LTC E-Alert #8-124:  Feds Rank Nursing Homes Like Restaurants

Thursday, December 18, 2008

Seattle--

LTC Comment:  Today's news is full of stories about the new "5-Star" nursing home ranking system just implemented by the Centers for Medicare and Medicaid Services (CMS).

Everyone who advises aging Americans needs to understand this system, including its merits and flaws.

Below you will find today's excellent coverage in the AHCA / NCAL Gazette of the rating system's launch.  I urge our readers to check out some of the stories listed there and to review the ratings for nursing homes near you.

But first, I suggest you read the following Q&A for context:

QUESTION:  Why do we need a rating system for nursing homes?

ANSWER:  Some nursing homes are better than others and its good to know, just like for restaurants, which are better and which are worse.

Q:  Is it fair to rank nursing homes like Zagat ranks restaurants?

A:  Probably not.  Compared to nursing homes, restaurants are nearly unregulated.  They compete mostly based on quality, décor, and price.  They appeal to private consumers spending their own hard-earned dollars.  Nursing homes, on the other hand, are super-regulated.  Their supply is controlled (Certificate of Need) and their revenue is capped (Medicaid's notoriously low reimbursement).  They compete based on their ability to keep government bureaucrats happy while they depend mostly on Medicaid which demands "Ritz-Carlton care for Motel 6 rates" ("The LTC Triathlon:  Long-Term Care's Race for Survival," p. iv, http://www.centerltc.com/pubs/triathlon.pdf).

Q:  What do you mean?  Don't nursing homes compete based on quality?

A:  Sure they do.  But they compete based on the kinds and quality of care they can afford to deliver depending on their funding source.  A few nursing homes take only private-pay residents.  They're palaces because private residents have to pay half again as much as Medicaid pays for its recipients.  Other nursing homes have a lot of Medicare patients for whom the government pays generously.  They do well too.  But most nursing homes depend primarily on Medicaid financing for custodial patients.  Nearly 80 percent of all nursing home patient days are paid at the dismally low Medicaid rate.  Medicaid pays nursing homes on average less than the cost of providing the care.  So, the more Medicaid residents a nursing home has and the fewer private payers and Medicare patients, the more handicapped a nursing home is in the quality rankings.

Q:  The ratings show that for-profit homes score lower than not-for-profit homes.  Just another example of greedy capitalists taking advantage of careless government programs, right?

A:  It's not that simple.  Not-for-profit homes have fewer low-paying Medicaid residents.  They have some philanthropic money too.  Their residents tend to be higher in socio-economic status.  For profit nursing homes are more heavily dependent on Medicaid which puts them at a distinct disadvantage in the quality competition.

Q:  Sounds like a mess.  What's really going on here?

A:  Here's the real problem.  Nursing home ranking systems are almost moot.  The whole LTC service delivery and financing system has been structured for failure since it began in 1965.  I'll explain in a nutshell, but you can find the full story in our "Articles, Speeches and Reports" link at www.centerltc.com.

Medicaid made nursing home care virtually free in 1965.  That made nursing homes the dominant venue for long-term care.  It crowded out a market for privately financed home and community-based LTC.  And it impeded the development of private LTC financing alternatives like home equity conversion and long-term care insurance.  

Over time Medicaid financed nursing home care became prohibitively expensive.  Government tried to control costs by capping supply (CON).  But that only forced up prices.  So government capped Medicaid reimbursements.  But that drove private-pay nursing home rates through the roof to compensate and led to private-payers seeking ways to qualify for Medicaid.

Bottom line today, America has a nursing-home-based, welfare-financed long-term care system in the wealthiest country in the world where no one wants to go to a nursing home, but the public is asleep about LTC risk and cost because government has always covered the biggest expenses.

It's a house of cards soon to collapse, because Medicaid's inadequate financing of most nursing home care (the real cause of quality problems the feds are trying to rank) can't possibly continue even at its current inadequate level.

Why?  Three reasons:

(1)  The current recession is killing states' ability to fund Medicaid LTC and this time no "bail out" is going to help enough to get them through the worst economic crisis since the Great Depression.

(2)  Social Security props up Medicaid because Medicaid residents have to contribute most of their income to offset Medicaid's cost of care and Social Security income of people on Medicaid accounts for 13 percent of the entire cost of nursing home care nationally.  But Social Security has a $16 trillion unfunded liability and can't continue this subsidy in full much longer.

(3)  Medicare props up Medicaid financed LTC by paying very generously for the 17 percent of nursing home revenue it provides.  That subsidy can't continue indefinitely either, because Medicare has an $86 trillion unfunded liability.

Q:  So what's the bottom line for me as I seek the best nursing home for Mom?

A:  Take the government's new "5-Star" rating system with a grain of salt.  You could do better probably by asking each nursing home you consider what their "Medicaid census" is.  The one with the lowest percentage of Medicaid residents will probably offer the best care.  Problem is, you won't be able to get Mom in unless she can pay privately.  

