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Assessment of Healthcare Costs and Health Outcomes in Institutional
Elderly Care Model: A Perspective of Value-Based Health Care

XIE E, WANG X1
(School of Economics, Shandong University, Jinan 250199, China)

Summary: With the demographic shift and deepening aging, the ability to care for the elderly within families is
weakening, and the demand for institutional care is rising. As a countermeasure to population aging, the concept of the
combination of medical treatment and endowment is changing the medical model of elderly care institutions, and the
medical behaviors of the elderly cared for by institutions differ from those of conventional home care in terms of
consultation, medical treatment, convalescence, and rehabilitation. The institutional elderly care model has the mission of
providing better and more professional services based on the combination of medical treatment and endowment. At the
current stage, there is a lack of quality and effectiveness assessment of the medical services of the institutional care model ,
and it is difficult to accurately and objectively grasp its characteristics.

This paper uses the data from the Chinese Longitudinal Healthy Longevity Survey (CLHLS) to assess the healthcare
costs and health outcomes of institutional elderly care and discusses the advantages and challenges of institutional elderly
care mode. This paper finds that while the institutional elderly care model is conducive to lowering healthcare cost
expenditures for the elderly, it does not serve to safeguard and enhance health outcomes. The conclusion still holds after
mitigating endogeneity problems and other robustness tests. To explore group differences in the impact of the institutional
elderly care model on healthcare costs and health outcomes, this paper conducts a heterogeneity analysis for elderly people
with varying degrees of somatic impairments, and the results show that the institutional elderly care model significantly
reduces the healthcare costs of mildly and moderately disabled elderly people, and is not conducive to the health of the
mentally retarded elderly people. The mechanism test shows that the institutional elderly care model can improve the
convenience of diagnosis and treatment of common diseases and home care, and thus reduce the medical costs of medical
treatment and hospitalization of the elderly; scientific and regular lifestyle and higher medical efficiency contribute to the
health of the elderly in the institutional elderly care model. However, the loss of psychological care and emotional support
is the reason that undermines the quality of medical services in the institutional elderly care model.

This paper is valuable for achieving the goal of “value-based health care”, and it can also be used as a reference for
subsequent research. The policy implication is that the optimization of the institutional elderly care model in the future
requires multiple efforts, and the institutional elderly care model can be developed in the direction of more specialization
and humanization and higher efficiency through strengthening medical care and psychological care, enhancing service
specialization, improving policies and regulations, and strengthening technological innovation, thus providing a comfortable
and dignified environment for the elderly to live in their twilight years.

Key words: institutional elderly care model; healthcare costs; health outcomes; value-based health care
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