by Number of Years in Operation

Source of Variation' df SSc ~ MS ; F !
- . ‘ | .
Between Groups : 3 593.46 197.82- 1.45
Within Groups 155 21208.28 °  136.82 '
" Total ) 158 21801.75 ‘ /
‘ P
//
. //
f’/ -
//
/////_
4"/// ' AY \
i
Table 4.48
Mean Per Diems'of'CRFs by Number of Years in COperation
Number of Years . .  Mean . 8D N
1l ~_6 years ' $ 20.58 11.53 85
7 - 20 years ~ $ 19.03 11.40 59 |
21 - 50 years 5 s 24.80 15.37 1
> 50 years © §28.00 9.67 . 5

L
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Table 4.49

< )
Summary of Analysis of Variance

of PRF Per Diems by Age of Resident Admitted

4
<

Source of Variation af - SS MS F
Between Groups 2 1508.49 754.24 1.59
Within Groups , 72 34079.30 - 473r32 |
s D — {
Total 74 35587.79
)
A
1 -
l)‘ -, "
)
. g
Table 4.50
Mean Per Diems of PRFs by Age of Resident Admitted .
()‘ .

age of Residents / Mean SD N
Children *§ 36.00 9.20 4

. - \\J’ ‘ v
_adults $ 40.50 11.56 4
All Ages $ 52.58 - 22.50 67

Ky

G

177

h
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Table 4.51

Summary of Analysis of V

; mitted

of CRF Per Diems by Age of Res!

Source of Variation ) df 'sS ¥S F

A :
Between Groups : 2 1404.93 702.46 5.40**
Within Groups 158 20554.64 130.09
Total , 160 21959.57" /
** p <.00%

/
Table 4.52

Mean Per Diems of CRFs by Age of Resident Admi<tted
Age of Residents Mean SD N
children $ 24.74 13.27 31
Adnlts $ 18.39 10.30 109
All Ages $ 24.67 13.80 21
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AAMD Claeéification System (Grossman, 1977)., The number of levels of
mental retardation represents a proxy variable for "caee mix" that was
described in the hospital cost function studies of Chapter II:
Facilities were categorized according te the number of levels of
retardation admitted with the possible values equal to one, two, three,
or ieur levels.

One-way analysis of variance tests were run separately for public
and community residential facilitres. Tabiesf4.53, 4.54, 4.55 and
4.56 present the results. No significant differences were found for
either analysis.
| There is ﬁo difference in the per diem rates-of

residential services and the proportlon of .
severely/profoundly mentally retarded residents served.

13. H°l3:

As described in Chapter III, a personal record sheet was complhted
for every resident ircluded in the sample. This form included a i

questlon regardlng the,re51dent s degree of retardation based upon the
/ . / . .
most reéent ;u;chologlcal evaluation. Residents were cla551f1ed in the

‘ o /
following manner: a) borderline (IQ 69-84), b) mild (IQ 52-68),

c) ﬁgderate (IQ 36-51), d) severe (IQ 20-35), e) profound_kIQ 19 and
beiow), and £) unknown. The Proportion of residents who/'ere |

classified as severely or profoundly mentally retarded was calculated
. - o

" for each faciliry;m Publrc residential facilities tend to be populated
exclusively by these two levels of‘retardation while community

- residenrial faEilit;es showed greuter Qariability in.the levels of
retardation served. |

One-way analysis of variance tests were run separately for public

and community residential facilities. NoO significant dif::rences for

» R

&

D
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Table 4.53
\‘ . ' - .
Suwmary of Analysis of Variance of PRF Per Diems
by Number of Levels of Mentally Retarded Residents Admitted

Source of Variation ~daf . SS MS F
Between Groups 2 1643.97 821.98 1.74
~ Within Groups N 72 © 33943.82 471.44
Total : .74 35587.79
- :
'lvy'\
/
/
Table 4.54
Mean Per Diems of PRES by Number of Levels
of Mentally Retarded Residentstdmitted
Number of'Levels Mean s N
One level NA Na NA
]
Twe levels $ 64.13 ' 11.48 8
Three levels’ s 47.42 16.21 19
Four levels $ 50.31 24.53 a8

(S RY
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, Table 4.55
Summary of Analysis of Variance of CRY ¥er Di-2:4S
by Number of Levels of Mentally Retarded Residents Acmitted
Source of Variatioﬁ af SS MS F
BetWeeﬂ}Groups : 3 587.62 195.87 1.44
within Groups 157 21371.95 136.13
Total ‘- 160 21959.57
N /
1
1\ - !
i /"
Table 4.56 . I
. - \\./-_-— !
Mean Per Diems of CRFs by Number of Lévels
of Mentally Retarded Residents Admitted
Nurber of Leweals . _Mean SD ' N
One levw:’® -7 S 17.85 8.93 27
Two lovels $ 19.64 .11.64 50
Three levels 8 19.67 13.15 33
L %
Four levels

$ 23.07 11.94 51

.18‘;
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public residential facility per diéms‘were fouqd as shown in Table
4.57. TheAtable of means and standard deviations appearsvin Table 4.58.
Significanﬁ differences (p <.005) were found among the community
residential facility per diems as presented in Table 4.59. Comnunity
residentia; facilities that served.a majority (51% or more) of severely
or profoundly retardéd residents reported a significantly higher level
per diem than facilities s¢ -ving 50%ior fewer residénts with the géme

diagnosis. The table of means and standard deviations is given in

Table 4.60.

Cost Function Analysis

The final statistical analyses to be described in this study are

cost function analyses using multiple regression procedures.
The two primary purposes in selecting multiple regression analyses
for this study are: a) to derive the best linear prediction eqdation

from a large sct of .independent variables discussed in the previous

section of this chapter and b) to evaluate the respective contri-

~butions of a specific variable while holding other factors constant

within a multivariate coniaxt.

A stepwise ‘lirear regression approach was selected because this
method orders the inclﬁsion of independent variables by relative contri-
butions in explaining variance. In addition, at each step, variables
are ,enteréd only if they mee. certain statistical criteria and are
deleted if they no longer meet that criteria.. By entering variables

one by one it is possible to identify and examine the minimum set of

[y
Ce
¢
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i
Table 4.57

RF Per Diems by Pipportion
Retarded Residents Served

Source of Variation 4af SS MS F
Between Groups 2 1626.40 813.20 1.72
Within Groups 72 33961.39 471.69
Total 74 35587.79

Table 4.58

Mean Per Diems of PRFs by Proportion
of Severely or Profoundly Mentally Retarded Residents Served

rroportion

S

0 - 75% severely or
profoundly mentally retarded

76 - 90% severely or
profoundly mentally retarded

91 - 100% severely or
profouncly mentally retarded

Mean SD N

|
s 46.86 O 27.47 28
$ 50.07 “. 19.89 - 28
$ 58.68 - 12.71 19 -

e~
e
C



148
Table 4.59 s

Summary of Analysis of Variance of;CRF Per Diems by Proportion
of Severely or Profoundly Mentally Retarded Residents Served

+

iSource of variation daf ss " MS F
uBetween Groups . 2 1753.15 876.58 6.85%*
Within Groups 158 20206.41 127.89

Total - 160:; 21959.56
‘**-p'<.005

[ /
/
/

Table 4.60

Mean Per Diems of CRFs by Proportion
of Severely or Profoundly Mentally Retarded Residents Served

Proportion Mean SD § N
0% severely or . .

srofoundly mentally retarded $ 17.00 . 9.42 64
1 - S0% severely Or ,

profoundly mentally retarded $ 20.50 11.16 50
51 - 100% severely or

profoundly mentally retarc=4d 5.25.04 13.60 47

i
(]

g
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variables that yields the optimal predictive value. The independent
variable explaining the greatest amount of variance in the dependent.
variable appears first in the resultiﬁg equation; The reﬁaining |
variables are ordexea from largest to smallest in order of the magnitudg
of the gwared partial correlafién with the dependent variable. The
dependent measure was per diem cost.

A common set of pfedictdrs was éhosen from the list of variables
presenteg earlier to be testéa as correlates of costs of care for both
‘public and community residential f;cilities. This éommon set of
predictors included ten variables: a) staff to resident ratio,

b) proportion of severely or profoundly mentally retarded residents
within the faci_lity, ) age of residents servaed within the facility,

d) size of facility,— e) number of yea:s in operation, f) census
regions, g) occupancy rate, h) number of levels of mental_retardation
édmitted to-thé’facility, i) staff turnover, and 3j) metropqlitén/
nonmetropolitan locatidn. Mﬁltip;e régréssiqn reguires that variables
are measured on either a ratio or interval séale. Because some of the
preaictors in this sé%jare nominal in napure,.dummy variaﬁles were
created. For example, Cen;us region was defined aélNortheast;lNorth‘
Central, South, and West. iAll fapilities belong tO{Only one of these
capegories and can be scored aé either present (1) or absént (0) on
each of these four variables. A’facility in tﬁe Northeast census

region was scored as one (1) on the dummy variable representing North-

”~, ) : . :
_east and zero (0) on all other thegories.- In this example, three

. i

dummy variables are included in the equation and the remaining census

ERIC

Aruitoxt provided by Eic:
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‘region is called the reference category (a unique combination of the

/.
/
/

other dummy variables).
Three regression analyses were run and will be presented in the
. following order: a) regression for public residential fac111t1es using
a common set of predictors, b) regresslon for communlty res1dent1a1
{" fac111t1es uslng a common set of predlctors, and c) regression for.
commonity residential facilities using the common set of predictors
with additional faotors unique to community facilities only.
i Table.4.61_gresents a correlation matrix of the predictors and
per diem cost for public r:sidential facilities. _Staff.to resident
ratio was most highly correlated with per diem cost (r=.49, p <.001).
In descending order of magnitude; per dlem cost was correlated with
the Northeast census region (r=.31, p <.Ql), the South census reglon
(rf -.29, p«.05), staff turnover (r= -.25. p<.05), and.oocupancy
‘rate (r= -.19, P <.10). Upon further examination of the inter-
correlation matrix thereiappearo to be only low to moderate levels of
correlation between several indepehdent variables; There is nowevidence
of . -l1ticollinearity among the independent variables.
The correlation ratios are in agreement with the analysis. of
variance results reported earlier. Higher staff to resident ratios
were associated with higher per diems. Location in the Northeast census
regiov.was related to higher per diems while facilities located in the
Southern census region had lower per diems. Inverse relationships
existc? oetween per diem and staff turnover, and per diem.and

occupar Iy rate.' Factors such as age of residents, level of mental

o
L

183

O

ERIC

Aruitoxt provided by Eic:



Table 4.6%

i Correlation Matrix of Predictors and Dependei.c Variable for Public Residential Facilities

Per | | .
Diem 1 2 3 4 5 6 7 8 9 10 1l I
1 Staff to Resident Ratio .49
2 Severe/Profound MR G207
3 Children Admitted -.16 -.08--.15 |
4 Adults Kdmitted =11 .13 -.38 -.06

-5 Size
6 Operating Years

7 Northeast Census

8 North Lentral Census -0l .08 .04
9 South Census -.29 .02 .02
10 Number ot MR Lavels ~.13-.09 -.16

11 Occupancy Rates -.19-.19 -.12

12 Staff Turnover -23 .02 -3

13 Metropolitan Location -,06 .05 .23

22 -.04

49 .14 -.25-.26 =14 -.11 .41 .02 .

124026 =10

-,09 -.28 =.03 -.19 ~.20
-16 =14 .05 -.20 -.24 .43
31 .18 =04 15 -.15 .18 .05

00 .13-.20 .24 -.%

.00 -.28 ~.43 -.40

08 =01 .04 1301 .04 -.08

05 -.17 .16 .15 .05-.10 .12 -.06

08 .01 .04 .00-.05 .11 .04

TST
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retardation, size, and metropolitan location were not found to be
statistically significant in the previéﬁs anaiyses of variance and are
similarly guite low in magnitude of co relation with per diem rates as
given in Table 4.61.

The results of the regression:analxsis for public residential

\

facilities are presentéd in Table 4.627J2The overall regression
|

equation acéountei for 48% of ghe vqrianée in. per diems'(multiple R =
.69), and was significant at‘the p <.005 %evel. ‘Four‘variables, in,
particular, were very significant determiﬁants of per diem rates ané
they were: a) staff to resident ratio, ﬂ) Sbuth“Eénsus regién,

c) number of yeérs ir opération, énd' d) adults only admitted. The

.latter three wvariables were negatively corgblated with the dependent

variable.

The greatest amount of variance (R2=.2;0 was cohsuméd by staff to

resident ratio. Loéation in the Southern cé sus region was inversely
;

‘related to cost but accounted for approximately 9% of the change in
variability accounted for as shown ‘in Talkle 4;62. _Approximately 3% of
the changel%n variability accounted for was aﬂe to the number of years
a pﬁblic résidential facility was in operationk Neggf facilities
reported higher per diem costs. ?he final of ?our facégrs’considered
most significant was the adult age limit of soﬁe public facilities.

Adult facilities reported lower per diems than |facilities serving

children of all éges. The change in variabiliﬁy accounted for by this

factor was approximately 6%.



Table 4.62

4

. ' .
Stepwige Multiple Regression Afalysis of Public Residential Facilities

e — f ' o :
| L 7 : L \
Indepengent Variable Simple ' Multiple R R2 Beta P Significance ‘
o r R Change Weight . Ratio .  Level ' \
e . ’ . .
N | ! | . ' \ ' | . li '
Staff o pesident Ratio . 49, .49 2. 4 49 1805 ool
’ . ! T~ .
's'outh/cen'sus. Region =29 5T .3 e =30 1|3.9‘1 ¢ .0001,'\,‘
Operating Years 6 6036 o =3 lom o Sl
- Mults pgnitted (only) | .11 65 N2 06 -2 1020 <.0001
Metropolitan'l[oéation 06 . .67 a4 Noz o -1 867 <000l |
- . ' o : | \\: . | < . 5 :
| Staff typover -2 .68 46 .;o; ol 1A .'0001
 Nunber of IR Levels Sl L6 M6 006 -.08 645 <.000)
Size | -, 09 68 - .47 0060 .09 566 <.0001
Occupancy Rate L9 e A -0 5oL, ool
Proporton of Severelyor vy G gg oo Loe s S0l
Profoung)y Mentally Retarded A | .
- | ) ) o e <.gol
Children admitted (only) -.16 69 48 001  -04 3 .00
Northeast Census Region | g2 ~J/169 48,0004 ./).05 3,57 .001
North Ceptral Census Region SR T O UL S S
- — \ = , , . , [
N
19 / h . ‘ 135
Q J ! ‘ . _ -

Full Tt Provided by ERIC.

