High-Quality
ursing Home
are Is More
ost EffectiveThan
Low-Quality Care

Two studies of Missouri nursing homes—a random sample

of facilities and a larger, statewide analysis—suggest that
high-quality LTC actually costs less than poor-quality LTC.
The researchers found that larger nursing homes, in particular,
can realize cost savings from quality-improvement endeavors.

early every LTC
journal presents
discussions about the
quality of nursing
home care, and cost
is often a central issue. Does
high-quality care cost more or
less than poor-quality care? Is it

actually possible to save money
and still provide high-quality
care? A study of 92 randomly
selected Missouri nursing homes
of varying quality led to the
conclusion that high-quality care
might, in fact, cost less than
poor-quality care.’ The cost was
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more than $13 higher per resi-
dent per day (PRPD) in nursing
homes that provided lower-
quality care.

Based on these findings, one
could project that among 120-
bed facilities, the annual savings
could be nearly $600,000 when
the quality of care was high.! To
confirm this observation, the
research team examined
statewide data, using the same
analytic methods over a longer
period of time.

METHODS

Direct patient care costs and
total costs were analyzed from
audited Medicaid cost reports
from the 496 Missouri facilities
that submitted these data in
2000; these included the 92
facilities in the earlier sample.
Quality of care was evaluated
by means of the Nursing Home
Minimum Data Set (MDS}
outcome measurements, which
rely on MDS-derived quality
indicators (Qs) and standard
QI calculation metheds.? The
MIDS data from six months
before and six months after the
midpoint of the cost-reporting
period were analyzed for each
facility. Resident oufcomes
were interpreted as “good” if
the MDS5 QI scores were within
the good threshold range and
“poor” if the MDS QI scores
were within the poor threshold
range. The thresholds had been
established in earlier research.®*
Facilities were classified into
either group by plotting of the
number of MDS QTs in each of
the threshold ranges for the two
consecutive six-momnth periods.

RESULTS AND DISCUSSION
Twenty-one Missouri facilities
were classified as having
consistently good outcomes of
care, and 93 as having poor
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OUTCOMES COMPARISON: CASE MIX AND COST

PRPD = Per resident per day.

Case Mix Costs (PRPD)
{itgome Median Median Median Total Median Direct
Sraup Admission Fagility® Cosist Care Costst
Zaod 0.92 0.77 $85.35 $43.52
Poor (.95 0.83 $52.31 §52.95
Gifference $6.%6 $9.43
* P =005
1T F=.10.
t P=.03.

outcomes of care, during the
period examined. The remainder
of the 496 were classified in the
average range and were excluded
from the comparisen. Compari-
son of the costs of care for the two
resident outcome groups revealed
substantial differences (Table I).
Facilities with consistently high
quality of care {good resident
cutcomes) had lower total median
cosis {$85.35 PRPD) than did
facilities with poor quality of care
{(892.21 PRPD), a difference of
$6.96 PRPD (P = .10). The differ-
ences in direct-care costs were
even larger: 543.52 PRPD in
facilities with consistently good
quality of care and $52.95 PRPD
in facilities with poor quality of

care, a difference of $9.43 PRPD
(P = .03). Extending these costs
PRPD for a 120-bed facility, the
potential direct care cost savings
are more than $400,000 annually.

Nursing homes in both groups
had the same admission case mix
{acuity), but the cross-sectional
median case mix index was
actually lower {less acuity) in the
facilities with good resident
outcomes than in those with
poorer outcomes. This finding
suggests that residents of facilities
that demonstrate consistently
good outcomes of care experience
greater improvement or deterio-
rate less rapidly than residents of
facilities found to have consisteni-
ly poor outcomes of care.

The type of facility ownership
(governmental, nonprofit, or
proprietary) did not significantly
differ between the two groups,
nor did the type of location {rural,
metropolitan, or urban) (Table TD.

