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INTRODUCTION

On 11 April the Minister of Social Welfare announced the introduction of a standardised targeting regime to determine entitlement to subsidised assistance for long stay residential disability support services for older people, effective from 1 July 1993.

This paper provides some background on the new regime, describes its features, and discusses a number of policy issues arising from its development.

Of particular interest from a social policy point of view is the fact that structural changes and rationalisation of disability service purchase and delivery
 are seen as important factors leading to the policy rationalisation that has occurred. This also demonstrates the process by which this happened provides an example of the cross-sectoral and cross-portfolio approaches that are increasingly becoming a feature of social policy development and delivery.

Of further interest is the fact that these changes are set within the context of an ageing population and contain within them the implication that where older people have a capacity to meet the costs of long stay residential care, they will be required to do so.

BACKGROUND TO THE EXERCISE

The need for reform in this area has been recognised and considered within the context of the interface between Health and Welfare systems for many years. One programme, the Rest Homes Subsidy Scheme (RHSS), had been developed and administered by the Department of Social Welfare. In a separate programme public geriatric beds and public rest homes were the responsibility of the Area Health Boards and delivered through the public hospitals, while the programme funding people in private geriatric hospitals was administered directly through the Department of Health.

There was an awareness that people receiving similar services were being assessed in different ways, and being required to contribute differing amounts towards the cost of their services, depending on the type of institution from which they received services. The inconsistency and unfairness of the different treatment had been a concern for many groups involved in welfare for the aged.

A brief outline of the different treatment existing before 1 July 1993 is provided in the table below:

	Service Provider
	Number receiving subsidy
	Means test operating to 1 July 1993

	Rest Home Subsidy Scheme

Private Geriatric Hospitals

Public Hospital Geriatric Beds

Public Rest Homes


	9,100

4,500

1,800

300
	Asset based test:

Single exemption $5,665, Married exemption $11,330.

Income assessment only.

Assets presumed to produce income and added to income

No income or assets test, but national superannuation or benefit reduced after 13 weeks.

Variable systems of income and assets tests operated in different parts of the country; some similar to rest homes and others more like geriatric hospitals.


In August 1992, in Support for Independence for People with Disabilities: A New Deal, the Government announced that, as from 1 July 1993, Regional Health Authorities (RHAs) would be responsible for purchasing Disability Support Services (DSS). This announcement meant that all DSS programmes would eventually become the responsibility of a single purchaser the RHAs. A three year programme began on 1 July 1993 carrying out this transfer. As well as programmes administered by the Area Health Boards and hospitals, a number of programmes which had previously been the responsibility of the Department of Social Welfare, including the rest home scheme, home help and programmes established under the Disabled Persons Community Welfare Act 1975, transfer to RHA responsibility.

Support for Independence also noted government concern to target public resources to those who are most in need, and the need to examine means testing and other targeting mechanisms relating to services for people with disabilities. It also noted the need to find the best way of providing accommodation assistance and income support for people in long-stay hospitals and other long-stay residential care.

In effect these two items provided the brief for the disability support services targeting exercise. The analysis was carried out by an interdepartmental working group comprising officials from the Departments of Social Welfare, Health, Treasury and Women's Affairs. The focus of the exercise was on rationalisation of the targeting regime with respect to older people entering long-stay residential care, including private and public rest homes, and public and private geriatric wards. Because of the interrelatedness of "ability to contribute" and benefit entitlements, it was also necessary for the working group to consider the appropriate benefit regimes that should apply with a rationalised targeting regime.

RATIONALE FOR THE REFOMS

Two key premises driving the reform were:

· recognition that people receiving similar services should not be treated differently simply because the services they receive are delivered by a different provider; and

· recognition that before people qualify for a taxpayer funded subsidy on long stay residential disability support services, it is reasonable to expect them to use their own resources, down to an acceptable level, by contributing towards the cost of those services.

Other issues that needed to be taken into account were:

· to ensure compatibility with RHA purchasing/contracting mechanisms;

· to achieve neutrality between different providers and types of service;

· to allow flexibility for RHAs to introduce new approaches to contracting (and for or continue home-based care;

· to maintain appropriate incentives for clients, families, and caregivers to opt for or continue home-based care;

· to develop appropriate administrative arrangements and links between needs assessment, financial assessment (and re-assessment) and service provision;

· to provide a smooth transition process (establishing new administrative processes for new and existing clients); and

· to ensure that costs did not exceed current levels.

