
Quality-Based Nursing Home 
Reimbursement:Reimbursement: 

Issues and Opportunities 

Greg Arling PhDGreg Arling, PhD
Associate Professor and Scientist

School of Medicine
Department of Medicine

Division of General Internal Medicine and Geriatrics
Center for Aging Research IU GeriatricsIU Geriatrics



Outline

• Addressing issues in quality-based reimbursement
• Defining and measuring care qualityDefining and measuring care quality
• Incorporating quality into the reimbursement 

systemsys e
• Building the capacity for quality improvement

IU Geriatrics



IU Geriatrics



Approaches to NH Quality
• Traditional Regulatory Model
Problem focus
P itiPunitive
Adversarial

• Quality Based Reimbursement• Quality-Based Reimbursement
Emphasis on high quality, not just problem avoidance
RewardingRewarding
Collaborative and supportive - engages providers in 

the quality process
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Key Questions
• What is high quality care?
Quality is multidimensional – the nursing facility is 

both a care setting and living environmentboth a care setting and living environment
Quality domains should represent the perspectives 

different stakeholders
• Can we measure quality effectively?
Meet scientific criteria – validity and reliability
Credible to stakeholders
Administratively feasible
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Key Questions (cont.)
• What is the best way to structure financial 

incentives to promote quality?
Bon s or rate add on tied to a q alit scoreBonus or rate add-on tied to a quality score
Other quality-based rate adjustments
Capacity building programs – Minnesota PIPPCapacity building programs Minnesota PIPP

• Will these incentives work?
Providers must be capable of improving qualityProviders must be capable of improving quality
There should be a sufficient business case or ROI
Avoid unintended or negative consequences
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Guiding Principles – Quality Measures
• Comprehensive contains process and outcome• Comprehensive – contains process and outcome 

indicators, quality of care and quality of life
• Relevant – taps dimensions of care that are important to 

consumers and providersconsumers and providers
• Credible – has strong research base
• Understandable – effectively presented to different 

audiencesaudiences
• Actionable – informs consumer decision-making and 

provider quality improvement
Ad i i t ti l f ibl bl d t ll ti• Administratively feasible – reasonable data collection 
cost, integrated with care delivery

• Transparent – methods are well described, in the public 
d i d t ti b t k h ld d thdomain, and open to scrutiny by stakeholders and the 
research community



Quality Measurement and Application

• Quality measurement and application should be:
Well connected
M t ll i f iMutually reinforcing

• Application of quality information:
Gives providers a stake in data collectionGives providers a stake in data collection
Can also introduce bias

• Reporting systems should encourage provider p g y g p
and other stakeholder feedback:
Serve as an accuracy check
R fi d i tiRefines and improves reporting



Rating of Quality Domains by Minnesota Nursing Home 
Report Card Users (N=108,000)

Q lit Di i % Gi i it T P i itQuality Dimension % Giving it Top Priority

Quality of Life/Resident 
S ti f ti

84%
Satisfaction

State NH Survey Results 61%

NH MDS Quality Indicators 59%

Staffing Level (HPRD) 38%Staffing Level (HPRD) 38%

Staff Retention 16%

Use of Pool Staff 6%



Quality Measures
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Quality Measures (Cont.)
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Quality Measures (Cont.)

IU Geriatrics



Example: Minnesota Quality of Life & 
Resident Satisfaction Surveyy

 Annual survey carried out by professional survey 
organization

 Face-to-face interviews with 14,000+ NH residents
 QoL and other satisfaction questions adapted from 

established instrumentses ab s ed s u e s
 Risk adjusters -- Resident gender, ADL, age, cognitive 

status & LOS
 All cognitive levels participate except for the most 

severely cognitively impaired
 85% response rate 85% response rate



Minnesota Resident Quality of Life Domains

MoodMood PhysicalPhysical
EnvironmentEnvironment

ComfortComfort

SatisfactionSatisfaction
with with CareCare PrivacyPrivacy

Q lit f Lif &Q lit f Lif &RelationRelation--
ShipsShips DignityDignity

Quality of Life &Quality of Life &
SatisfactionSatisfaction

SafetySafety

EnjoyEnjoy

MeaningfulMeaningful
ActivityActivity

IndividualityIndividualityPersonalPersonal
AutonomyAutonomy

EnjoyEnjoy
FoodFood
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Incentives for Better Quality

Paying facilities directly for better care through 
a bonus or rate add-on tied to a quality scoreq y
Building facility capacity for quality 

improvement Minnesota’s Performance 
Incentive Payment 
Influencing consumer demand through public 

reporting – e.g., Medicare’s NH Compare
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Quality Bonus
• Bonus payment is most common approach
• Set aside a pool of Medicaid funds – new p

appropriations or carved out of current budget
• Calculate a facility quality score – weighted 

average of scores in individual domains
• Pay annual bonuses to facilities
Fixed payment to high performing facilities (top 10%)
Varying payment proportional to facility quality score
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Bonus System Design
• All facilities should participate in bonus 

system
• Set stable and predictable quality standards 

– avoid moving targets, i.e., percentile 
tsystems 

• Reward improvement across continuum of 
f id th i h tti i hperformance  -- avoid the rich getting richer 

and the poor getting poorer
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Minnesota Quality Score
Measure Max Points
Staffing level (HPRD) 10
Staff retention 10
Use of pool staff 5
QIs 25
Resident Quality of Life 35
S d fi i i 15Survey deficiencies 15
Total 100
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Facility Capacity Building
• Specialized quality reporting systems – e.g., My 

InnerView
• Quality improvement collaboratives – e.g., 

Building Excellence in NHs 
• Technical assistance directed at the poorest 

performing facilities
• Stimulating broad-based quality improvement, 

e.g., Minnesota’s PIPP Program. 
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Minnesota PIPP Program
• Objectives
Foster innovation and risk taking
B ild lit i t itBuild quality improvement capacity

• Facilities design a project to improve quality and 
effectiveness of careeffectiveness of care

• Facilities receive up to a 5% rate increase IF they:
 Implement the project effectively
Achieve measurable quality outcomes



MN PIPP Program (Cont.)

• Funding $18 Million/Year ($5 Million State)
• 175 project proposals
• 60 projects (180 facilities) funded 2007-2010
• Project Examples:

Culture change Wireless call systems
QoL for dementia residents Employee retention
Pressure ulcer prevention Pain managementPressure ulcer prevention Pain management
Exercise NH Transitions



What was PIPP’s impact on your facility? (2010 Survey)
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The Challenge
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DISCUSSION
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