She'll need what the elder law attorneys call "key money."  Their "Medicaid planning" clients, who self-impoverish to qualify, hold back key money so they can buy their way into the best nursing homes by paying privately at the higher rate for a while.  Once they're in, the nursing homes can't kick them out when their source of payment changes to Medicaid.  The tragedy is that poor people, for whom Medicaid is supposed to be a "safety net," don't have key money.  They end up in mostly-Medicaid nursing homes which are the very ones that have the worst quality problems.

Q:  The system sounds utterly corrupt.

A:  It is, but don't blame the nursing homes.  For the most part, they're struggling to provide the best possible care within a hopelessly flawed system that hobbles them with inadequate reimbursement and unreasonable quality demands.

Blame instead the well-intentioned, but perversely counterproductive public policy that created this welfare-financed, nursing-home-based system and destroyed the markets for both private home and community-based care and the private financing alternatives like home equity conversion and long-term care insurance to pay for it.

Now, read all about the new "5-Star" nursing home rating system in this excellent compendium of today's news:

------------------

Source:  AHCA / NCAL Gazette -  Thursday, December 18, 2008

Feds rate U.S. nursing homes By Julie Appleby, Steve Sternberg and Jack Gillum, USA Today. Dec 18, 2008 "I would challenge almost any organization to be perfect in 150 categories," 24 hours a day, seven days a week, says Stephen Morrisette, president of the Virginia Health Care Association. "There is no provision in the survey process to note ... areas where nursing facilities are doing an excellent job." Joe Donchess, executive director of the Louisiana Nursing Home Association, says a shortage of nursing staff and low Medicaid payments - about $115 per patient a day - make it hard for the homes to hire enough workers to achieve high scores on staffing, he says. Medicaid, the health program for the poor, is administered by the states and overseen by Medicare.

"The public is accustomed to looking at star ratings for restaurants or hotels," says Lyn Bentley, the association's director of regulatory services. "This is way more complex than that." http://www.usatoday.com/news/health/2008-12-18-nursinghome_N.htm 

Nursing home industry worries about new ratings By Kevin Freking, Associated Press. Dec 18, 2008 The system "is poorly planned, prematurely implemented and hamhandedly rolled out," said Larry Minnix, president and chief executive officer of the American Association of Homes and Services for the Aging. "It's really going to be an injustice for some of our best facilities," he said. http://www.google.com/hostednews/ap/article/ALeqM5hwX9-j6Yxge44aW5Q0X4viycjNYwD9550ESG0 

Five-star nursing home rating system kicks off with controversy McKnight's Long-Term Care News & AssistedLiving. December 18 2008

Larry Minnix, president and CEO of the American Association of Homes and Services for the Aging, wrote, "The Five-Star system is reflective of the way CMS has increasingly done business recently. Its ethos of working with providers has changed, in my experience, from collaborative and transparent to a heavy-handed compulsion to cram good, yet poorly executed ideas down our throats in the waning days of this administration."  CMS is posting the nursing home ratings on its Web site, www.medicare.gov/nhcompare. http://www.mcknights.com/Five-star-nursing-home-rating-system-kicks-off-with-controversy/article/123051/ 

AZ: 22 percent of Arizona nursing homes are rated poor By Ken Tucker, Kerry Fehr-Snyder and Matt Wynn. Arizona Republic Dec 18, 2008 "We have some concerns about the program because of the lack of certain measures like family and patient satisfaction," said Kathleen Collins Pagels, executive director of  the Arizona Health Care Association, which represents more than 100 for-profit nursing homes in the state.  http://www.azcentral.com/arizonarepublic/news/articles/2008/12/18/20081218biz-nursinghomes1218.html 

HI: Federal reviewers give 6 nursing homes in Hawaii poor scores But 6 Isle facilities get lowest rating possible by new evaluation system By Rob Perez. Honolulu Advertiser. Dec 18, 2008 http://www.honoluluadvertiser.com/article/20081218/NEWS15/812180368/1001/LOCALNEWSFRONT 

IN: Nursing homes subject to new online rating system By Dorothy Schneider. Journal and Courier. Dec 18, 2008 Gail Baldwin, executive director of George Davis Manor of West Lafayette, a nonprofit facility and one of the five-star recipients, said, "We have been fortunate to have a good number of RNs in staffing patterns," she said, but added that people looking into nursing homes shouldn't put all their stock in the new rating system. "While we're really happy with this good rating, it shouldn't keep people from checking into (facilities) they're interested in," she said. http://www.jconline.com/article/20081218/NEWS/812180335   

IA: Iowa Veterans Home given poor marks By Clark Kauffman. Des Moines Register. Dec 18, 2008 "We don't know whether this is going to be a very accurate or useful tool for consumers," said spokeswoman Susan Feeney. "The last thing we want to do is provide more confusion at a difficult time when someone is placing a loved one in a facility." www.desmoinesregister.com  

LA: Local nursing homes score poorly on survey By Stephen Largen, Gannett.com. News Star. Dec 18, 2008 Joe Donchess, executive director of the Louisiana Nursing Home Association, said the rankings are not the best way to measure performance. "I think the way the federal government handled this was a very basic approach and didn't go into the complexities of running a nursing home," Donchess said. Donchess said the state's nursing homes have historically had trouble hiring enough staff because of the lowest Medicaid reimbursement rate in the country. Donchess said the state should address the problem. "This is something the (Jindal) administration and the Legislature are going to have to look at on a philosophical basis," Donchess said. "You get what you pay for." http://www.thenewsstar.com/      