ERIC !
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\
A second regressxon ana1y515 u51ng the common set of predlctors

\ .
was performed on the community resxdentlal fac111t1e5. A correlatxon

matrix of the‘predictors and the dependent variable for comﬁunity

%

residential facilities is given in Table 4.63. Per diem was most

highly correlated with the proportion of severely or profoundly

mentally'retarded/served by community residential facilities (r=.28,

'p'<'05) Other variables that - showed moderate correlétion with per

dlem were. .slze anﬁ per diem (r=.25, p'<.05), adult age llmlt and per
1

diem (r- -.25, p <£B), and staff turnover and .per diem (r= -.22,

p<.05). Aas described earlier, oommunity_residentiel facilities
{ : . . . T
A ‘ 0 .’
reported higherfper diems as size of the facility grew larger and as

the proportzon of ‘severely or profoundly mentally retarded people

/

served by a facility lncreased above 50%. Adults were less expensxve
to serve than children, while lower staff turnover was associated with
facilities reporting a higher per diem. Factors such as the number of

years in operation, census region, metropolitan location, occupancy

‘

rate, and the number- of levels of mental retardation served by a

facility were not found to be statlstlcally slgnlfxcant in earlier

analyses and are not correlated hlghly with per diem as- shown in

-

TaBle‘4.63. 'Again, there appears to be no evidence of multicolllnearity

among the independent variables.
The stepwise regression analysis for community residential
° AN ' i
fapilities is reported in Table 4.64. The overall regression equation

. accounted for.24% of the.variance in the per diems (multiple R = .49).

. N : . -
The proportion of sev' "~ly or profoundly mentally retarded residents

..
.



2 Table 4.63

Correlation Matrix of /I;r'edictors and Dependent Variable- for Community Residential Facilities
Per . | ;L
Diem-d 2 3 4-5 6 7 8 9 10 1 12

1 Staff Resident Ratio . 26

2 Severe/Profound MR o 28 .07

3 Children Adnitted 18 .02 .20

4Adults\Ad'mitted‘ 25 05 -3L =111 | N -

; Size o R -.93.13'.03 -9 N / E
. '6 Operating Years ' : .15 .07 12 .15 -.41 ".55

7Northea;1: Census 08 -.04-18 .03 -.02 =04 .02

8 North Central Census‘"' 4 ; .02 ».09I 10 -.06 .08 .06 -.03 =39

o South Census | ,}oo 0 01000 06 05 -23-% :

10 Nunber of MR Levels .15 .01 .25 .0'5 =17 .25 .13.-.04 .10 .05

11 Ocqup'ancy‘Rates‘ C Dem 6 e 00 006 0

12 Staff Tumover - o -2 .02 .03 -.12 1061322 0L -0 -25 -.11

13 Metropolitan focation -4 07-03-08 L1204 0303 406 01-07-02 L

\
1

PAruntext provided by eric
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Independent Variabib o | Simpie' Multiple R2 | R2 Beta F Significance‘
‘ o r R. . . Change Weight Ratio Level
Proportion of Severely or | | - = |
Profoundly Mentally Retarded 28 , L "OQ 23 5.6 0.
staff Turmover .m0 3 05 -0, 4800
Size - ~ 25 4l W74 S22 400 . 007
Metropolitan Location S VIR TR RN SRS S X R .
Staff to Resident Ratio S VR VSR BB XA
Northeast 08 48 .23 00 I3 L5 .00
e O S BT B
Mdts T =8 M u 00 B T & B/
. l. . . ‘ | . . , . ) ‘5/’ 'L :
- Operating Years . - o 15 49 .24 .00 -04 2100 ¢ .04
\
Y
. 1y | qig

E

'
r

Table 4.64

Stepwise Multiple Regression Analysis-of Community Residential Facilities

Full Tt Provided by ERIC.

RIC
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.

.served by facilities accounted for the greatest proportion of

—
.

variability (multiple R = .28).° The remainder of the factors consumed

.. Ve
relatively small amounts of variability: staff turnover (R change =

_.OS), size (E? change = 04), metropolitan location (R chang° = .63),

-

| and staff to reSident/ratio (R change = .03).  In contrast to PRFs,
factcrs such as South census region, occupancy rate, number of levels
of ﬁental retardation, and age‘of admission.(children)’yere‘not.
predictive-of costs for communityvfacilities and were eliminated from

)

the final regression equation.

H

-,

, In addition-to the common set of predictors that affect both

public and qommunity residential facilities, there are several

& ) - i .

additional factors that are applicable only to'community residential '
f facilities. /These additional variables include index of staffing/

serVices, membership in a system, and ownership (family run, profit,

nonprofit). A complete matrix of ‘all of these fact6rs is preéented

in Table 4.65.

Ci

The correlation matrix of this expanded set of variables (Table
4.65) reveals a moderate degree of relationship between family owned
'faCilities and per diem (r— -.45, p £05), and index of staffing and”
per diem (r=. 48, P <. 05) Family owned and operated facilities. .
reported Significantly lower per diems than facilities operated as

nonprofit or proprietary corporations. Similarly, facilities that iy

: s

offered greater levels of staffing and services. reported higher per N

diems according to earlier results. The last’ factor of ‘this expanded

i

set was membership in a system, which showed a-moderate correlation
i /




[ mable 4.65
Correlqtfon ﬁatri;t of a Second‘Set of Predictors and Dependent Variable for Comunity Residential Facilities
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with per-diem (r=.16). Multicollinearity among iridependent variables

b}

did not occur.

The results of.ﬁhe stepwise regression.analysis with the secc‘andI

ﬂ:seﬁ of factors is reported in Table 4.66. The ovérailvregression

’ ‘ T et ] . ‘ 3 3 § 3 » : )
equation H&cognted for greater variability, 38% with a multiple R =
.62, as cogtrasteé"with the previous analysis,using a common set of

predictors_(R2=24%, multiple R‘=_.49)u'"0f greatest ‘importance to the

change in explalned var1ab111ty was the first factor; the index of

staffing/services which accounted for the same amount of variability .

as the overéll équation of th@ previous‘éﬁalysis. In additipn, famiiy

3
1

‘residents served and staff turnover also made slgnlflcant contrlbutloni

to the"prediction of costs. |[Family ownership and staff turnover were
: : ‘ _

a

inversely related to cost. - ¢

Y

-

195



| Table 4.66

Stepwlse Multlple Regressxon Analysis of Communlty Resxdentlal Facilities
vith a Second Set of Factors
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: V. DISCUSSION

Results'wlll be'discussed‘in the same order as presented in the

last chapter. The order of topics will beA'l) revenue, 2) expenses,

3) capital )investments; 4) selected factors related to cost, and
. T - o
5) costgfunction analysis. ~

&

S

Revenue

'In order to iﬁterpret the-estimatedvrevenue'for public and com-

3

;munlty re51dent1al racllztzes, an’ approprlate context of natlonal

patterns 1n the health care 1ndustry must be establlshed.
: . /_ - ‘
he U S. Coﬁgress1onal Budget Off1ce reported in 1977 on the long
T

//fz/ﬁaaare/needs of elderly and dlsabled people.;.The report estimated

that between 1.9.to 2 7 m11110d7people rece1ved long term care under

14}

government programs in 1975 but the total demand for services was about
\ .

5 5'to 9.9 mllllon people. Durlng th1s same year, federal, state, and
\
local governments spent $5 7 to $5 8 bllllon on long term care w1th the

/
federal share (565) estinated tokbe/$3.l billion.» Approxlmately 77%,'

. of the federal'mﬁney-came from Medicaid. s

Durlng_the past 25 years, the long term care expendztures have
L. " - -

reflected the broader pattern of growth in the natlonal health: sector.

Between 1950" and 1970, medlcaI\qare pr1ces 1ncreased almost twice as

R !
fast as all prices as measured by the\gonsumer Price Index. The
. : ~ .

~——
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following indicators demonstrate the significant growth in cost 1n the

health area ag\reported in' the government publicaticn, Health, United

States, 1978 H

.

From 1966 to 1975, nursing home expendltures rose more
than 500%. 1In 1976, the nursing home industry reported
expenditures of $10.6 billion. The 1977 outlay of $12.6
billion was almost 10 times the level of 1965 expenditures.

(p. 96)

Between 1965 -and 1977 publlc expendltures rose at nearly
twice the rate of private expenditures. By 1977, public
expendltures accounted for 42% of all spending for health
care, up from the reélatively 'stable 25% share from 1950
to 1965, the years Just preceding implementation of
Medlcare and Medlcald. (p. §v11)

National health expendltures rose to $162.6 billion in
fiscal year 1977, or $737 per person. The health
expenditure accounted for the largest share of the Gross
. National Product yet reported for- health expendlfures
. A(8 8%). (p. xvii) - . o,

v The responslblllty for res1dent1a1 care of mentally retarded people
o .
. is and Wlll contlnue to - be d1str1buted between the publlc and prlvateA

’fsectors. The Presldent s Commlttee on Mental Retardatlon (1976)
\_ .

estlmated that for all mental retardatlon programs

ubllc costs’ are divided approxlmately 10% federal and
90% .state and local. Private; costs, fall probably about .t
‘ 70% upon families, with. 30% divided among voluntary fund .
raising.operations, service organizations, and private -
foundations. The percent d;vzslon between publlc and
m,prlvate ‘sectors is.difficult to estimate with any
precision because of the lack of hard data, especially

-on family contributions.” (pp. 131- 132)
/

. Conley (l973) concluded that res1dent1a1 care for mentally retarded

Av,people is costly, whlle Blatt et al. (1976) stated that res1dent1al care;

'"blg busxness. In 1968 Conley (1973) estlmated the value of all
v--/ .
“”iresources used for res1dent1al care of the retarded, 1nclud1ng publlc
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',only a mlnlmum estlmate that covers d1rect expenses for varlable items

163
“and private lnstltutlons, resldentlal schools and other prlvate
facilities totaled under $1 billion ($998 474 000) and exceeded

' ~

sl blllion in 1970 ‘51,268,233,000). !

Through periodic shrve;s of puhlic residential facilities,
scheefenberger (1979) has estimated the grow ok of PRF budgets from
$.5 bil;ion in l97C to over $3 hillion in fiscal year l97é;l§79;- The
differences'between Conlep:aﬁd‘Scheerenherger.are due to'differences in

tlmlng Of surveys: the methods used in arrlv;ng at’' estimates, and the

. type of Variables 1ncludod in the estimates. Conley included capztal

'investments, volunteer labor, and resident labor, while Scheerenberger

dld not . o . . K

The estlmate of over $2.7 bllllon in expenses made in thlS study
is in agreement w1th Scheerenberger s fzgures.' Scheerenberger stated

e e

that the $3 bllllon flgure for fiscal year l979 shc\ld be accepted as

’
t
'

such as personnel and cther operatlng expenses. Thevdetall of 4uestlonsf '

B "

used. in the mall survey long form of Scheerenberger are: llmltEd to total
operatlng costs (personnel, other, Capltal), capltal constructlon, and
per dlem. The long form was completed by l74 faCLILtleS in 1979.° A~.
short form survey was completed by 104 faczlltzes and contazned |

?questions about total operating budget‘and per‘dlem_only; The inter-

Cyiew survey used a more detalled revenue and expense statement for

- ol
" fiscal year 1978 and was completed by all 236 of the\sampled facxlltles.

f

As presented in Table 4.3,. ‘the total revenue of publlc and com=-

ot

munity reSidential facilities in 1977-73 exceeded, $3.11 billion. The
-",- ~ . . - - .., R : R , . . B R .7 o



L 164 N - .

growth 1n.total revenue from 1970 to 1978 for publlc residential J
.,facilitles is slmllar to the 1nd1cators reported for the entire health
care industry including nursing homes. Publlc res1dent1al fac1llt1es
are.virtually"completely~supported by government_funds (98%). Of the
$2 6 blllLOn 1nvested b; government levels in publlc resldentlal
jfacllltles, $1.9 bllllon was contributed by state governments, 'ut these
i figures probahlv include some federal dollars. The federal contribution
of $645 million.is undouhtedly an‘underestimate of what statespreceived
because the facility respondents might not be informed of the actual
federal partlclpatlon level. Reglons and coun;y levels of governmént
.apparently do not make slgnlflcant f1nanc1al contributions to the costs
<..of publlc res1dent1al facllltles.' Similarly, the.other sources of .

o revenue (re51dent/fam11y and contrlbutlons) acee. G for‘approximately.

'2% of the total sources of revenue.
{

i

In contrast to publlc res1dent1al facllltles, the revenues of

-~

-

'

ucommunlty res1dent1al fac1llt1es (Table 4. 2) come from a more balanced

array of sources.> For example, federal (5125 mllllon) and state'

'partlclpatlon (5120 mllllon) are followed closely by resldent/famlly ;;/////’
: SN f o

contrlbutlons ($93 malllon) Overall, government support is 72% of all

revenue w1th the remalnlng 58% com1ng from res1dent/fam11y c%ntrlbutlons

v

-(20%), and donatlons (8%) The publlc res1dent1al facllatyitotal

\ |
revenue of $2.6 bllllon is f1ve times greater than the communlty

‘ ~ 4 -

resldentlal facxllty .revenue of $484. mllllon. It 1s lmporﬁant to note

.that whlle the total number of resldents served .is only 2 5 times

greater in PRFs than CRFs,. the level of dependency amoﬂ?‘reSLdents 1s

‘- - . I
) %
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much greater in.PRFs than CRFs. This factor is especially important to
consider in evaluating cost data, since the level of dependency has

been found highly correlated with cost of care in othervlong-term care

studies (Piasecki, et al., ;977; Primrose, 1972). In addition, the

public residential facilities almost always included day programming

: ‘ ! : - ’ )
costs while approximately 25% of the CRFs included such expenses.

The regional patterns of PRF and URF revenug (Tables 4.11, 4.12,
. . { .

and 4.13) are similar to other studies in :this area. - The Northeast

reglon had the'hlghest reported revenue. - This regional trend has been
reported 1n ear11er stud1es (Baumelster, 1970 Krantz, Brulnrnks,

‘. Clumpner, 1978, Scheerenberger. l978b 1979) as well as in other human
a. serv1ce studles such as the Natlonal Nurslng Home Study (NCHS 1979)

The patterns ‘of revenue descrlbed in th1s study offer’' a comparlsonv

between publlc pollcy\lntent and fiscal 1ncent1ves at a federal level

In its Report to the’ Pres1dent, the Pres1dent's Commlttee on Mental

Reta;datlon (1976) recommended that the federal leadershlp role 1n -
'. "\; ) i ;
de1nst1tutlonallzatlon should contlnue.

The federal government should prov1de f1nanc1al assxstance
to the States to. cover costs of transition of individuals.
from institutional to communlty services, and costs of
transforming- or replacing central institutions for more
functional purposes consistent with the needs of retarded

o

citizens. (p..134) ‘ o
- As this study has shown,the financial burden of malntalnlng K

reszdents in public resldentzal facilities falls predomlnantly to the

states and federal government while -the f1nancxng of communlty
res1dent1al facxlltles Shlfts more to local government resources in

W3

tandem WLth increased contrlbutlons from res1dents/fam111es and charlty.

