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SUMMARY OF FINDINGS

Summary of Findings

Our 2006 report compared the costs of Home Help and Medicaid-funded nursing
facility care and estimated the savings to the state of raising the wages of Home
Help workers. For this report, we updated the cost comparison and net fiscal impact
projections of our 2006 report using new data provided by Michigan’s Department
of Community Health (DCH). We use the same methodology that we used in the
original report and present our findings below.

1. Participation in Home Help Increased Faster Than Projected.

In FY 2008, the average monthly number of Home Help beneficiaries was 52,623, a
16.5% increase from FY 2005. We projected in 2006 that the number of Home Help
beneficiaries would increase by 4% per year due to the improved care that accom-
panied the wage increase. Since the wage increase in FY 2007, the number of bene-
ficiaries has increased on average 5.2% per year. The program was more successful
than we originally projected at increasing the number of Home Help beneficiaries.

While not all of the increase can be attributed to the wage increase, some of the
increase in Home Help usage is likely the result of improvements to and awareness
of the program, of which the wage increase for workers is one factor. In our 2006
report we projected that if the Home Help program were successful at diverting peo-
ple away from nursing facility care and into Home Help, then the share of Home
Help beneficiaries as a percentage of total Medicaid LTC beneficiaries would
increase. This has happened: Home Help beneficiaries now make up 58% of Medic-

aid LTC clients compared to 50% three years ago.3

TABLE 1. Number of Beneficiaries,? FY 2005 and FY 2008

Average Annual

Growth in Increase in

Number of Number of

LTC Program FY 2005 FY 2008 | Beneficiaries Beneficiaries
Nursing Facilities 30,538 31,196 658 0.7%
Home Help 45,166 52,623 7,457 5.2%

Data Source: Michigan Department of Community Health
Analysis: Anderson Economic Group, LLC

a. “Number of Beneficiaries” for Nursing Facilities reflects the average number of Med-
icaid nursing facility residents per month. According to DCH, over the course of a
year, the number of unique Medicaid nursing home clients is closer to 47,000. “Num-
ber of Beneficiaries” for Home Help reflects the average number of unique Home Help
clients per month. According to DCH, about 55,000 unique individuals are served by
the Home Help program in a given year.

2. Home Help is Less Expensive Than Nursing Facility Care.

The State of Michigan spent $47,096 per year less on average providing home
based care for Home Help clients than it did caring for Medicaid LTC clients in
nursing facilities, as shown in Table 2 on page 3. In FY 2008, the state spent an

3. Based on information provided by Michigan’s Department of Community Health.
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Summary of Findings

average of $51,872 per beneficiary for care in nursing facilities, compared to
$4,776 per Home Help beneficiary. While the average annual cost per beneficiary
of the Home Help program increased slightly at $240, the average cost per benefi-
ciary of nursing facility care increased significantly during the three period with the
state paying on average $4,953 more in FY 2008 than in did in FY 2005.

TABLE 2. Average Cost per Beneficiary Comparison

Difference
LTC Program FY 2005 FY 2008 FY 05-08
Nursing Facilities $46,919 $51,872 $4,953
Home Help $4.536 $4.776 $240
Average Cost Difference $42,383 $47,096 $4,713
(Savings per Beneficiary in Home Help
Compared to Nursing Facilities)

Data Source: Michigan Department of Community Health
Analysis: Anderson Economic Group, LLC

See “Cost Comparison of LTC Options Since 2005 on page 10.

3. Administrative Costs for Home Help Have Fallen Every Year Since
FY 2005.

Administrative and case management costs per Home Help beneficiary fell from
$439 in 2005 to $355 in 2008, falling in each intervening year. In FY 2008, admin-
istrative costs made up 7.4% of total program expenditures. Expenditures on ser-
vices (payment to workers for care of Home Help clients) increased during the time
period, but administrative, unemployment, and other costs declined. Some of the
reduction in administrative costs could be due to the reduction in the ratio of care-
givers to Home Help beneficiaries, implying that a greater number of caregivers are
assisting more than one client. In 2008, there were 17% more beneficiaries than
care providers, compared to 11% in 2005. While the data do not allow us to tell
exactly how many Home Help workers have more than one client, we know that as
many as 20% of care providers could have had more than one client in 2008, com-
pared to 12% in 2005. See “Home Help Expenditures” on page 8.