STRUCTURE WITHIN WHICH THE SYSTEM WILL OPERATE

The following is a brief outline of agency responsibilities and where the new targeting regime would fit within the post July 1993 environment:











This structure provides a clearly defined delineation of roles and responsibilities between the RHAs and the New Zealand Income Support Service of the Department of Social Welfare (NZISS). RHAs are responsible for purchasing the medical and care needs assessment and the purchase of services on behalf of the clients. RHAs do not have a role in the financial means assessment of clients. NZISS has sole responsibility for the financial assessment of clients, but has no role in the purchase of disability support services. Well defined roles allow each agency to focus resources on its respective area of expertise contributing to an overall enhancement of the State's cost effectiveness. Clear role definition between the agencies will contribute to public understanding of how DSS targeting operates, and also preserves privacy of health and financial information.

FEATURES OF THE NEW REGIME

Shape of the regime

The new targeting regime is modelled on the rest home subsidy scheme (RHSS) which operated until 30 June 1993. There are a number of reasons why the rest home model was chosen:

· the largest subgroup within the target group (around 60%) was already covered by the RHSS;

· the RHSS had been in operation for a very long time (since 1961), and had a bank of micro policy and administrative procedures already developed which meant that it would not be necessary to redevelop all systems from scratch;

· the RHSS had the capacity to develop and embrace a wider target group at short notice;

· the operational functions and organisational arrangements required to deliver the RHSS could be reasonably adapted to fit with the new institutional arrangements for DSS; and

· the RHSS was more stringent than other regimes, and as such would ensure that costs did not exceed current levels if applied to a wider target group.

Review of rest home features

A key feature of the RHSS is the fact that persons are required to run down their assets to certain allowable levels (asset thresholds) before they qualify for RHA taxpayer funded subsidies. A broad definition of "realisable" assets applies. This may in certain circumstances include the applicant's fixed assets and a family home where both partners of a married couple, or a single person, enter residential care. Where there is a spouse or dependent children living in the home no account is taken of the home, furnishings, car, etc, in assessing realisable assets.

A number of elements of the rest home subsidy scheme were reviewed as part of the exercise.

The target group

The target group under the RHSS covered people in receipt of national superannuation (previously aged 60 plus) who required long-stay residential disability support services, or people "close in age and interest". As a general rule, any person who received rest home care between age 50 and national superannuation age, single or married, could be considered "close in age and interest".

In recognition of the fact that the age of entitlement for national superannuation will move to 65, the new targeting regime applies only in respect of people 65 or over, or single people who are over 50 and assessed as "close in age and interest" to the target group who entered long-stay care after 1 July 1993. To reduce the likelihood of younger families having to contribute their income and assets before the disabled spouse reaches retirement age, married people have been excluded from the "close in age and interest" rule. Similarly, sole parents with dependent children have been excluded from the rule.

The new targeting regime applies only to people receiving their long stay residential DSS in private rest homes, private geriatric hospitals, and in public hospitals and rest homes. It does not affect people in psychiatric wards or people in homes registered under the Disabled Persons Community Welfare Act 1975.

Asset thresholds

For a single person the amount of assets he or she can hold increased from $5,665 to $6,500. Where a married couple are both in residential care the amount of assets they can hold increased from $11,330 to $13,000. Where one partner is in care and the other remains in the community, a new asset limit was introduced which increased the level of allowable assets from $11,330 to $20,000. This measure was introduced because the RHSS did not take into account the fact that the asset needs of a spouse in the community were likely to be greater than those where both partners were in residential care.

Benefit entitlements

Rates of national superannuation and benefits payable to persons in care and the spouses in the community have also been reviewed to provide standardised cover. Prior to 1 July, there were differences in the benefit entitlements and payment arrangements for people in different types of care.

From 1 July the rate payable for the person in care will be the full rate of national superannuation or veteran's pension, or relevant benefit. A personal allowance of $24.32 a week will be deducted from the rate and paid to the person in care. The residual amount will be paid direct to the provider of the care. All people in subsidised long-stay care will now also qualify for the annual clothing grant of $172.24 a year.