A0 . e N

. ’ : : CS b t .
K - o /] . . ¢ , 0 ¥
. . . K ¢ / . [ . . ) .

- .

1
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'Several autnors have noted that federal and state funds tend to-

finance care provided in the more intensive and expensive settings of

public residential facilities. Unfortunately, givenflimited money, few
resources may be left to expand alternatives in the community. The
intent offdeinstitutionalizatio% may remain at the rhetoric stage given

the impact of federal fiscal disincentives to use community based

\
\\\lternatlves.

" Bradley (l973) 1nqu1red whether "serv1ces are organ;zed in response

\to federal fundlng mechanlsms at the risk ofznot meetlng the intent-of
d 1nst1tutlonallzatlon and more . lmportantly the needs of .the people to

be served’“ (p 32) ‘For example, the avallablllty of Tltle XIX

fundlng was cited by a Department of Health Educatlon, and Welfare ! N

Speclal Task -Force on De1nst1tutlonallzatlon as "offerlng a strong

;s
-

,1ncent1ve toward 1nst1tutlonal care of the disabled" in opposltlon “to

.the federal posture oftplaclng mentally retardedupeople in- the least‘

restrlctlve env1ronment (p 6) 'Currently, states may be 1nc11ned to

Jv‘,

renovate and upgrade publlc resldentlal faCllltIES‘tO comply wlth
v
standards for Intermedlaze Care Facllltles for the Mentally Retarded

- 4

"necessary for Tltle x:x fundlng At the same trme, however, states are‘

e L L
v

"2urged to reduce the number of mentally retarded reSLdents 1n publlc

-resldentlal facllltles. The pollcy 1ntent "is thus thwarted by the

fiscal 1ncent1ves as noted by the Natlonal ASSOCLatlon of State Mental

\

Retardation. Prograniolrectors report (1980)

Because the present federal ICF/MR rules requlre a faclllty N
to comply’with complex programmatlc, env1ronmental and life

- safety standards in ‘order to-maintain its Title XIX cert1f1—

X " “‘cation, some observers have expressed concérn that complrance-

[

Ty

il
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. - grounds ofi large, ex1st1ng state institutions which
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. .6
related expenditures in the states--both in terms of
personnel costs and capital improvements--is sxphonlng
»off the fiscal resources necessary to initiate community-
based resldenélal and daytlme programs. In addition,
they -are’ worrled that the capital construction dollars
required 0. renovate and modernize buildings.on the

lock the states into a long-term commitment ‘to an
institutional model of services--a model which many
professiona s now argue is outmoded and counter
productive. | (pp. 29-30) ' s

The\impiications for federal policy makers will be discgssed.more

thoroughly in Chapter‘VI.'

~

Expenses

P

¢

q

The total payroll expenses for PRF's (Table ‘4, 4) was $2 165 bllllon _.;

or 79% .of the total expenses of $2 7 bllllon. Th1s proportlon is
T - I v

ldentlcal w1th that reported by Scheerenberger (l978a) for PRFs in ‘the
S
Unlted States. he: total capltal.expenses of $l4l mllllon are much
4 -
:lower tnan the estlmated $278 mlltlon for capltal outlays as reportedg
by “the Natlonal/Assoclatlon of State Mental Retardatlon Program B <y

Dlrectors study (1980) * The, dlfference of $l37 mllllon can be attrlbuted

to methodologlcal dlfflcultles in - gatherrng 1nformatlon from states

. &

which approprlate capltaa outlays for two or three years._.The v

- Ehs

"researchers of the Natlonal ASSOCLatlon of State Mental Retardatlon

Program Dlrectors d1v1ded capltal outlay equally in 1nstances of LY

‘
5

‘multiple reportlng years. The data from thls survey were collected for

a sample of faCLlltleS durlng a: slngle reportlng perlod and probably

- ~ -

.represent a reasonably accurate plcture of how 1nd1v1dual facllltles

. \'.‘_ ) ..»
depreciate capltal,costs oyer~severa1‘years.. ’ -\_« T

o
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All other'expenses ire comprised of costs other than those for
labor (personnel) which tend to vary because they depend on the level
of output or services proV1ded dur1ng a specified time period such as
the fiscal year. Included are items such as food, drugs, supplles,
laundry and linen, utilities, and other expenses. Table 4.4 shows that

|
les of PRF expenses or $428 mllllon went toward these types of 1tems.
Scheerenberger'(1978a) estlmated $§07.mlllron (20%) was spent during
‘fiscal .year 1978-1979 for all other expenses.(p. 21).

As presented in Table 4.5;.the payroll expenses of CR¥'s atccunted
for 52% of the total operatlné expenses or $260 ﬂlll‘O” of the $518 ] !
million total . Th1s proportlon for payroll supports other rlndlnq
1n:lud1ng Piasecki et al (1977), Ind1ana Department uf Mental Health

: (1975), and o' Connor and Morr1s (1978) who reported proportlons of .

50%, 53 2%, and 58%, respect1vely., Peat Marw1ck Mltchell & Co..(1976)
has 1nterpreted the differences between “PRF and CRF payroll expenses
- ‘ 'as the constant zate of underpayment on the part of CRFs for pro-'
\ fessional and paraprofesslonal staff. _ '_' L -
\ ; l . The breakdown of cap1tal expenses estlmated at seo million (12% of.

otal) and all other expenses estlmated at $194 mllllon (36% of total)

seems to corroborate the patterns of smaller stud1es reported above.

- -

A

SR _Capital:fnvestments S . - }i

S
1

In 1973 Conley observed that there was llttle natlonal 1nfbrmatlon

\ on which “to ‘estimate the fa1r rental of land, bu1ld1 gs, and equlpment

\ 4—‘. o %

e used for the res1dent1al care of mentally retarded people. As a result,‘

> : o ;. . ' ' e
. L L 2oy

‘ kﬂ
.
“
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iConley noted, "This element of costfis almost always omitted from
[ 3
operating expenditures, since thesefassets are usually owned by the
! - .

state or operat1ng agency rather than rented" (p. 103).

Conley estlmated the total/value of cap1tal investments for publlc-

/
/

and private-institutions in 1968 was $3.2 billibn. In order to arrive
" at this estimate Conley reliéd upon a 1965 study by the California

Department-of Mental Health which estimated the replacement cost of an
- " / '

s

average”bed in a.state institution was $15,000. 'The average per capita.

capital investment of privatekresidential facilities was..based.on”

:

flgures for mentally rll people. The 1968 average per personwcost was

. v
~ -

$9,000, .,/

]
/ . . L . L T

7 . . - “ - . . -

' Beyond Conleyfs estimates, little has beentreported in the .

11terature on thié tOplC slnce 1973.' The Natlonal Assoc1atlon,of state
/o . }

o A

/. o
Mental Retardatlon Program Dlrectors (1980)- re!Lntly completed a survey_-

C of” state OfflClalS on the antlclpated cap1tal outlays for a 3 year o
g p
.:‘l < o . ,‘
reportlng»perlod; The medlan per person qapltal expendlture dgrlng_
/ . .. . 5 . . i .\ . . . N ’ . . ":\l

;th1s tlme/was $5 460. ' - e . . -

/_.

, Y a

Tables 4 7, 4.8, and 4.9 presented the reported estlmates of O

[

'_:capltal lnvestments for publlc and communlty res1dent1al fac111t1es.

7

L~The comblned total of $5 3 bllllon for land bulldlngs, and equlpment

e

A T e

'1s almost tw1ce as much as Conley S- est1mate for a decade ago. An

- t -

rﬁaddltlonal $576 mllllon can be attrlbuted to . the appralsed value of

equlpment and furnlshlngs. No estlmates of land hold1ngs of PRFs and

N

‘fTCRFs ‘could be found -in the llterature.' The approx;mate number of'acres'}

‘-

for PRFs 13 l2 339 and 3 44l .acres for CRFs.
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Locational Factors and Cost

Census Regions
Public residential facilities like nursing homes show regional
S

variation in their revenues and expenditures due to general cost of

liVing differences or to differerdces in the supply and demand of one
Similar v
AN

.o . .

or more -factors of production (labor, capital, materials)

to the National Nursing Home Study and the U.S. Bureau of Census reports
v /

on’ institutionalized populations, the per diems.of public residential

facilities ‘were substantially higher in the Northeast than in any of
Personnel expenses were identified in the nursing
'.AS ‘,‘- /

ae i

~—

Y

.

3

the other regions.
. home study as the major factor contributing to this variation.

shown in Table 4. l3, the Northeast region reported the highest payroll
expenses totaling $76. l million compared to North Central ($557 ' E
o " v R/
The regional g
’ .

I

million), South $546 million),and West ($295 million).

\

Bruininks, & Clumpner (1978), and Scheerenberger (1978a, 1979)

. A // o

differences have also been reported by Baumeister (1970)‘ Krantz,

o .
3

1
a ! .

etropolitan Location
Unlike preVious reports of differences in per diems of halfway

I.

ai., 1977), the current study found no differences among the types of
L ' ;
7sycho-

houses and nurSing homes located in rural and urban areas (Piaseckr/et
Piasecki and associates reported that faC1lltleS for

I

i .

ficantly higher per diem costs ($lB 33) than urban-downtown facilities

location.
socially-disabled people located in rural areas tended -to have Signi—
In contrast, the results of. this study found that both*

1

,451;.21).'

R l."’ .iﬁézluig L I“l? ;f - e
[ H Cow K l// Do ‘hv“i;
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-used as a. rotgh lnd;cator of thevsupply of care. The underlylng

1
public and community residential facllitfes located,on;an %rban fringe
cost- less: than either! a central_city‘or'rural location,.but'not
significantly less. Both public and community facilities located' in
major urban areas.cost more than facilities in rural areas..

i

Whether locatiocn affects cost probably depends upon the purpose of

[

the facility. If the objective of a community residential facility is
to offer domiciliary care'only, then the difference in cost between a zas
rural and urban location is dependent upon cost of living differgnces.

On the other'hand, if'extensive services are needed by residents, -
locationfmay affect the access and use ofiexisting‘generic agencies by

residents. - o . . - .

L - }Organizational Factors and .Cost

size . 0 e 0
- . The size or number of beds in health care facllltles is frequently

- Iz

.

,assumptlon ls that there ,s a strong relatlonshlp between the number -

“n

of beds and other service characterlstlcs ‘such as-bulldlng space,

- . -~

equlpment, personnel, and other factors used 1n prov1d1ng services.

Nt N

"‘:Lnsn.gnJ.fJ.cant compared to other organ:.zat:.onal factors (Hall 1972) _' d °

to understandlng what happens in an organlzatlon or whether size lsrhwm"'”

There are several ways to measure the size-of an organlzatlon (number

S ! Lo
- o

E'of employees, number of students, - number of stockholders number ‘of

s

|

cllents) and these measures ﬂLve been" found to be hlghly correlated and
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interchangeable (Anderson & Warkov, 1961). Pugh, Hickson, Hinings, and

Turner (1969) analyzed 46 Engllsh organlzatlons and assessed the number
of employees and the net assets of the organlzatlons. A hldh correlation

(.78) was found between.the number of employees and the net assets.

Thus, large organlzatlons are large in terms of membershlp and resources.

Pugh et al. concluded thaF size:

causes structurlng of organlzatlons through its effect on
intervening variables such as frequency of-decisions and
social control. ... . Large organlzatlons tend to have
more- speclallzatlon, more, standardlzatlon, and more
formalization than smaller organlzatlons. (p- 98)
; ‘ . . ,
' Tradltlonal economlc theory postulates a U~-shaped relationship -
!

’ between average costs,and size.- Theoretlcally, as the scale of

" -

productlon expands ove& the lower range of output, certaln economles

(e. g- quantlty dlscounts, full use of labor and equlpment) are reallzed

s

resultlng in decreaslng average costs of productlon. .After some p01nt, “

C .

‘ the extra costs assoclated with larger slze contrlbutes to a reversal'_'

1n the economy of scale. Knapp (1978) attrlbuted the 1ncrease 1n

.average cost to‘"the stra1n of over-use of some of the equlpment and

. v -y : R
bulldlngs, 1ncreased malntenance_costs, and difficulties encountered
v 4 N

in the admlnlstratlon of the car ng serVLces (p 32)

Although Baumelster (1970) reported that smaller 1nst1tutlons had

arger_ fac111t1es, relatlvely llttle is

Y vy

O

ERIC

Aruitoxt provided by Eic:

. hlgher per caplta costs _than

[ .
i

known about economles of scale in resldentlal serv1ces for mentally.

| . / :
retarded people._ As descrlbed earlier 1n the rev1ew of llterature, the
evidence” presented 1n cost studles of hospltals 1s often confl}ctlng

-
N B

and confusing. . // e : : .

Nt
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: slightly ($46 82) for the largest facilities.f ‘ . g .

; higher'per diems. . Cou

"broader range of serVices probably overshadowed effiCiencies. o .

173

The, results of correlating size and per diems of PRFs and CRFs

. i . : -
: resulted in mixed findings. The size of PRFs was negatively correlated

: «(r* - 12) 'but not at a significant ‘level. On'‘the other hand, the size

of CRFs was positively correlated with per diem (r=".22) which was

significant (p<< 005), but rather low in magnitude. .
Tablf 4 10 presents a. comparison of per\diems by size categoriég
Smaller PRFs With fewer than 500 residents reported the highest per diem

($60.05). The lowest per diem ($41.68) was reported by the next largest

group of'PRFs with SOQ to-999 residents. The per diem escalated again
. . SN ,

for PRFs between l"000 to 1, 599 residents ($47 81) and then\went down

N
-N

The per diems of CRF's are also reported in Table 4 10. A positive

] n
! ' \\ )

linear]progresSion was shown with the. smallest facilities reporting the

'lowest per diems and the larger facilities reporting progressively

¢

. RO . .
The positive relationship between size and per diem in CRFs was‘
" /

. probably due in part\to the greater number of serVices that larger

facilities tended to offert The additional cost associated with a

L . . . - - {

v

S l. Size and per capita budget figures were reported bY Baker,:

fSeltzer, ‘and Seltzer (1977) who reported ‘that small: group homes (6 lO
. reSidents) were twice as expensave as large aroup\homes (21 -40 residents)

‘There were 86 small facilities and 12 larger facilities in that sample

’ which could explain some of the variation. o' Connor and Morris (l978)

found that size was significantly related to capital costs only.

4
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determine how tﬁrnover‘affects both program and overhead costs should
probably be conducted at the individual organizational level as

suggested by 2aharia and Baumeister.

//

”Staff-ReSident Ratio

[4

There are several difficulties in attempting to separate causal
explanations from statistical explanations‘in cost analySis studies.
Do’ reSident characteristics determine an.organization s services which
determine the level of staff-resident ratio,.or do the staffing patterns
vand'ratios determine which residents will be served by a particular
&facility? a satisfactory resolution of cause and effect of factors

/
cannot be reached in this study.. Nevertheless, staff-resident ratio
has been found to be the most highly correlated ‘factor with cost
.(r- .74) in the O'Connor and.Morris '(1978) study of grohp homes in .
federal Health and Human Service Regions IX and X.