4. The State of Michigan is Saving More Than Original Projections.

Home Help is paid for jointly by federal and state governments. In FY 2008, the
federal government paid 58.1% of Home Help expenditures with the State of Mich-
igan covering the remaining 41.9%. In our 2006 report, we estimated cost savings
for the state’s budget if a wage increase for Home Help workers was successful at
diverting more people into Home Help care and away from more expensive nursing
home care. After updating our fiscal impact model with actual numbers of benefi-
ciaries in each program and the cost per beneficiary, the overall government savings
is likely $34.3 million in FY 2008, with $8.2 million in savings for the State of
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Summary of Findings

Michigan. This is higher than the original projections of $32.6 million federal and
state savings and $7.6 million for Michigan’s General Fund.

TABLE 3. Projected Versus Actual Cost Savings After Wage Increase, FY 2008

Revised
Projected FY Estimate FY
Cost Savings: 2008 2008
Federal and State Governments $32.6 million $34.3 million
Share Federal Government Pays for Home Help 56.7% 58.1%
State of Michigan’s General Fund $7.6 million $8.2 million
Share Michigan Government Pays for Home Help 43.3% 41.9%
Source: Anderson Economic Group, LLC
See “Cost Savings Findings Updated” on page 11.
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WHAT IS HOME HELP?

CHANGES TO HOME
HELP SINCE 2006

HOME HELP WORKERS

Michigan’s Home Help Program

Il. Michigan'’s Home Help Program

The Michigan Home Help program provides care for low-income adults who need
assistance in their homes. The Michigan Department of Human Services (DHS)
administers the Home Help program on a local (county) level. The person interested
in home care services first applies for Home Help services at his or her local DHS
office. To be eligible for the Home Help program, the individual in search of assis-
tance must need help with one or more Activities of Daily Living (ADL) or Instru-
mental Activities of Daily Living (IADL). ADL activities include eating, bathing,
grooming, dressing, transferring, and mobility. IADL activities include taking med-
ication, meal preparation and cleanup, shopping, laundry, and light housework. A
Functional Assessment is given to determine what ADL and IADL activities for
which the person needs assistance and how many hours of care he or she is eligible
to receive.

Home Help is one program the State of Michigan administers from its Medicaid
Long-term Care budget. Medicaid is the state managed health insurance program
for individuals and families with low income and resources. In 2008, the State of
Michigan spent $2 billion on Medicaid Long-Term Care. The State of Michigan
received 58.1% of the cost for its Medicaid programs from the federal government
in FY 2008.

Michigan Home Help workers received a wage increase in 2006. Public Act 330 of
2006 set a new wage floor for Home Help workers at $7 per hour, effective on
October 1, 2006—the start of Fiscal Year 2007. Prior to the wage increase, 93% of

Home Help workers earned less than $7 per hour. For the few counties that paid

workers at least $7 per hour, those workers received a $0.50 increase.*

In FY 2008, there were 43,729 Home Help care providers, an increase of 8.5%
since FY 2005. Most care providers have only one client, but in recent years it is
likely that more care providers have taken on more than one client. For example, in
FY 2005, there were 11% more beneficiaries than caregivers, compared to 17% in
FY 2008. Care providers are often related to the beneficiary and work on average
51 hours per month.

Home Help workers receive wages set by the local Departments of Human Ser-
vices. The reimbursement rates are based on each task in the beneficiary’s care plan
multiplied by the estimated time necessary to complete it, multiplied by the local
wage rate. These local hourly rates vary by county; however, the difference in wage
rates between counties was considerably lessened after the wage increase in FY

4. See page 37 of Public Act 330 of 2006 for the wage increase. For information on wages earned
by Home Help workers prior to FY 2007 see Caroline M. Sallee and Alexander L. Rosaen,
Costs and Benefits of a Wage Increase for Home Help Workers (June 2006), available at:
www.AndersonEconomicGroup.com.
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HOME HELP
BENEFICIARIES

Michigan’s Home Help Program

2007. Most workers (93%) earn $7.00 per hour. Another 5% of workers earn $8 per
hour. The highest wage a Home Help worker earns is $10.50 per hour.

In an average month in FY 2008, 52,623 individuals received care through the
Home Help program. The number of beneficiaries has grown steadily since FY
2001. Since FY 2001, the average monthly number of beneficiaries has increased
35%. Since the wage increase in FY 2007, the number of beneficiaries has
increased 13%, for an average annual rate of increase over the 2 years of 6.3%. This
is almost double the average annual rate of increase between 2001 and 2006 of
3.5%.

FIGURE 1. Average Number of Monthly Home Help Beneficiaries
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Data: Michigan Department of Community Health
Analysis: Anderson Economic Group, LLC

Most Home Help beneficiaries receive assistance with shopping, laundry, house-
work, meal preparation, and taking medication. As Map 1, “Number of Home Help
Beneficiaries by County, January 2009,”on page 7 illustrates, Home Help beneficia-
ries are spread throughout Michigan. The largest number of Home Help clients is in
Wayne County.
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