The spouse in the community will receive the single rate of national superannuation or veteran's pension, paid at either the single sharing or living alone rate, or the equivalent of the single rate of invalids' benefit if they do not qualify for national superannuation in their own right. In addition, all spouses in the community will have statutory entitlement to a special disability allowance of $24.32 a week to assist with additional costs, such as visiting.

Exempted earnings for spouse in the community

The exempted earnings level for the spouse in the community has also been reviewed. Under the RHSS there was a single blanket earnings exemption which allowed the spouse in the community to earn $27,105 gross a year. The single earnings level took no account of the fact that the income needs of the spouse might vary where there are dependent children.

From 1 July where there are no dependent children, or one child, the spouse may earn $28,927 a year without affecting subsidy entitlement. Where there are 2 children the earnings level is $32,740 a year, and where there are three or more children the earnings level is $36,553 a year. These levels have been aligned with the cut out points for Family Support.

Effect on people entering residential care

After 1 July 1993, people entering long-stay care in a public or private geriatric hospital after 1 July 1993 will, where they have assets, be required to contribute more towards the cost of that care before they receive taxpayer funded subsidies. On the other hand, because of the review of asset threshold levels and improved benefit entitlements, people entering rest homes and spouses in the community will be better off under the post July 1993 regime.

Effect on people in residential care as at 1 July 1993

For persons who were in residential care on 1 July 1993, particularly those in public or private geriatric hospitals, existing arrangements will be "grandparented" until at least 1 July 1996. They have not been required to contribute a greater amount towards the cost of their care than they were already doing. However, people already in rest homes who were reducing their assets to meet the old asset thresholds received immediate access to the higher threshold levels.

CONCLUSIONS

The DSS targeting exercise has many themes in common with the review of Accommodation Supplement. In both areas there has long been recognition of the inequality of the treatment which people receive depending on the provider of the service. For a number of reasons, including split Ministerial and departmental responsibilities, it would appear that it was easier to live with policy inequities while programmes were operated by different agencies.

Of interest from a social policy perspective is the fact that in both cases institutional rationalisation appears to have been one of the main drivers of policy rationalisation. The idea that a single purchaser, in the shape of the RHAs, would purchase similar services for treatment which differed only because of the location of those services was unlikely. One might ask whether further institutional rationalisation within social service sectors, and perhaps wider use of generic information systems among social service agencies, might provide the impetus for further policy rationalisation.

The distribution of responsibilities between agencies is also likely to be of interest. The DSS solution is indicative of a growing and inevitable trend which recognises the impossibility of fully dealing with an issue entirely within any one service sector. It is clear that in future social policy solutions will become increasingly cross-sectoral and cross-portfolio. In the past the Department of Social Welfare and a variety of health sector agencies were involved in both service purchase and financial assessment for long-stay care. The new structure recognises the two processes but concentrates them fully within the agency with the greatest expertise for delivery.

While the new regime does provide more equitable treatment for those within the target group, it is acknowledged that it focuses on only part of the spectrum of disability support services. There is a range of interface issues which will require further and ongoing consideration. These include the relationship between residential and community disability support services, and the relationship between residential services for older people and residential services for younger people, and non target group people in psychiatric wards and Disabled Persons Community Welfare homes. It will be important for the Ministry of Health and the RHAs to monitor the operation of the new regime to ensure that unforeseen incentives do not arise. It will be some time before we will know with any certainty the effects of the targeting regime on service purchase decisions and the behaviour of applicants and their families.

The DSS targeting regime also needs to be considered in light of the overall picture of an ageing population and the increasing income maintenance, health and disability costs that might be associated with this process. One of the main difficulties is to fairly apportion the responsibility for meeting costs between the state, the applicant and immediate family (including spouse and dependent children), and/or the wider family (including adult children, etc).

The acceptance and extension of the rest home model for long-stay residential care makes clear an expectation that applicants and immediate family will use their own resources to contribute towards long-stay care costs before they can expect taxpayer funded subsidies. The corollary of this expectation is that long-stay needs have a prior claim on immediate family realisable assets, possibly at the expense of immediate, and certainly wider, family inheritance claims.
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� The Health Reforms make a distinction between purchasers of services and providers. The same arrangement applies in respect of disability services where the RHAs have responsibility for the purchase of services from a wide range of service providers.


� Family Support is a targeted income maintenance programme which providesadditional income support to low income earning and beneficiary families. The amount received is dependent on the number of children and abated as family income increases.