Public ‘residential faCilities that had-a staff-resident ratio of
.66 to .99 reported per diems of $44.66 while public facilities w1th
a staff-residentiratio of 1.00 to 1.32 reported a per diem of $54.00.

The highest per diems were reported by facilities with staff-resident

ratios of l}33 or greater. Community facilities generally reported a

similar pattern.

Th°re is a slight decline in per diem rates of community residential

facilities when the staff-reSident ratio exceeds 1.33. The decrease

A

in per diem can be attributed to several organizational characteristics

)

which suppress the effects of higher stafffresident ratios. These

specific facilities usually serve adults only and tend to be staffed

216
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by direct care staff only who ‘offer dom1c111ary care only. The.adult

resxdents of these fac111t1es tend to be- e1ther mlldly or borderllne
As descrzbed earlier, personnel expenses account for over 75% of

PRF budgets and over 50%=of CRF-budgets. Itfwould appear that there

is an expected relatlonshlp between addlng employees and the increases

in operating expenses, partlcularly in labor intensive industries such

-

:asg§esidential_facilities.

‘Index of staffing/éervices

Costs have been found to vary substantially in residentia}-

facilities to the éxtent that particular residents require more

-

‘specialized or intensive services (Primrose, 1972; Indiana Department

7of Mental Heaith, 1976; Mayeda & Wai, 1975; Jones &_JoneS, 1976;

O'Connor & Morris, 1978). 1In particular, community/residential
. X y

facilities in this study repreéented a broad range of purposes and

concomitant staffing and service arrangements. O0'Connor and Morris

(1978) characterlzed ‘this range of roles as follows:
|

At one end of the, contlnuum, the purpose of the faczlzty
is to have a heavy programmatlc orlentatlon and\provxde
a strong skill training program. "The ‘other end of the
continuum suggests that a CRF should function as a home
environment, provxdxng the warmth and support of .
"szgnzflcant others." (p. 25) .

The amount of money spent on training reSLdents ranged in the O Connor;
A

and Morris study from $O to $190 per mOnth.

As described earlier, communlty residential fac111t1es in this

study were categorlzed according to an index of staffxng and services
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proposed by Piasecki -et al. (1977) significant-differences were \.

€

reported among the levels of thls lndex with fac111t1es operated by

t

direct care staff onlylreportlng the lowest per diem ($11.85). As the

N . . . T d . . . )

number and type of staffing/service levels increéased, the per diem also
1ncreased to a hlgh of $31.47. This finding confirms similar results o,

’

reported bv Plaseckl et al. (1977) for hclfway houses.

Occupancy Rate

Substant1a1 variation in occupancy rates should have 1mportant .
consequences in cost ‘because per diem is calculated on the baszs of
the number of reszdents (Peat, Marwxck, Mltchell & Co., 1976 Plaseckl
‘et al.;91?77). Piasecki and assoclates,reported that if there were a
substantial number of enpty beds in nursing homes’andlhalfway houses,
there were hlgher per day per resxdent costs. Similarly, Peat,‘
Marw;ck, Mitchell & Co. estrmated an average of $3 00 per day difference
between a facility operating at 1oo§ occupancy and 90% occupancy -
Public residential facilities with 90%'occupancyfreported per diems
that were almost4$10.60 greater'than those with 100% occupancy.4 un .

“e community residEntial»side,,the per diems at 90§ occupancy were

a roximately $2 00| higher than fac111t1es with 100% occupancy. As the

number of mentally retarded people who leave publlc resxdentzal

facilities increases, the differences between occupancy levels will

' - ’ : . B

widen even more, representing important consegquences for public .
. l N N

expenditures.

= D10
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Ownershig _f'
Is there a relationship between proprietary status and economic

H
B
»

fficiency° Anthony and Herzlinger (1975) operationalized the

~

differences in organizations in terms of the administrator s goals,

purposes, and decision criteria.... Newhouse (1970) suggested that

becanse there is no profit motive, nonprofit hospital ‘administrators
e of an institution as

make aeciSions in. terms -of improving the prestig
Adminis-

measured by the quantity and quality of services delivered.

trators of nonpr: lit hospitals strive for bigger and better facilities

-and'resources-‘ Newhouse‘portrays this built=in drive as the need to’
der the rubric of improving the quality

expand size and complexity unc
tnefficiency and cost overruns occur because of third(party

of care.
payments and pPhilanthropic contributions remove potential budget
. S . -
L0y '
/
/

constraints.
prietary organizations, on the other hand, are usually run by

: Pro
managers whose decisions are guided by the intention of increasing

.
A

PrOfits while minimizing expenses. Effictency is implicit in the

profit motive.’
Community reSidential facilities were diVided according to three

1) proprietary, 2) nonprofit, and

- types of ownership patterns:
There were no government owned and operated CRFs

3) family run.
" Public reSidential facilities were excluded

selected in the sample.
from this analysis because of - the obVious organizational differences

between CRFs and PRFs. Family run faCilities were included as a type
of ownership because, according to the respondents, these Eagilities /
. o j

.

219
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do not easily f1t 1nto elther of the other categorles. In terms of

.

organlzatlonal structure, a famlly run facility does not employ any
outside staff and is totally owned apd operated by..family members.v ‘A

‘familyarun facilitfvdoesqnot‘heve'tax ekempt;etatus from:the Internal
Revenue Service. such facilities aiso do not consider themselvesaas
proprietary'fecilities‘since'theirvper diems do not contain a profit'
margin.; chounting is usually not formal in family -run facilities.

. Repeatedly, respondents from family run facilities emphaszzed that they
"spent money untll it ran out and they always spent more than they
receiveo to care for the mentally retarded residents.” Indeed, the
results support this contention, sinoe family run facilities operated
at sionificently\lower ratee ($12t56) compared to proprietary ($23.21)
and uonprofit homes ($54.;6). Tﬁese results support the findings ;}
the nursing home study which found.proprietary facilities operatipg

slightly lower than nonprofit facilities,‘although this difference was

not significant.

System Membership

Another pheuomenon that has not receiVed adequate'attention in (the
.. literature is the development of reeidential facility "thaihs" or
systems oﬁ facilities operating under a general ownershib or parentA
organiration. In the hospital llterature, Lee (1971) has argued that
-the rapid growth of hospital chains stems from the needs of admlnls-
trators to behave as conspicuous producers.

In sociolody, therenhas been "very little research on the growth

of organizations" (Hall, 1972, p. 134).  Starbuck (1965) has proposed

'22236)

AN
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a'frameyork:of motivations to ‘explain why grawth is important to ﬂﬂkﬂ‘

administrators: -
1. Organlzat1ona1 self- reallzatlon,(trylng to accompllsh"
<. better what the organlzatlon is attempting to do) ’
2. Adventure and risk (the desire for new experlences)
3. Prestige, power, and job security :
4. -Executlve salaries (salaries rise exponentially as

R orgam.zat:.on slze 1ncreases) . °
5. Profit . )
6. Costs

7. Revenue
8. Monopolistic power
9. Stability L -
10. Surv1va1 {p- 454) _
Starbuck has suggested that growth is often not an end in itself
" but is a means of atta1n1ng other goals or is a 51de effect of such
_attainnent. The results of thlS study indlcate that systems of cRFs
operate at 51gn1f1cantly h1gher cost’ ($22 75) than nonsystems ($l7 72)
The . nonsystems, however,'znclude famlly run facilities. However, it
-does not appear from these data that economles.are achleved by -expan~

" sion in the number of fac111t1es operated under system ownership.

Further examanatzon of this 1ssue,holding other factors constant,appears

necessary before any conclusions can be drawn. (///

Number of Years in Operation

_ Re51dent1a1 fac111t1es which are open for a short perlod of years:
experienoe disproportionate costs due to start up expenses. Accordlng
to Piasecki et al. k1977);the_initial costs for beginning a group home
may equal‘or surpass the annual budget for operating the.program. poT

_ Among the expenses during the beg1nn1ng years \Piasecki‘et al. (1977)

enumerated thé follow1ng.

L
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‘building rent and rent deposxts, mortgages, incorporation
‘“and related leqal fees, remodeling to meet bulldlnq code
- standards or program requlrements,'personnel recrultment
and training efforts, rent or purchase of furnlshlngs and
‘consumable supplies, profe551onal services, and communlty
. relatlons efforts. “(p. 13) - .

In- analyzlng the initial: costs of halfway houses and nursing homes,

l

Piasecki and associates noted that SLgnrflcant economles can be
reallzed if physxcal plant requlrements are m;nlmal and exlstlnq com-m
munlty resources and’ services can he used. However, the greater the
intensity of services, the greater the initial costs; |

The results of thlS study indicate that public residential
fac111t1es which wére opened from one to six years ago had a 519n1f1-
cantly hlgher per diem, $72.28, than, all other categorles.. ThlS flndlng

confirms Plaseck1 s observatlons sxnce these faCllltleS were smaller

T S

in sCale (100-~-200 beds), had more strlngent physxcal plant requirements
necessary to ‘meet Intermedlate Care Faclllty for Mentally Retarded

, Standards, and provided intense levels of service, 1nclud1ng medlcal

care.

Community resxdentlal facilities did not exhlblt the wide varia-
'billty in per diem by the number of years in operatlon. The older

faCLILtleS tended to be large resxdentlal schools which reported higher

- per . dlems than more recently opened faCllltleS which offered

idomiciliary-care only.

R22 )
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Age of Resxdents ' 4

oo 1182 . e

Resident Factors and Cost w o
) /_u Y

v

O Connor and Morrls (l978) reported a h1gh negatlve correlatzon
between cost and age of - resxdenés (r= - 61) Younger reszdents cost
tw;ce as;ﬁhch as adults, according to o' Connor and Morris. Almost all

publlc reszdentlal facilities have admission criteria whlch allows

'

people of all ages to resxde in the facxlltles. ‘Some varlablllty was
ev1dent in per diem rates of publlc resxdentlal fac;lltles, but the

dlfferences were not sxgnlflcant, Chlldren [ facxlxtles reported the,
lowest per d1em at $36.00, while facxlltles serv1ng all ages reported

i

per d1ems of $52.58.  “On"the’ other hand, community resxdentlal
a

facxlltles in thls study reported pes dlems that showed 51gn1f1cant

differences. Facxlltaes for chlldren reported per diems of $24 74,

'

‘while adult facilitieés operated at a per diem of $18. 39. The staffing

ratio needed to care. for children would probably account for the bulk

of this difference.

Number of Levels of Mental Retardation .

‘Case mix or the range of cases served has recelved consxderable
attentlon in hospital cost studies._ It has been proposed that the wlder
the range of servioes or output provided by a,hospital, the greater‘the
cost. Lave, Lave, and 51lverman (1972) found that hospltals treatlng
relatlvely large proportlons of unusual cases had higher costs.
Residentlal fac1llt1es for mentally retarded people may serve a sxmllar

1

"mix" in terms of the number of dlfferent levels of mental retardatlon..

223
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Some facilities may serve only one level of retardation while other
A . s T S ' - . : .
facilities may serve all four levels. According to the results of this

study, there were no significant differegces in the mix or number of
P ' ’ , ' v
1, c T . ' .
levels of'mental‘retardation in either public or community residential
|

1

facilities.

y " Community residential facilities reperted higher per- diems when

‘all four levele.($23.07) of mental retardation were served when com-
pared with facilities serving one level only ($17.85). The difference
was not significant,,ho&ever. A more refined measure of case mix may
be necessary in future research studies to tese whether a rela#iohship

exists with cost. ”
o , : )

Proporfion of Severely or Profoundly Mentally Retarded Residents
. . N I

i R~ described in an earlier section on staffihé and services, cosfs

]' have been found-to vary substantially in residential facilities to tﬂe

' extent thaf particular residents require more specialized or intensive
services (Primrose, 1972; Indiana bepartment of Mental Health, 1976;

Mayeda & Wai, 1975; jones & Jones, 1976; O'Connor & Morris, 1978):.

AcA

According to O'Conﬁor and Morris: (1978), "the most difficult variable

Voae
,

to categorize facilities on was IQ'andklevelfof functioning of the
' _

-‘residents. . . . Further, on the whele, the heterogeneity within
facilities was as greaflor greater than between facilities" (p. 41).
Heterogeneity of IQ appea;s to be a prevalent patte;n among.com-
munity residential faciliﬁies_as contrasted with public residential
faciiities. For those community.secilities which served no or less

;

than one-~half severely-or profoundlf{retarded residents, the per diem

7

/
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'costs were sxgnlflcantly 1ower than fac111t1es Wthh were predomlnantly

!

/
serv1ng the same type of reszdents._ Resxdent characterlstlcs must be

3

conSLdered 1nterre1ated to the type of stafflng/serVLces offered as wellﬁ
; as the staff to resxdent ratid needed to prov1de the necessary level of |
S /
progranming. _Thrs.combination of.factors‘probablgfInfluenced the.
variation'in per diem rates. / | 4' )

," .

In comparison, pubiic residential facilities which servagdrall
- : - . /( o

severely or'profoundly mentally'retarded resideﬂts had a substantially‘
1 P

higher per d1em ($58.68) than those publlc facil”ties serving fewer

than 75% of the same type ‘of reszdent ($46 86) The difference was not

’ . / {
sanlflcant, however. /

Cost Function Analysis
/

K

I : g .
Disgussion of the regression outcomes is an extension and elabo-
. ion of the multiple relationships.presented to this point. Cost
) o . . . ) / . _ : o

function analysis allows for a greater%understanding of the inter-
’ . k ’ ,/( ' ) ‘ .
.. relationships that exist among and between predictors and the dependent
- / N - ° \.

. : '
variable, cost of care. ’ i

Publlc Residential Facilities ,

)

Table 4.62 presented the results of a stepwise, multlple regress;on

'

with per diem cost of publlc resxdentlal fac111t1es deflned as the
dependent varlable. Over 47% of the variance (multlple R = .69) in per
diem was accounted for using this equation. " This outhme is quite com~
_parable to Piasecki et al. '(1978) regress;on ana1y51s for nurszng homes‘

which accounted for 44% of the variance (multlple R - .67).‘ In all,
' i
! .

I

".‘.“ ‘ I, . 235
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Y thirteen factors comprised the, final equation which had an overall. [
eignlficance of p <.00?. Thefvariables,are presented in decreasing.

order of'F ratios in i%ble 4.62.

> ' *

I ' =
‘The szngle factor consumzng the greatest amount of variance was

d

staff t& resrdent ratio (R .24) whzch ‘is an 1dent1cal frndlng of

[

Plaieckz et al. (1978) analysrs of halfway houses. Personnel expenses
were reported earlier asvthe szngle largest expense consuﬁing 79% of

the overall bﬁdget of puﬂiic residential facilities. These two

findings are consistent.