As in the original study of 92
facilities, a significant correlation
existed between nursing home
size and the outcomes of care.
Facilities in the group demon-
strating good outcomes had a
median of 80 beds, whereas
facilities demonstrating poorer
outcomes had a median of 120
beds (P = .006). Possibly, the size
of a facility plays some role in
good outcomes of care.

The number of staffing hours
PRPD and the staff mix were very
similar in both groups of facilities
(Table Iil). Hourly wages and use
of contract staff also did not
significantly differ. Since the
number of beds, but not the
number or mix of staff, was
related to outcomes, larger
facilities may benefit from orga-
nizing staff and residents into
small, independent nursing areas.

CONCLUSION
The economic findings from the
smaller study were verified in

Juicome e
Group 1-60  61-120

> 120 Median* Metro Urban

OUTCOMES COMPARISON: DEMOGRAPHICS
Facility Size

Location

Rural Governmental Nonprofit "For Profit

Ownership

*P= 006,
N = Numbsr.

Good (N =21}  6{28%) 12{57%) 3{14%) 80 beds 8 {38%) 8(38%) 5{2&%)
Poor{N=193) 15{156%) 461{49%) 32 (34%) 120 beds  511{55%! 28(30%} 14{15%)
Total (N =114} 21118%) 58 {51%)} 35 (31%) 59 {52%; 351{32%]} 19(17%)

4{19%! 3(14%)  14187%)
81(9% 16{17%)  591{74%)
12{11%) 19{17%;  83({73%!}

Jutcome Median Median Median Nurse Median Total

OUTCOMES COMPARISON: HUMAN RESOURCES
Staifing (hr/PRPD}

Wages and Benefits {/hr}

Mean Contract Median Median Median Nurse
Group BN LPN Assistant  Direct-Care Staff  Staff {Median} RN LPN Assistant
Good 03 0.58 2.1 3.15 0.G1{0.00} $20.53 $14.74 58.72
Poar 0.35 0.52 2.18 3.22 0.G7 {0.00} $20.15 $14.40 $5.10

PRPD = Per rasident per day, RN = registered nurse; LPN = ficensed practical nurse.
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this statewide analysis, and
strongly suggest that care in
nursing facilities in which
outcomes are good can actually
cost less than care in facilities in
which residents have poor
outcomes. In the statewide
study, the differences in total
costs exceeded $300,000 per
year, and in direct-care costs,
the difference was greater than
$400,000 per year in a 120-bed
facility. These are similar
findings to the eariier study of
92 randomly selected nursing
facilities.!

The implication seems clear: A
focus on providing high-quality
services is a cost-effective strategy
for nursing facilities. If adminis-
trators and owners of LTC facili-
ties are concerned about the price
of providing the best care, they
shouid be reassured by these

findings. Encouraging care staif to
initiate quality-improvement
activities that enhance care
processes is the most cost-effective
means of both providing high-
quality care and demonstrating
tiscal responsibility.
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living). They want to live independentiy and often have
family who care for them.

Furthermore, as the U.S. population of older per-
sons grows, the strict home-cr-nursing home di-
chotomy is beginning to blur. The movement of the
elderly among indepandent living facilities, acute-care
centers, subacute-care centers, nursing homes, re-
tirement living communities, and ALFs is much more
fluid than in the past. “l think more LTC facilities should
be aware of these systems as a way of maintaining

contact with and communicating with the elderly in
their communities in a variety of sefiings,” conciud-
ed Ms. Moscowitz.
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Long-Term Care interface Is excited to offer our readers another way 1o confribute 1o
the Journal, Cur newest departrnent, Grang Rounds, highlights o case study related by
a LTC professional who learned o vital lesson or simply presenfed an intrigulng problem
that may educate others. We will pay an honorarium of $300 per submission accepted.

If you have a case study you'd like to share with your peers, please send your manuscript
to cur editors by E-mail to: stan.mehr@medicomint.com or by reguldr mcil to:

bBE Palmer Avenue, Bronxville, New York 10708
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