MI: Few of area's nursing homes get high marks Most rate 3 stars or less in system where 5 is tops By Jeremy W. Steele. Lansing State Journal. Dec 18, 2008 "It's good to have some sort of rating system," said Susan O'Shea, administrator of the top-rated 236-bed Ing-ham County Medical Care Facility in Okemos. "People need to know survey results and how a facility does overall, but then people need to go one stop further and talk to a facility." "The public is accustomed to looking at star ratings for restaurants or hotels," said Lyn Bentley, director of regulatory services American Health Care Association, a trade group whose members include for-profit homes. "This is way more complex than that." Bentley declined to discuss the overrepresentation of for-profit facilities among the lower-ranked homes. "I don't think poor quality is acceptable regardless of who provides it," she said. http://www.lansingstatejournal.com/article/20081218/NEWS01/812180373   

MI: New national nursing home rating system compares care U.S. consumer guide awards 1 to 5 stars By Patricia Anstett. Detroit Free Press. Dec 17, 2008 The Health Care Association of Michigan, a nonprofit organization representing long-term care facilities, also faulted the Medicare ratings, though it said they show many nursing homes have improved. The rating system "arbitrarily limits a 5 rating to the top 10% of facilities and requires that a full 20% of facilities be rated as a 1," said David LaLumia, chief executive officer of the association. LaLumia said the ratings should not replace site visits to see the quality of care firsthand. http://www.freep.com/article/20081217/BUSINESS06/312170028   

MS: Area nursing homes see full range of ratings By La Tonya Frelix. Hattiesburg American. Dec 18, 2008 L.J. Daniels, administrator at Oxford Health and Rehabilitation Center in Lumberton, said the two-star rating wasn't justifiable. The 120-bed capacity facility currently has 85 patients, he said. "We've been performing well and I don't believe it was an accurate score, but I'm not sure of how they were doing their scoring," he said. He feels they weren't given enough information to interpret the data and he's been in touch with CMS and the Mississippi Department of Health. http://www.hattiesburgamerican.com/article/20081218/NEWS01/812180317/1002   

NC: Nursing homes in state rated low Trade group says survey is flawed By Thomas Goldsmith. News & Observer. Dec 18, 2008 "It is based on significantly flawed and inadequate information that has stacked the public relations deck against nursing homes," William L. Minnix Jr., president of the Washington-based American Association of Homes and Services for the Aging, said in e-mail to members of the trade organization Wednesday. http://www.newsobserver.com/news/story/1338136.html   

NY: Rochester-area nursing homes question newly released rating system By Justina Wang. Democrat & Chronicle. Dec 18, 2008 "One of the things we said to CMS, when asked for input, was not to do a five-star system at all," said Richard Mollot, executive director of New York advocacy group Long Term Care Community Coalition. "It really dumbs down too much the system. I would go see a three-star movie, why wouldn't I go to a three-star nursing home? But in fact, a three-star nursing home can have a lot of problems." "I'm disappointed there may be a perception associated with the new five-star rating system, because it's not a rating of current performance," said Frank Bassett, administrator at Livingston County Nursing and Rehabilitation Center, which received a one-star rating. Bassett said the 3-year-old facility overhauled the traditional nursing home set-up and offers family-style units but had a few problems while staff learned how to operate the new model. The problems were self-reported to the health department, but neither the improvements made afterward nor several patient care awards that the facility since received are reflected in the ratings, he said. http://www.democratandchronicle.com/article/20081218/NEWS01/812180341/1002/NEWS   

TN: Tennessee nursing homes rank third worst Report stings state's long-term health care By Rachel Stults. The Tennessean. Dec 18, 2008 http://www.tennessean.com/article/20081218/NEWS07/812180350/1006/NEWS01   

NOTES:

* ?         Some of these sites may require a free, one-time registration

* ?         If you can't open a link, try holding down the "Control" key while clicking on the link

* ?         OR copy and paste the URL into the address box on your browser

* ?         If you still can't get in, try going to www.google.com/news and pasting the title of the article in the search box, surrounded by quotation marks

* ?         All of these sites are accessible on the day of publication and for a limited time thereafter

* ?         You may want to save the newsletters in a dedicated folder in your email system so that you can find past articles easily

* ?         If an ad pops up to block your view of the article you need, click on the tiny x in the top right corner of the box to close the ad

------------------

"LTC E-Alerts" are a feature offered by the Center for Long-Term Care Reform, Inc. to members at the $150 per year level or higher.  We'll track and report to you news and analysis regarding long-term care financing, service delivery, and research.  We hope The LTC E-Alerts will help you attain and maintain a high level of knowledge and competency in this complex field.  The Center for Long-Term Care Reform, Inc. is a private institute dedicated to ensuring quality LTC for all Americans (www.centerltc.com).