Location in the Southern census region was the second most

 important factor in accounting fbr varianee, and was negatively related
to per diem cost. A similar frndzng was reported for both halfway i

'houses and nursing homes by Pzaseckr and associates (1978). Newer

' facilities tended to have higher per diems-than facilities in operation
S Dl

for several years. The number of operatzng years accounted for an
xaddrtlonal 4% of the varzablllty. Faczlztles which served only adults

were~negat1vely correlated wzth per diem {r=-.11) and accounted for
. ‘ § ST e o

6% of the -variability."

IOnce these variables have been introduced, the amount of residual

variation explained by the remaining nine factors was less than 4%.

The hnderlying dimensions of the first four critical factors are

a) staff to resident ratio, b) geographic location, ;E) number of -
. . - ' s ‘I g
years in operation, and d) ageof resident served.

s
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Community Residential Facilities _ - \

3 - 4

‘As’ ‘a means of comparzng the effectzveness of thzs same set of

factors “on the per dzems of communzty reszdent1al fac111t1es, a szmzlar }?

. K \ v “jv‘

: regréssionaanalysis was performed with the resultsreportedzn.Table4.64.

The'ouerall significance level (p <.05) Qas much higher than the signl;
ficancevlevel for public residential facilities (p <.005). Ninevariables \

'S were zncluded in the final equatzon for communztyreszdentzalfaczlztzes,

"

/ four. feweruthan the equatzon for publzc reszdentzal faczlztzes.
) The szngle factor which. accounted for the greatest amount of

' varzabzlzty in per dzem cost was the proportzon of reszdents who were

- severely or profoundly'mentally"retarded. As noted earlier, community
!

re51dent1al facilities serve a broader range of levels of menwal retarw

dation than puhlzc facilities’ that predomlnantly serve the most severely

handicapped residents. ' -/

Staff turnover was the second most important factor (R change =

l, .15) whzch was negatzvely correlated (r= =.22) wzth per diem. In other
J words, as per diem,costs increase, turnover decreases. lt.zs inter-
wmest}ng:tg&note that‘turnover produces no appreciable correlation )

(r=.03) with the proportion of severely or profoundly mentally retarded o

_residents served.

i .
I The thzrd factor. to show some mlnor lmportance 1n accountzng for

varzabllzty (R change = .04) was the size or number of reszdents

.

i served. SLze is neglzgibly correlated with the fzrst two critical
factors: proportzon of severely or profoundly mentally retarded
(r=.13) and turnover (r- ;.06) The largest residential faczlztzes

are also the oldest and often'provide residential ‘'school services.

! . E-d

‘'

vy

']

¢




187

e

Metropolitan location and staff to.resident ratio each accounthfor

;// approximately 3% of the remaining variability. In public residential

Ty

o *

facilities, staff to resident ratio was a much more significant factor
- : l
in explaining variability of per diems, while metropolitan location
) , , S :
occupies a similar position in both equations. Higher per diems are

: reported by facilities located in urban areas and by facilities Wlth

" higher staff to resident ratios.

'

Perhaps the first/fapto.s entered in both equations is a reflection
of the respective sensitiVity displayed by the indicators. However,

14
common to both the factors of staff to resident ratio and proportion of

- e Al

severely handicapped residents is an underlying dimension of organi-

'a;tional.responsiveness to resident characteristi:s. On the public
.\ : - -

residential facility side, this responsiveness is reflected in staff to
resident ratio while on the community_side, it is best expressed by the:
proportion of residents who are severely or profoundly mentally retarded

In summary, ‘the regression analysis of community residential faC111tles’

. revealed a different set of variables influencing per diem including

a) the proportion of severely or profoundly mentally retarded served,
b) staff turnover, c) size, d) metropolitan location, and e) staff

to resident ratio. These findings partially support the results of a

rearession analysis performed on 29 community residential facilities

performed by O'Connor and Morris (1978). . They reported that the first

¥

factor, which was related to_both‘operating costs and total.costs,was

"a combination of staff to resident ratio, degree of programming, and

-

‘age of residents" (p. 58).
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As described in Chapter v, a supplementary cost function analysis

was performed on the- data of community reSidential facilities in order.

to incl‘de several variables which were unique only to. the community

sector. ‘hissupplementaryanalySis waspresented earlier in Table 4 66.

\ _ [
This slpplementary analySis was much more effective in accounting

fo5 variabili
R = .62 and 49, respectively.
The first and most important factor in the supplementary r gression
\

analysis was‘the index of staffing/services which consumed as much
i ’ : : ‘
2

. variability as the entire first equation (multiple R = .48, R .23) .

As shown in Table 4.65,;the index of staffing was pOSitively conrelated
w1th size (r=. 53),-number of operating years (r=.36), and negatively_

correlated With,family ownership (r= -.59L and proprietary organizations
(r= -.40). There is a moderately high positive correlation between the

Jindex of’ staffing/serVices and per diem (r=.48). The use of an index

for staffing/seIVices was introduced by piasecki et al. (1977) who alsov

reported "a significant contribution to per diem costs'is attributable‘

to the staffing index" (p. 41).

v

Another supplementary factor included in this analySis was family

\ :
ownership and operation which was found to be the second most important

factor in accounting for an additional 4% variability. As described
earlier, family owned and operated facilities tend to operate at Signi-
ficantly lower rates than either proprietary or nonprofit organizations.

' W

The remaining factors are closely related to the order of appearance in

\,

the first regrLssion equation witthroportion of severely or profoundly

%y than the use of the common set of predictors mhltiple .
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mentally iet#rded residents follodi by staff turno?ér, mét:opolitan
location: and étﬁff to resident ratio. '
In summ;:&, ;he most critical facﬁofs revealed in this suppleﬁen*
tary analysis werev a) ihdex cf staffing/services, b) family ownership,
L . :
c) prdporfion ofseverelyhandicapped residents, and d) staff turnover.
| The regréséion models used in this stuéy did not exblain all‘the

. / : . ,
variance present in cost per diems.of public and community residential

>facili€ies. Cohn (1979) noted two reaébns'accounting for'this type of
§utcome. First, the‘na;ure of critical iqputs may'often be environ-
meﬁfal or historicél which aré diffigult to quangify. Sécond, inputs
cannot al Ays be priced onée they are defined. For.example,rin edu-
cational préductioﬁ functions,vétaff constitute tLe-lafgest single in-
put variable measured by educational level or salary. A prefer;ed |
‘ proxy for staff would be a refined measure of both the quantity and
quality qf services rendered.  The current study could be improved
through refipement'in the variébles se}ected for the model particularly
in the-axea of‘quantEExL,qualiti;yané mix of‘services provided; the
,/ . ‘

allocation of capital Costs to output; the characteristics, needs, and
programming requirementé of residents; the overall output or numbér of
' resident; in,avérage daily_aﬁtendance; and a throughput measﬁre con-
sisting of the number of:aémissioﬁs,‘réadmissions. releases, respite
care stays, and evaluation cases. -

The uée of cost functions assumes cost minimizing behavior ‘on ;he‘

part of the administrators or o:ganizations participating. The cost

data used in this study may reflect cost maximization rather than cost

230



190 .
ninimizing Benavior., In nonprofit organizations, the goal of imnroving
services might mean‘;;uring limitless funds into a;bottonless receptacle.
Those faCilxties which are private residential schools may be able to
attract,resovnces disproportionate to their size or services| simply
becausemthEy are more prestigious.

In contrast with the long run cost'assumgtions that an o ganization‘
will change its size in response to the drine for economy of scale, the
faCilities in this study maintain certain size levels as a function of
social‘values and treatment philosophy. In some states small is
beautiful and regulations govern the allocation of resources to group
homes that emulate a typical family settzg It would seem plausible’
and highly desirable in future studies to use a more refined typology
of residential faCilities rather than the gross distinction between
public and community residential faCilities. The wide variation in
facilities under these headings may be due to different abilities or
motivations to minimize costs of production and unequal prices or
factors tnat affect efficiency. R

Finally, the application of the regression equations derived in.
this study to new sample cost data will probably result in shrinkage of
the multiplecorrelations. As describedtanerlinger aqd Pedhazur (l973L_'
shrinkage occurs.because of sampling .errors, errors due to inter-
correlations among prediotors, high ratios of independent variables to
sample size, and intercorrelations among grediotors with the criterion.
In order to estimate the degree of shrinkaée, Cross validation of the

first sample results w1th a second sample is preferable. . However, Cross

validation was beyond the scope of. thz? study and was not performed.
v’.‘L

\



VI. IMPLICATIONS

The_overalllpurposelof this study was to examine the relationship
betweeh the public policy of deinstitutionalization and the costs of
public and community resldehtlal facilities;. The outline of this
chapter will'hegin wlth a general evaluation of deinstitutionalizakion
as a publlc policy, followed by a.summary of the major findings and the
pelicy mellcatlons of flndlngs from this study. The £f{nal section of
thls chapter w111 contain a discussion of the limitations of this studyl

as well as an outllne of future research melzcatlons.

Evaluation of Deinstitutionalization as a Public Policy
{ , )

Several .recent publications have placed increased emphasis on pub-

\

lic pOlle analysxs through -the use of evaluation theory and practices.

Simply stated, pollcy analysxs 15 "flndlng out what governments do, why
they ‘do it, and. what difference it makes" (bye, 1976, p. l) Accordlng
to Jones (1977), publlc policy is developed by mearis of three major
phases: 1) problem 1dent1f1catlon, 2) prograh development, and

3) progrem;implementatioh, The need to deinstitutionalize mentally
retardedvpeople from public residential faciiities was perceived;
defined, and organized by executive orders fronm Presidents'xennedp and

Nixon, based on pressure from interest groups concerned with the welfare

of mentally retarded people. Demand for change was intensified by the
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civil rights movement of the l9605, changes in specia educatlon f

practlces. and the splllover effects from the de1nst1tutlonallzatlon

movement of mentally ill pe%ple. Finally, a natfénal goal was set in

/
|

1971 for the movement of dné-third of 200,000/institutionalized |
. / . H

/ / ‘ i

mentally retarded people ﬁrom state institutions to community z,

s
s
S

alterpnatives. Table l;A presented a more detalled descr1pt10n of each

i

.of these important. events that constltuted fhe problem 1dent1f1catlon
/,’ .

stage. ,/ ' g ' j
: / ) , . i: |

Duripg the 1970s, the second phase of the public policy pr?cess
occurred Program development occurred through passage of major pieces
of leglslatlon: including-amendments to the Social Security Act wh1ch
authorized Tltle XIX fundlng for 1ntermedla*e care facilities and
established the Supplemental Security Income program. Severalflandmark
decisions established constitytional rights of mentally retarded
residents in relatlvely large public IESLdentlal facilities (Wyatt v.
Stlckney, l972: Welsch v. Likens, 1974; U.S. v. Solomon, 1974). The
Title XX amendments to the Soclal Security Act and the Developmental
Disabilities Bill'of Rights Act also established deinstitutionallzation
as a pational Policy-. ' .7Jf"f1 R |

pProgram implementation also occurred during the 1970s as demon-
strated by the movenent statistlcs presented.earller in Figuree 1 and 2.
The populatlon of mentally retarded residents in public residential’s
facilities steadlly declrned from the peak populatlon of 194 650
residents in 1967 to the 1979 population of 139, 400 resxdents (Sche“eren-

_berger, 1979). The number of CRFs grew exponentlally -during thlS same

23
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period. Organizationally, developmental disabilities councilstwere'
established in every state to be respons1ble for prepavation ©f plans’
'outlining community alternatives to. institutionalization. |

| The next cycle'in the evaluation process outlined by Jones (1977)
consists of assessing the merits of the public policy of deinstitution-
alization by a) specification of its objectives, b) measurement of
these.ohjectives, c) analvsis of data, and.»d) proposing changes,
adjustments, or redefining the éroblemt‘

Accepting the Rublic policy of deinstitutionalization as the
independent variable and the economic results as presented in‘tz;;
study as the dependent.variable, one can examine questions Such as,
"What is the gain or loss from the distribution of burden on government

1. .
levels when deinstitutionalization occurs?“ In this manner, research

can be "used in reconcetha izing the character of policy issues or

even redefining the policy agenda" (Weiss, 1977, pp. 15-16).

An evaluation posture s been proposed in the past by government

officials hut‘was unattainable due to‘lack of relevant information. - In
a paper presented at the National Conference on Social Welfare in 1975,
Thomas asked, "How far and fast have we come in deinstitutionalization""

Answering his own question, Thomas stated: -

‘I do not think it is yet possible to evaluate, on a
national basis, what the successes and failures of recent
efforts to deinstitutionalize have been, although we
obviously do know many of the mistakes. In my mind they
boil down to over emphasis on saving tax money in the
short run at the expense of vulnerable’ indiVidualsL_under
"emphasis on the creation of high-quality, flexibley com-
munity based alternatives; and a general tendency’ to lose
sight of the whole point of the undertaking. (§2) < ]8 6—7)

T
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In the long run, Thomas (1975) asserted, "anything which more effec-
tively responds to human needs is cheaper than its predecessor” and
. i\
deinstitutionalization attempts to meet such needs in a humane,
/ﬁ normalizing approach.'
Although final conclusions about the evaluation of deinstitution;

alization as a public policy may be premature, it seems plausible to

outline a few brief implications.of this study.

ummary\of Major Findings and Public Policy Implications

Constitutional Guarantees and Level of Funding

In l970, Conley (1973) estimated that the total expenditures for
reSidential care for mentally retarded people exceeded $1 billion. 1In
vless than ten years, that amount has more than tripled, according. to
~ the results of this study. The growth in dollars parallels the entire
health care industry including nursing homes. Moreover, during the
past decade, fhree major policy premises have been advanced which af-
-fect the financial status\ of deinstitutionalization including. .‘
a) mentally retarded residents who are committed to state institutions
have a right'to treatment, b)‘the treatment should occur in, the least .-
.restrictive environment, a'principle thatfserves as the foundation for
'“development of community alternatives, and c) treatment should occur
primarily at public expense..- |

The U.S.: Supreme Court is currently reviewing ‘'several recent
\
federal court"decisions involving the closing of institutions and place-

ment of residents in community facilities. However, government sources
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centihue to finance lehg term-residential care*wiﬁh a higher proportion
f support giyen to public~residehtial fecilities (98%) in comparison
with community residential facilifies (75&) as presented in this study.
The expenditure of billions of dollars to'residentiel care pfovides
evidence of state'ahd national commitmeht to the long term needs of
mentally retarded people. |
An emerging policy issue for the coming'decade'is the impact of
_deinstitutienalization‘on the costs of special education in puhlic
schoolsr: The riéht to a free and app;opriateneducation is assured by
federal law PL 54-142 and the equal protection elause'of the i4th‘
Amendment to the- Constltutlon. According to Mahinelli (1975) the equal
protectlon clause means "equalbaccess to differing resources for dif-
fering objectives based upon individval need and potentlal" (pl 248).
- The direcenimplicafien for states and_loeal districts is that equal
educationalvOPPOrtunities will reqﬁire’differing amounts of money for '
eaeh' hahdicapped.child. _For example, in 1972-1973, less than 60% of '
all eligible chiidzen were receiving edueetional services due to
inadequate resources. Kakalik et al. (1973) estimated the total
expenditures for public education was §2.7 billion in 1972." He further
estimafed.that if all eligible students were appropriately served
during that- year, the cost would have risen by $2.5 billion.
Changes in the re51dent1al placement of children will have dlrect
impact on the special educat}on'flnanc1ng.. As individuals with low

mcz.dence( levels of severe or profound mental retardation are dlscharged

into connnunlty settings and are served by public schools, local district
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.officials Wlll be forced to create new programs to meet these needsr

/

Marinelli (1975) projected that states will also be required to'

‘handicapped children so t a parent or guardian is not
charged for the cost of a cRild's. education. To accomplish
this, the states may have .to- ificrease their budgets for.
education, reallocate current levels of funding within the
total educational:budget, -or combine the above, and care-
fully examine how efficiently current allocations of
resources are being consumed. (p. 253)

assure that there are'adia;hte funds for the education of

One of the most crucial factors in special education financing is
'progr ing since different educational programs have Significantly
differdent costs. It is accepted that special education programs deSigned
-to meFt the’ complex needs of multiply handicappedvstudents will require
additional specialized personnel. The need for additional personnel
-inpfies greater personnel costs and increased total costs. In addition
to!personnel costs, there are several other factors that may affect
expenditures including the community readiness, availability of support

1
, facilities and programsﬁ increased transportation costs, coordination,
follow through and case management costs as well as necessary monitoring
and licensing reguirements. It is anticipated that the potential
.benefits of shifting educational opportunities from private and public
institutions to local public schoolshave1greater significance than the
reallocation of dollars from one setting ‘to another. Far greater com-
munication and cooperation between education and human serQice agencies
will be needed during the forthcoming decade in order to meet mandates

\
while_best serving indiVidual educational needs of children.
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.Programmzng hequirements and the .Application of Cost Functions
, T
| Whether proVided in public or community ‘settings, residential care
is a laborfintensive business. Personnel costs account for 79% of the
total expenses of public facilities and 52% of the total community
expensesT The patterns and levels of staffing are uependent upon
residentfcharacteristic such as age and level of retardation, as well '
as the type.of services offered in the broad range of residential
:alternatives., Changes'in the level of staff to resident ratio have’
substantial effects ypon the cost of proViding residential care in
both public and communitx residential settings.
At the present time, policy makers depend upon implicit and
arbitrary judgments *egarding combinations of input variables such‘as
\\ .staff ratios, size of facilities, and type of programming. that will
provide care commensurate with indiVidual needs. Program.standards'and
requirements set forth by judicial orders or accreditation councils are
often formulated by expert opinion not data based research or results
of cost function analysis. Although policy makers‘control the |
allocation of\inputs, their basic objective relates to the level and
| mix of outputst\\If policy makers do not know how input factors combine
to produce outputs‘\the objectives w111 not be achieved at minimum cost
except by chance. Cost’ functions can be applied to assist policy makers.
In this study, the factors which were found to significantly
influence the per diem cost of public residential facilities include:
a) staff to.resident.ratio,._b) geographic location, and c) number of

years in operation. Higher costs are reported by facilities with higher
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staff to res1dent ratios, fac111t1es

region, ‘and by fac111t1es which opened \in the last six years. States

method of‘caring for. mentally retarded people in contrast with states\

which have used community based alternatives.

Although more research and . refinement of cos models_is'needed,

_the factors which were found to most slgnlflcantly ffect the per diems

)

of community residential'facilities were: a) the level of stafflng/

services provided, "b) the type of‘ownership, c) res1dent character-
istics such as age and level of retardation, and d) staff turnover.
Higher costs were reported by fac111ties which are larger and provide a
full range of services slmllar to publlc res1dent1al fac111t1es. Family
owned and operated facilities were consistently small operatlons whlch

i

: Ioffered dom1c111ary\ care only and reported s1gn1f1cantly lower per diems.
Lower per dlems were also related to two resident characterlstlcs.
Adults were slgnlflcantly less expensive to serve than chlldren, whlle
1nd1v1duals who were nlldly or moderately retarded were also lese‘
expensive to serwe than more severely handrcapped people. Finally,
facilities that reported lower turnover had higher.per diems,‘which
suggests that these fac111t1es offer hlgher payments. for personnel

Cost effectiveness analysls between ‘public and communlty

‘residentlal facilities seems futile as the characterlstlcs of each group

' tend to polarize. Public‘facilities tend to have different purposes,

sexrve a more dependent population, offer broader and more medically

i
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‘related services, and have greater capital investments‘in land, build-
: o g i . ) . .

ings, and furnishings. 5in contrast, community residential facilities

i

usually represent only one portion of the total cost of serVices with

‘day programming, transpor%ation, and medical serVices constituting
_separate costs. To make the two types of settings equivalent for
purposes of comparing‘EOsts is-virtually impossible.

gbyever, if the.eurrent'moveﬁent of residents from public .
institutions'continues, there will have to be a reallocatidn-of funds
tq_eommnnity based alternatives;- The everall implication of these
findings.is that the‘transfeerf severeim‘er'profoundly mentally
retarded people to community based settings requires the necessary
level of funding to prov1de the required level of staffing and services

! .

' necessary to meet individual needs. While community facilities may not
f : _

—_—

be as expensive as public residential facilities, it is equally true
that up to this time, community faCilities have not served the same

clientele nor prov1ded the same level of ‘services. - —

Reimbursement Patterns and Future Development of Community Alternatives

| In a recent natiqnal survey oflstatevmental retardation
coordinators, the majqrity df respondents indicated that during the
1980s there v:ill be an increas in the number of Asmall: Intermediate Care
Facilities for the Mentally_Retarded (Allard & Toff, 1980). This‘ |
expansion in community baséd facilities funded under Title XIX will
?ocenr.because state planners cite tﬁe.availability of "uncapped"

funding. As cited throughout this paper, the manner of'resource‘

- .
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‘ | .
allocatlo. gkould not dictate the prov1slon of servzces separate from’

‘#itexnatives be rewarded. The current piecemeal funding wuouxces for
community alternatives should be modified to better address the non-
; !
medzcal residential 11v1ng requzrements of 1nd1v1dua1s currently served

in Intermedlate Res1dent1a1 Facilities for the Mentally Retarded..

Durlng the summer, 1980, Senators Bob Packwood, Oregon, and Bill

'Bradley, New Jersey, introduced a b111 in the Senate which would
consolidate all community based, long term oare and home health oare
services now handled by Title XVIII (Medicare), Title XIX SMedicaid),
and Title, xx-intova neu three-year demonstration program called Title
‘XXI. The purpOse of Title XXI, accord1ng to the authors of the bill,
is to shift from the 1nst1tutlona1 bias in current programs :to a com-
munity'based approach for both cost and-humane purposes (Handicapped
.Americans Reports, July 3, 1980).

Rather than building programs around relmbursement sources, policy
makers should consxder projecting costs based upon a four-step frame-
' work proposed by Bernstein, Hartman, and Marshall (1976):

1. Determine individual needs and appropriate programming
services : ‘

2. Determine costs of -such programsvin community settings

3.  Determine the needed levels or amounts of funding necessary
) to provxde the required levels of 'staffing and SGIVlceS

4. ‘Determzne an allocation method to distribute funds to ensure
equlty for involved 1nd1v1dua1s.and programs.

T

State policy: makers would need an enormous amount of data and technlcal

expertise—to'use this approaqh for planning purposes. Ratlonal polzcy
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.makingbis often,superceded by political negotiation. for example,
determination of costs can occur by three methods. First, there is an
empirical'approach usingfhistorical data to project current and future
'needs. The drawback'of this method is that historical dat2 may not ‘
approximate current needs. .Pask expenditures may be the result of
ceilings, political arbitrariness, tradition, or inefficiencies. A
- second approach is the invoibement of experts who use historical data
but are able to project what ought to exist and what innovative changes
would cost. The disadvantage of this approach is that the choice of

experts is subjective and. legislators may discount opinions of experts.

Finally, levels of funding may be determined by negotiation among

Yy

various interest groups and the effectiveness of lobbying. The

\'.

. disadvantage of this approach is that the very costly needs of those
N \ .o
with more serious and often less socially visible handicaps have been

\

irequently neglpcted Although impractical, the four-step framework
1

in planning future changes would assist state policy makers in using.

economic resources judiciously while balancing the rights and needs of

mentally retarded people with an effective and eﬁficient system of
N

residential alternatives-(Bernstein,_Hartman; & Marshall, 1976).
Limitations

There are five major sources'of error in the present study,
including a) deﬁinition of the population, b).sampling errors}
c) measurement errors, d) reporting limitations-of respondents, and
e) specification_errors.. |

Y
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Deflnltlon of Populatlon ) i _ A _ i

..The present-st&dy is pred1cated on the 1977 national mail censuses

of public and. community residentlal facllltles conducted by Scheeren-
berger (1978a) and Brulnlnks, Hauber, and Kudla (1979) . The original
deflnltlons used to descrlbe public residential faCLILtleS did not :

' 1nclude state and county mental hospltals with units for mentally
.retarded people, whlle the community residential faclllty def1n1t1on
.excluded generlc fa61llt1e; such as board and care homes or supervised
apartments. Moreover, Brulnlnks, Hauber, .and Kudla reporteo the
response rate of the community residential facility survey was 87.9%

i

which introduces'biasesof1nmnown proportions aboutthepOpulation frame.

|

\

Sampllng Errors

The data for this study were collected for a sample of facilities

3

' rather than the entire populatlon. The data are subject to sampling

i
1 >

errors as presented in. Tables D.1 and D.2. Sampling errors are caused -
from taklng a small portlon of a populatlon rather than a complete
census. The particular subset of -the populatlon used in this study is

only one of many possible subsets. Eﬁtlmates derived from this sample

St

group may dlffer from est;mates der1ved.from other groups selected in

s

:the‘same way . As prevxously descrlbed, non-part1c1patlon by . communlty'

' -~

re51dent1al fac111t1es with over 400 res1dents introduced blases whose

\ -

2effects are unknown. As a result of all of these factors, the
financ%al estlmates included 1n this paper may underrepresent the

osts and relat1onsh1ps 1nvolv1ng costs w1th1n the universe of

resldentlal facllltles wh1ch serve A?niéily retarded people.

Y . . , —
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Measu :ement Errors

All financial data were self-reported figures that were nét

]

checked for accuracy through other sources. Self-reported data are
subject to an unknown potential for misrepresentation or bias.. For

egample, respondents may:hgve'been unable Qf unwilling to provide

1
correct .information.

_In_other instances, imprecise definitions or

T
. ' . L) . . . .
questions provided.in the survey instrument were subject to inter-

‘pretation. Finally, accounting procedures are not Standardized,‘and

this variability in accounting methods could create a potential for

Although every effort was made to minimize recording, coding, and

[

prodessing mistakes, there could have been daﬁa handling errors during

the analysis stage.

Reporting Limitations of Respondents

. ) b
.Questions assessing the sources of revenue and appraised value of

1

land and .buildings are very difficult questions for fespopdénts,
regardless of willingness to prov;de information. The appréised value

of land and buildings is a complex issue that had to be handled with

the best possible estimates available to financial officers. As

discussed previously, the sgmple‘facilities'may‘not be the most informed:

sources about the federal  contributions of revenue to states for

s residential care. As a result, the best estimates of sources of

]

revenue may overestimate the state contributions and underestimate the
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specification Errors

The'proposed'cost:function'models-tested in this study failed to
explain the majority of varianee in per diems. ‘The modelimav be
limited by an error in speCifying all relevant independent variables.
This limitation may be a result of erroneo;s omission of variables or
including variables that do not serve as effective proxies. For

example, the quality and quantity of services provided by a residential

facility has not been defined in the 1iterature ‘nor- has there been a

~refined definition for Fcase mix" of residents. The only means of ‘

avoiding this type of bias is to specify and estimate the model as

accurately as possibly by 1ncluding all important variables.

Implications for Future Research

Coleman (1972) urged the development of multiple research
approaches t¢ bridge the world of academic discipline with the world
of policy and action.. Referring to these activities asvpolicy

research, Coleman noted that evaluation of soc1a1 polic1es required

. t

systematic information that had a philosophical and conceptual design
that was timely, produced results, and was translatable between the
university setting and the world of action. - | |
fhere are at least three basic directions that future research in
the area of cost'bf public and community residential faCilities could
take. The first area would involve ‘the establishment of a nati?nali
data bank for maintaining trend data on the number and movement of
mentaily retarded people and the costs associated Wlth the resiFential

o

L

R4
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o

facilities serving'these residents. The second direction of research

~=

"~

would be studies concerned with analysis of factors associated with

cost using an inferential approach. Finally; cost models can be’
designed that allow testing assumptions outside the limitatléns and

constraints of the real world. Models have usefulness for planning

\.

changes in direction of public policies such as deinstitutionalization.

/
,’/

Research on Descriptive Trends

v

The ‘need for systematic national_collection of cost information
. of residential services for mentally retardedkpeople has been reiterated .

hroudhout this paper.. The type of research studies that could be

t

designed include economic analyses of selected topics at the national,

state, and local levels. 'The‘growth in expenditures of residential

: : )
care for mentally retarded peopze\is similar to that experienced by

\\ the nursing home sector. This expansionamarks'thefgrowing importance

of planning and evaluation activities related\to the long term care
| o X - S
needs of this target population.“ \\~

n_ ‘
In-depth interViey studies simlla to the present study should be

conducted at_regular'intervals in the futnre. The facilities could be
a nationalprandom cluster sample to'ailo;‘a\team of researchers and
accountants to make on-site visits rather thana\_using the national
vprobabiiity sample approach with interviewers who\canhot assist
respondents in completing the'questionnaire. Capital expenses should
be examined AGEI“a long period of time (10 years) at\the facility level
as suggeSted by the National Association of Mental Retar&ation PrJgram

, : : \
‘Directors report (1980). National mail surveys of PRFs and CRFs can
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gather only limited data compared to an interview study and should be

used in intermittent years. The type of questions that can be used in

1

a mail questionnaire would bé limited to the total'operating budget and

the per diem rates.
Once a .national data bank on the numbers, movement, and cost of
serving mentally retarded people in PRFs and CRFs is established,

federal policy makers should combine these figures with trend infor-

mation gathered for.other residential options such as nursing homes and

state and.countyﬁmental hospitals.

From a federal perspectlve, all residential alternatlves for
mentally retarded people comprlse a res1dent1al system. This total y
system must compete w1th other programs such as defense and educatlon

for scarce resources. As noted throughout this study, all too often

the focus of competition for scarce resources has been on two options

'w1th1n the . res1dent1al system, publlc and communlty residential

lfacllltles. By concentratlng only’ on those two domains, pollcy makers

Al

haye 1gnored thousands of mentally retarded people and bllllons of
dollars spent on care in nurslng‘homes, state and county mental |
hospitals, andacorrectional facilities.

Table 6.1-presents an-example of combining census figures for
several residential options and comparing the relative use and cost of
each type of facility. The estimated number of'mentally retarded
people served by all these types of facilities totaled over 344, 000 at

an estlmated cost of over $5 bllllon. The flgures included in this

brief schema meef_ several criteria described by Coleman (1972) as
Ci - :



Table 6,)

tstlulpd Conts of Kesident1e] seevices for the Bentally ketarded

Total

® o m—

L

s

C!nllllll .

. Merage
Source Tybe of Facility m Hethod Facilities  Residents Kesidunts - Epunditures Yearly Cost
: Pericd — N ! ", $ Per Resident
Schasrenbarger (1970a) -hblic Msidential 1m0 ) Survey 16) 133,000 152,000 986 §2,500,000,000 $15, 700,00
¥ mum,- Conss - : '

Katlonal Cunm: for Nursing Homes 117} B YY) Survey = 19,900 1,303,100 19,800 .} 654,800,000 8,295.64
Bealth Statistics (1919) Saaple :

brainlnks, luubor 6 Kudla (1979) Comnuy Residantial 19wl Survey - L 16,300 62,400 61,8 364,416,000 9,840.00

1 Facilitiod Cansug : : :

U.S, Lav Enforcessnt mlmm ansuu Prions 197 My, 100 26,400_ 9.5b 468,700,000 - 17,501
Mnmmm usm \ L :

Mational Institute of Mental  State ¢ County Mntal - 19% M1l Survey « 300 170,600 ' 15,50 9.1 29!;200.000 16,701.10
Bealth {1979} Hospitals Cansus o

umm lulmuto of Matal  Private Pychiatric 191 i) Survay - 129,8008 s 204,00 3,8%.00
paln’ Hospitals Saaple ‘ (short term

stay)

Kationa) Inatitute of Mental  General Hospitals 195" Wil Survey - VU550 2400 8 l,loe.boo L

Bealth’ : " with'Payeh. Sanple g . (shatt tern
W u ty)
lrulnlnh. nm b Thorshein  * Foste: Homes- ‘wn Wil Survay - 2,609 3,000 5,000 15,600,000 J',uol.oo
' IINO) - o ' '

i ! .
& bercunt. of tota) esidents ‘
blmn and Courtless (1971) 9.5 umm

¢ buloed by phome call to WIMH statisticlan’ leyn Rosenstein

roul resident and KR sesidents based on annual |d|1mon|
* Total resident and M residents based on annual. duchnqu

‘ flncludu only 20 mm .

Loz
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“tively. By providing an overview of the entire residential spectrum)

208

critical to effective policy research. First, the figures can be

compiled on a timely'basis and second, the figures communicate effec-

v

policy makers can examine the implications of moving large numbers of

/

people from one placement to another.

Analytical Studies

Mayeda and Wai (1975) have asserted that federal and state policies
for payments of human service_ dellvery of care are not always conslstent
with the goals and objectives of human development. The relmbursement

patterns for services should, in theoryf'represent the utilization of
services according to tlie behavioral needs and profiles of individual
) v 4 LT

cllents. The current trends appear to be a reverse of ‘that theory with

those servxceslwhlch are. more hlghly relmbursable_utlllzed more

—— e e

heavily. A.policy analysis'of federal and state fiscal mechanlsms

'should be designed to assess whether costs cluster in relation to state

and federal budgets, pollcles, and llmlts.. The current sample was a

_natlonally representative group of facllltles whlch prohlblted state‘

by state analyses to determlne whether hlgher costs were associated
wzth those states which' had a greater commitment to human serulces.

At ‘a state or local level, smaller studies should be~gfiigiii_fi,/;
examine the relative efficiency of res1dent1al alternatlues. .In
partlcular, costs should be related to measured outcomes such-as
resident growth and progress over\tlme. Heal and SW1tzky (1976) pro-
posed to study the cost effectlveness or community resxdentlal
alternatives through aseessment of individual outcomes (quality of llfe

and competencies'in_social, vocational, and self help areas).

~ )

R3Y
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Cost Models
"Building .cost models may be a preferred planning approach in the

future given an adequate base of cost estimates. In 1976, Peat, Marwick,.

Mitehell, and Co: developed cost estimates for various residential
alternatives, as described in Chapter II. More recently, the Retar-
dation Program Office of the Department of Health and Rehabilitative B
SerVices in Florida commissioned a study analyzing project costs of-
building facilities for severely/profoundly retarded individuals with

multiple handicaps. Per person annual costs were estimated for

residents living in three different optiohs: 1) state institution,:

2) a 24-bed developmental medical cluster calculated separately for

»

state operation or private operation, and 3) five residential

alternatives such as a group home for four, community training homes

for one, two, and three residents, and a hub residence for eight

reSidents calculated separately for state operation or private operation.
State operated facilities tend to run at higher costs because of
salary leuels and benefits. The funding for state institutions_is_ -
primarily state appropriation while the other community placements used
- -several funding sources with the greatest proportion covered by federal

g

‘money such ‘as Title XIX.

The projected cost of building new 8—hed facilities to house the
remaining resident population at two state institutions totaled $35.5-
million. This.$48.06 per square foot figure was compared with several
other types of facilities such as dormitories ($38.45)[ hospitalsl
'(séé.OS), prisons1($48;50),'and ICF/MR facilities ($42.86). .Last of

all, the report contained a brief outline for implementation.

R3]
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\

\ \
The potential benefits of using cost models such as the Florida
study include: a) preparation of a report that contaiqsvcompléte

information rather than partial cost pr03ect10ns,‘ b) timeliness\in

A}

meeting legislative needs, c) correctness cf predictions based on

\

objecfive sources of information, and 4d) translat1on of a policy 1nto

. ) \ .
concrete tasks with a timeline for lmplem ntation. - :
\

A
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' Table A.1
Dlstrlbutlon of the Sample of Public Residential Facilities
“ ‘ for the Mentally Retarded,
by Size Class and Geographic Region of the United States

i’

1 ‘ ]

Size Classes All Regions - Northeast North South West
(Residents) - . Central [ .
All Classes ' {

N 78 23 19 25 11

% 100.0 29.5 24.4 32.1 14.1

1,600 or more
N 14 6 - 1l ' 4 3
% 17.9 7.7 1.3 5.1 3.8

1,000 to 1,599

N ‘21 8 3

% 26.9 10.3 3.8 10.3 2.6
500 to 999 - Vo e

N 28 , 5 .10 9 4

% 35.9 6.4 12.8 11.5 5.1
150 to 499 ' ' a

N 12 3 4 3 2

% 15.4 . 3.8 . 5.1 3.8 2.6
Less than 150

N 3 1 1 1 0

% 3.8 1.3 1.3 1.3 0

- z
/ ., —
/ - \
/// 2?&‘/#
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Table A.2

Distribution of the Sample of Community Residential Facilities
B for the Mentally Retarded, )
by size Class and Geographic Region of the_United States

Size Cl;sseé ~ All Regions . Northeast " North South West
(Residents) : . - Central

All Classes N 180 38 67 32 43
% 100.0- 21.1 . 37.2 ©17.8 - 23.9

500 or more N 2 2 0 0

- % { 1.1 1.1 0 0

300 to 499 N 4 1 2 0 1
- % 2.2 .6 1.1 0 .6

200 to 299 N 8 1 2 4 1
: % 4.4 .6 1.1 . 2.2 .6

100 to 199 N 14 4 6 3 1
‘ % 7.8 2.2 3.3 1.7 .6

50 to 99 N 14 3 6 2 3
e % 7.8 1.7 3.3 1.1 1.7

20 tq 49 N 22 ‘ 4 9 -4 - 5
% 12.2 2.2 5.0 2.2 2.8

10 to 19 N 32 ‘ 6 14 6 6
1 : % 17.8 3.3 7.8 3.3 3.3

7 to 9 N . 26 7 10 5 4
% 14.4 3.9 5.6 2.8 2.2

6 N 18 3 -5 3 7
% 10.0 1.7 2.8 1.7 3.9

5 N 11 2 4 2 3
% 6.1 1.1 2.2 1.1 1.7

4 N 13 2 3 2 6
% 7.2 1.1 1.7 1.1 3.3

3 N 5 1 2 0 2
% 2.8 .6 1.1 0 1.1¢

2 N 5 2 ‘ 1 0 2
8 - 2.8 1.1 .6 0 1.1

1 N 4 0 1 1 2
% 2.2 0 .6 .6 1.1
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 Table A.3 .

Sampling Rates® and Eipeétod Sample Sizes for the Study
of Community Residential Facilities and Their Mentally Retarded Residents,
N by Size Class, United States, 1977

;l’ncility_ Number of Expected  With:s

Size Classes Number in Population . Sampling Sample Number of Facil..y
* (Residents) Facilities Residents - Rates Facilities Residents . Sampling
i - ' in/ Sample ‘Rates

Ml Classesi 4,427 62,397 === 1076"  1:58

1. 500 or more 4 2,316 1:1 40 " 1:58

2. 300 to 499 4 1,50 . 1:l 26 1:58

3. 200 to 299 o8 1,963 1:1 TLE ---€
4. 100 to 199 - 777 10,001  m;:714.357 172 714.357:58m;
5. 50 to 99 140 . 9,629 m;:687.786 166 687.786:58n;
6. 20 to 49 348 - 10,653  m§:484.227 184 484.227:58m;
7. 10 to 19 848 10,950 ‘mj:342.133 32 189 342.227{58m;
8. 7to 9 933 7,373 m;:283.577 . 26 127 283.577:58mj

9. 6 518 " 3,108 1:29 18 sa | 1:2

10. 5 312 1,560 - 1:29 a2 1:2

11. 4 - 1,484 1:29 13 . 26 1:2

12. 3 315 945 1:58 5 16 1:1

13. 2 326 652 1:58 5 11 1:1

14. 1 223~ 223 1:58 4 \ 4 R IS 1

Athe overall sasmpling rate of 1:58 for residents has two components: Facility
sampling rates and resident sampling rates within sample facilities. For size
classes 4 through 8, the facility sampling rate was mi/If, where mj was the size
measure (number of residents) assigned to the ith facility and If was determined by
dividing the residents total by the number of sample facilities to be selected from’
a size class. The ~mpling rate within the facilities was Ip/58m;. : .

bexpectad sample sizes assuming a constant, évenll rate of 1:58.

CSampling rates vnzlcd_fzom approximately "4:58 to 1:58. -See discussion in report
describing sample design. . . -

Source: Population data provided by. the research staff, University of Minnesota.,

. .
|
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Pr

RESIDENTIAL FACILITIES FOR
MENTALLY RETARDED PEOPLE

Project 12
Fall, 1978

/

’

!

SURVEY ARESEARCH CENTEH
INSTITUTE FOR SOCIAL RESEARCH
TPiElJNlVEFaSlTY(DF!MICFiKSAh{

1.

Interviewer's Label

Facility Number

Date

FINANCIAL ~ QUESTIONNAIRE

"y

™
INSTRUCTIONS

Please use t
year in completing the fo

will differ from government reports:

stacements are preferrad
dollar.

This information will be kept stricrly confidential an

.
! « -
g

) -

’

llowing questions.

if available.

:herefore, responses
Round off amounts to the nearest whole

hé BRalance Sheets and Income Statements for the last complete budget
Accountants’' financial statements

from accountants'

reports presenting group gummarieo.

a
If your féctlity provides
as well as mentally retar
only.

"

I
Please .
budget year.
‘time period.

ded, give finan

e

!

BUDGET YEAR

d will be used only in

-3

care for mentally ill or chemically dependent individu2als
cial figures for mentally retarded pursons

~-

o

-~

11&: the dates of the facility's most recéntly completed

All questions should be answered using this same

/
719 TO

19

MONTH

DAY YEAR®

=
Ko

23!

MONTH DAY

YEAR
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; " MONTH DAY YEAR '
(Add Subtaals L, 2o and D) o o o oo TOMLREVENE S

ERIC
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Fi
I. SOURCES OF REVENUE
Please list the specific source of Covemmn: Funds and the ~tc rom Couwmyf!
2egional, State and Federal governmenf\ sources (i.e., County iy State
Appropriation, Title XIX, Ticle XX). ’
¢ A. GCOVERNMENT REIMBURSEHENT AND SUPPORT
SUURCE (If no government suns~  snter none) C ' AMorn

TOTAL GOVERNMENTAL S N
What amounts were received from residents' privace funds (personal ‘or fami‘ly)o;

from residenzs’ SSI or Social Security checks to support the operating budgee: ¢

i 7
ch&.tacui:y. i
B. SUPPORT FUNDS FROM INDIVIDUAL RESIDENTS

. . \
SOURCE ((f ac vesidedt sufﬁmrg enter none) AHQUN{

.S

‘f?f-—‘/’/f\
.S ] A~
__-.T-J”,\

TOTAL RESIDENT | §

]

Please lis¢ all other sources of funds and/amounts. Include donations, church o
support, Un{ted Way, contributions from Association for Retarded Citizens. spd‘
grants or gifts. . :
C. OTHER sup?oar AND CONTRIBUTIONS
: :

SOURCE (I{f no other sources, enter none) . AHOLﬂﬂ)\

— . TOTAL OTHER REVENUE § ’ 7’

TOTAL FUNDS OR INCOME FOR THE YEAR ENDING
. A

, 197
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!

o 11. EXPENSES

’

5. pAYROLL EXppnSES
sA. Tota) psyroll expenses .

#8. TOtay _uyroll taxes including FICA (Social Securityl,
”°'khgn's Compensation and Unenp loyment Compensation .

‘\ c. Totay ' aid for fringe benefits in¢luding -

: | B7%up pealth, life ipsurance, reﬁiremen:‘;

6. CAPITAL EXPEHDITURES ! /
sa. FUTDRY  re and fixtures .
‘#B. Eq“ipmqnt.
«C. BUilqi,;gs.
ap. Le€asg,1d xmproveﬁéngf_. PO R :
*E. Lang . . e e . .Z{ﬂ. T I T . \.
TOTAL CAPITAL EXPE\NSE
\

«. AL OTHER ,xPENSES (KONPERSONNEL AND NONCAPITAL).

I' .
L EXp R YEAR ING : » 19
8. TOTA ENSES FO Y ENDIN T 577 TERR

(Add SUbry ls 5, 6, 7)

'

/ . fI.. PER DAY CHARGES AND COSTS

~

#9. what ¥33 (. average per day per person charge race for
. P resident to live in this facility during the past year.

210, What vas ‘h'\‘“ézﬂﬁﬁngif day per person cost rate forra
gesident |« "1fye ‘in thig facility during che past year.

—

*pefinicion® Of cnese 1temltappelr on the last page.

AMOLNy

L5



233

4 \ IV. GENERAL QUESTIONS: ) \
|
» . M. IS the cxhunsu total piven.in quescion 8 higher, lodfr or equal to the income
LY -
T \

tetal pgiven in quescion &
: {
| |l Higher Dl. Fqual \\‘ DS. lLower
\ B

b

|
2. 1~ the vapital expendicure total given in question 6 higher, lower or equal to

the «.apital expenditure total of a typtcalfyear? \
1

- I 'l. Higher ‘ [:]J. Equal . ‘[:]S. Lower

1. Are the expense and income figures given on questions 1 - 8 for mentally retarded

residenes only!
. ; e

Qv. . E v.[:]l. Yes » [:JS. No 4 .

4. ;Ha:’pckvcntane of cthe total operating expenses given {n question 8 was used to
crovide structured daytime training and services, special education classes, work
Lraining or ~heltered work employment rather than food and lodging? (If ctocal in
Lavstion $ Jid avt include such costs, enter 0" here.)

_ PERCENT
' i
15. i~ wour facilicy renced? : /
. /
O vs (Js v
B i ’.’
[5a. ‘What was the tocal rent expense for FAY .
the wear wending . . 19 e e J.o .S
_ MONTH - DAy YEAR f renc/is given go to Q. 17
- ! /

#lh. hat is the estimated appisised valuacion of .th

land and ; i
huildings of this residential facilicy?. . . g

lha. If nppfaised vgluation is unknown, “hact is the es:;ma:ed
markect dollar value of che land/gﬁd buildings?. . ¢ . . . . . S

4

#]17. what is the estimacted market dollar value of the

furni-hings of this residencial facility?. . « « « « o . a0 e e e
*i13. , what was the total expense for repair and maintenance of
capital items given in question 6?7 (Include labor cqsts). 1
19. what is the land area or lot size?
_ ACRES OR BY _ - | FEET

2N, Is this faciligy a non-profit or profit organization?

DL. Non=-.-ufit DS. Profic

*Definltlons of these items appear on the last page.

ERIC
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' . CLARIFICATION OF TERMS USED

TOTAL PAYROLL EXPENSE: All wages and slaries paid to employees, indjuding
payments .of vacation, maternity and sick pay, terminal payments, pavraoll
taxes and fringe benefits. in larger facilities with. multiple cost centers,
include a proportion of general administrative costs allocable to mentallv

rgtarded. . .

TOTAL PAYROLL TAXES: Include employers' portion of FICA, Federal and State
Unemployment Insurance, Workmen's Compensation, etc. °

CAPITAL EXPENbXTuﬁES: Costs for 1hp?ovements. Include costs for long-térm
additions or benefits which are distributed over time.
™~

OTHER EXPENSFS (NON PERSONNEL AND NONCAPI1TAL): \lgclude operating expenses jor
food, utilities, rent, transportation, supplies, taxes, non-capitalized equip-
ment , Professional dues, travel, etc.

..

CHARCE RATE: This wculd be the ber day per person per diem charged 7or a
resident to live in this facility. This figure might also be known as the
reinbursement -rate.— [ -

— ’

COST RATE: 1If the per day per person coét for a resident to live in this
facility is known, please give this figure. ‘ :

1f this facility provides special training programs to residents in addition
to roem and board, please estimate what perceni of thost non-domiiliars
expenses are represented in the total expensev (Q. 8). J1f the amount par )
in Q. 8 does not include expenscs for other than room and board, e?2or e

in Q. 14. .‘ )

I
AFPRAISED VALUATION: Appraisal of land_and buixdin-s_b;_a_piufc{~:nﬁn1\
aprraiser, such as American Appraisal Company tor large publiv favilities ;
or .FA4 ¢ >r residential_homes. < . T "

MARKET VALUE: The estimated value of sc¢lling the property on aH opvn market.

piven sufficient time and a willing buyer, s opposed to selling gquitkly on
a liauidaticn basis. ’ : ‘

REPAIR AND MA ... &XARCE OF CAPITAL ITEMS: The costs of purchasing serviee
from outsirie sources for maintenance and repair of buildings, equipment,
furniture, snd furnishing= such as elevator, plumbing, electrical svstems
mainzens oce, end repair, etc. This would not include the cosis of additions
or other improvements to the buildings and grounds.

//
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SECTION E: FINANCES

. '
El. INTERVIEWER CHECKPOINT

O

FINANCIAL QUESTIONNAIRE WAS SENT AHEAD AND HAS BEEN FILLED
OUT AND COLLECTED BY YOU ———p>CO TO E2

2. FINANCIAL QUESTIONNAIRE’UAS NOT SENT AHEAD OR WAS NOT

- FILLED OUT

.

Ela. INTERVIEWER CHECKPOINT '
\
| |1.
JSEE CREAM STAFF COMPOSITION INFORMATION SHEET FOR THIS
'FACILITY, Q. 1 :

.

ILITY (1D NUMBER STARTS WITH "0")

THIS 1S A PUBLIC FAC

2. THIS-1S A COMMUNITY FACILITY

FACILITY EMPLOYS STAFF OTHER THAN FAMILY
MEMBERS

1.
(e
-

We would like you,
financiil statement here,
naire. (HAND R GREEN FINAN
<0 BE FILLED OUT AND DETERM

yr.)

Elb.

FACILITY RUN ENTIRELY BY MEMBERS OF A
cTNGLE FAMILY=—#=TURN TO P. 2 E}

2
Ly

or your accountanf. ov whoever prepares vour
to fil11 out this Financial Question=-
CIAL QUESTIGNNAIRE. ARRANGE FOR IT
INE WHERE AND WHEN YOU CAN PIUK 1T

s Elc.

TIME

PLACE

R’

form with you. (HAND R GREY DIKIUT CARi

\

(In addition) 1 want to leave this
STAFF SEPARATIONS SHEET.)

1 facilities is recruiting and
Lo estimate

One of the most difficult problems in residentia

retalning qualified people to work
tha zmount of employee turnover on
the reason: why people leave their
ful to administrators in reducing

to recruit and hold geod staff in

we would like vou
e from ¢t

For this reason,
staff who formally separat

_ASKARTO ANTICIPATE T

'30 DAYS AND LEAVE AN

HE NUMBER OF
AMPLE SUPPLY

GO -OVER FORM AND INSTRUCTION

S WITH R AND ARRANGE TO:

directly with residents. .We want
a month=to-month bssis, and to asseéss
jobs. We think this {nformation can be help=
the costs of such turnover and in their attempts
residential-facilities.

ofe ol

to fill out this form regarding all direct are

his facility for the next 30 davs.
DIREC™ CARE STAFFlSEPARATIONS DURING THE NLXNG
OF FOA.S. . : '

=

1.

‘FROM YOU)

HAVE R SEND IN THE FORM IN 30 DAYS
(IF FACILITY IS 50 MILES OR MORF

COME AND'PICK UP THE FORM LN
35 DAYS (IF, FACILITY IS LESN
THAN 50 MILES FROM YOU)

p— 1

¢

O
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’

Iwnrine the past year, have you received a monthly check for the care of the
Aentally runrdcd residents who-.live here?

”,
<

[l. YES 5. NO p—w GO TO E3b

“i1. ilow much was the amount S:f the check?

/o~

S EOR NUMBER RESIDENTS

t{F R INDICATES THERE WAS A DLFFERENT RATE FOR DIFFERENT RESIDENTS
~LUORD HERE) -

RATE 1 $ / _ FOR - NUMBER RES[DENTS

RATE 2 5 / FOR _ NUMBER RESIDENTS
v s

RATE ) s v __ FR NUMBER RESIDENTS

Jid van receive any other money last year to operate your home for
the mentally retarded residents who live here? This does not mean

Sonev intended for residents’ personal use.

1. \'ss_l l 5. NO |eTURN TO P. 25, E4

L R

240, 'iow mh money was that for the entire vear?

S

A\
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25

E4. What were your total expenses for 1977? ,

ES.

$

(I¥ R'S RECORDS ARE FOR A FISCAL YEAR INDICATE DATES BELOW)

FROM TO

1]
E4a. Did vou have any staff to help vou operate this home during last l
(fiscal) year? : . f . l
I
!

1. YES _ s, N0 RTES)

1

E4b. How much did’ you spend for wagu~. pavroll taxe- and fringe henviits
for the staff employed’ last vear?

S
/ . : i

E4c. How much of the total am' 'nt (Fih);uu£'for pavroll tares’

\

S

E4d. How much of the total amount (E&4b) was for .fringe benefits?

S
Do you own this home, rent it. or what?/ | )
+| |, OwNs OR IS ,, NEITHER OKNS NuR ALViS N
* BUYING © (SPECIFY): -______.._. s N
! v
ESa. Hha: is the appraised value or - E5b. How much did von pav ter rent o
" market resale value of this » last (fiseal) vear?
home? . R o
: v 8
s — . -
i
i
. \éﬁ
) W
v ' .
. 2?g),\
oy
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«  Eb6. last (ftscals year did you spend any money on remodeling, new furniture or
: equipment for the mentally retarded residents who live here?
: i ’ .

S, NO |~-s=TURN TO P. 27, SECTION F

1. YES

TN

§11

E6a. How much did you spend lasc year?
Were che E.ds;'s foi,_remodeung ‘and equi:ent higher, lower or about

E6b.
the same as in ocher years?

3. SAME

5. LOWER

1. HICHER

e

ERIC
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" Table D.1

Approximate Standard Errors and Coefficients of V;;iation
for Five Estimated Cost Items for Public Residential Facilities
' ' for the Mentally Retarded

Item Estimate Standard Error Coefficient of
(millions) (millions) variation (%)
Total Revenue . $2,626.6 ©8l.5 3.10
Total Payroll Expenses $2,157.8 62.4 . 2.89
Total Capital Exgenses « §$ 140.9 Zo.l1 14.30°
All Other Expenses - © ¢ 426.5 29.9 - 7.00
Total Expenses - $2,735.5 81.3 2.97

Note: Estimates provided by Irené Hess, PhD, Director of Sampling
Section, Survey Research Center, University of Michigan.

Table D.2

Approximate Standard Errors and Coefficients of Variation
for Five Fstimated Cost Items for Community Residential Facilities

fcr the Mentally Retarded i

Item Estimate Standard Error Coefficient of
(millions) (millions) Variation (%)
Total Revenue $484 .046 22.721 4.69
' Total Payroll Expenses $267.605 s 15.976 .. 5.97
Total Capital Expenses $ 59.989 13.290 22.15
All Other Expenses $193.521 10.036 5.19
Total Expenses $517.815 - "27.780° 5.36

Note: rstimates provided by Irene Hess, PhD,.Director of Sampling
fection, Survey Research center, University of Michigan.

- o
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Sampling Exrors

The results reported in this study weyre derived from a sample

"survey and not the complete population. There are two basic types of
errors that affect sample surveys - sampllng errors and nonsaméllng
errors. Sampllng error 1§ defined as a mea?ure of the varlatlon among
the estimates from all possible estimates, and thqs is a measure pf
the precisién that an estimate approximages he average resﬁlt of all
possible Samples. éér example, the particuldf sample used in thié
survey is one of severa} possible samples tha% could haveqbeén selected
using the same'sample design. Estimates deri$ﬁd from é;éﬁ sample would
differ from each other with the sampling deViaéion defined as the
difference bétween a sample estimate and the average of =1l pogsible
estimates; Nonsaﬁpling errors have been définei;as including a widé

range of issues—from definitional problems and missing data to coding,"

processing( and imputafion errors. The accuragy and precision of
pqpulafioh estimates presented in this report arejdeterminqa by both
s%mpling and nonsampling errors. |

- The estimated totals were obtained by ihflaﬁi g the reported data -
- for each facility by the rec%brocal~of the selection probagiifty for

the facility. The formula for the calculation of ipproximatelstandard

errors is that given ésAModel II Form (a) in Kish and Hessl, (1959)

. ZH Gh - Glf-l l\ 2 ]/2
Standard error (y) = —_ (y Yy )
_ - 1
: S h-1 2&y1) w2y 0 TR Toht
' t

X
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where y = cost estimate

Yan = weighted total for the gth facility in the hth size
-" : , . i .. )
stratum ! o K&

cysd . t )
G = number of sample facilities in the h h stratum

H = number of size strata ’ N

As presentéed in Tables D.1l and D.2, the, sample estlmate and an

estimate of its standard error permil us to construct interval estimates

s

with prescribed confidence *: fhe'{ntervaltiﬁcludes the average result
, 7 Y
of all possible samples (fao. wen samplxng rate)
. // -
To 1llustrate, if 211 pussible samples were selected, w1th each of

t/

_ these samples surveyed undear essentlally the same conditions, and an

' estimate and its estimate:d Standard error calculated from each example,
. i g .

.
-

then: S KR | '

//"
a) qpprox1mately 2/3 af the intervals from one standard

error above the estimate would include the average

value of all possible samples. We,;call an 1nterval . /
~

from one standard error below the estimate to one

standard error above the estimate a 2/3 confidence

-
N

interval.
h) Approx1mately 9/10 of the intervals from 1.6 standard
A . eridrs below the est1mate to 1.6 standard errors
’ above the estlmate would include’the average value )
‘jof all’possible'samcles.. We call an interval from
1.6 standard errors below the estimate to 1.6

standard errors above the estimate a 90 percent

confidence interval.



c) Approximately 19/20 of the dintervals from two standard

errors below the estimate to two standard errors above
¢ . . : ’
. . . ‘“‘.v -
the estimate would include the average value of all "

possible samples. We call an interval from two stan-

’gard errors below the estimate to two standard errors N
above the estimate a 95 percent confidence -interval.

. i . :

4a) Almost all *intervals from three stdndard erros below .

the sampﬁe estimate to three standard errors above the

sample estimate would include the average value of all ' ~

‘possible samples-
The average value of #l1 possible samples may or may not be con-

tained in any pérticular computed intervélt But for a_pat;icular
sample, one can say with specified ébnfidep;é'that the avetage'of
all possitle samples is included in the constructed intervalf

In the last columns of Tables D.1 ;nd D.;\are the coefficients of

_ .o
variation. The coefficient of variation is the relative -standard

deviation, free of the units in which the estimate is measured. The

1

smaller the coefficient of variabiiity, the more precision. The rela-

-

tive standard error is defined as the standard error of the estimate
divided by the value being estimated.I'Cde€ficients of variation were . ~

calculated before doliar values were rounded.l

lKish,"L. & Hess, I. 6n variances of ratios and their differences in
multi-stage -samples. Journal of the American Statistical Assotiatigp.
June, 1959, 54, 416-446. ) '

1 <86
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