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As we move toward the 21st century, nursing home
care will become an increasingly important part of fam-
ily practice. The number of nursing home residents will
grow, their illnesses will become more acute, and the
types of medical services provided by nursing homes
will broaden. The fiscal difficulty of providing nursing
home care will intensify, and a variety of innovative
payment programs will be introduced in an attempt to
control costs. The only way these will succeed is by a
partial reallocation of health care dollars from expen-
sive high-technology hospital care to less expensive

Why is it that two words, nursing and home, when used
singly, evoke very positive emotions, but when put to-
gether have such negative connotations? Senior citizens
are frightened by the prospect of ever having to enter
one, politicians and policymakers are staggered by the
costs involved in operating them, and physicians are
either ignorant about or uninterested in what goes on in
them. How much will these attitudes have changed by
the year 2001?

Increased Demand

The population of North America is aging. Even in the
best-case scenario, with more of the elderly remaining
active longer and more services being provided in pa-
tients’ homes, the demand for nursing home beds will
increase.1 It has been estimated that, for persons who
turned 65 years old in 1990, 43% will enter a nursing
home at some time before they die, and 21% will have a
total lifetime use of nursing home care of 5 years or
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low-technology care in nursing homes. As a result of
these changes, hospitals will become more involved in
the provision of what were traditionally nursing home
services. Nursing homes will be used to a larger extent
for medical education, and, under congressional pres-
sure, a shrinking pool of federal research dollars will be
more fairly allocated to clinical investigation in this set-
ting.
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more.2 The introduction of Medicare’s prospective pay-
ment system through diagnosis-related groups (DRGS)
has resulted in earlier discharge of sicker patients from
hospitals to nursing homes.34 This trend will continue.
Not only will there be an increase in elderly nursing
home patients by the year 2001, but with the continua-
tion of the AIDS epidemic, an increasing number of
younger patients will also spend time in nursing homes.
Furthermore, although there will be a growing demand
for nursing home beds between now and 2001, the more
significant impact caused by the aging of the post—¥World
War Il “baby boom generation” will not be felt until
about 20 years after 2001.

Sources of Funding

Most nursing home residents are severely impaired in
their ability to care for themselves. Because of this, their
care needs must be met by others. The nursing home
industry is labor intensive and therefore expensive. It is
estimated that nursing home care in the United States
will cost $125 billion by the year 2000, which is more
than double the current expenditure. Fifty percent of the
current costs across the nation are paid by Medicaid.
Only a small percentage of nursing home care is reim-
bursed by Medicare, a fact unknown to many elderly
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persons and their families.5 The future funding of nurs-
ing home care is far from clear. Various options are
under discussion and investigation.

One option isprivate long-term care insurance, but as
recently as 1988, such insurance policies paid for no
more than 1% of nursing home expenditures.6 The num-
ber of insurance companies offering these policies and the
number of persons subscribing to them is increasing, but
the overall percentage of persons with coverage remains
small. Consumer doubts about need and industry con-
cerns about eventual costs have limited the expansion of
long-term care insurance. It is unlikely that private long-
term care insurance will contribute more than a small
percentage to the funding of nursing home care by 2001.

In collaboration with the federal government and
with the help of a grant from the Robert Wood Johnson
Foundation, the State of Connecticut introduced a pro-
gram to encourage the purchase of long-term care insur-
ance.7 Under this plan, if the insurecs purchase $50,000
of long-term care insurance, the state will allow them to
protect $50,000 of their own assets in the event that their
long-term care costs exceed $50,000 and they have to
apply for Medicaid to cover the remaining costs. It is
anticipated that a state resident with this kind of long-
term care insurance policy will be less likely to draw upon
Medicaid to pay for his or her long-term care expendi-
tures. The success of the program remains to be seen.
Eight other states are introducing similar plans.8 To
promote the more widespread purchase of long-term care
insurance policies, tax laws will need to be changed to
allow both individuals and employers to be partially
compensated for the costs.

Another option includes extending Medicare cover-
age to include more nursing home care. Under current
regulations Medicare will not pay for nursing home care
unless there has been at least a 3-day hospitalization
during the 30 days before admission. This regulation was
dropped with the passage of the Catastrophic Health
Care bill, but introduced again when that legislation was
repealed. This arbitrary regulation should be revoked.
Lack of reimbursement for acute illness in nursing home
residents is discussed in the next section.

A third option is to allow persons to accumulate
tax-free reserves similar to individual retirement accounts
(IRAS) to pay for eventual long-term care needs.9 Such
options arc bound to increase the tax burden on a de-
creasing percentage of younger income earners to help
take care of an increasing percentage of the elderly. The
political implications of this will intensify between now
and the end of the century. It is very likely that by 2001
Medicare benefits will be means tested and all social
security payments will be taxable to help offset the im-
pending generational imbalance. Many elderly persons
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will have financially secure retirements, but the majority
will still be unable to cope with the huge cost of a
prolonged nursing home stay. An increasing number of
wealthy retirees will choose a life-care community option
with long-term care coverage built into the fees. But
most people will be unable to afford such guaranteed
care.

Payers of nursing home care are currently using two
popular methods to reduce nursing home costs. The first
is to have reimbursement levels based on the care burden
ofthe patient. Because of the fixed payment per patient in
many states, it is in the interest of nursing homes to have
as few sick residents as possible. Such persons require
more care and therefore a larger staff. The Resource
Utilization Groups (RUGS) method of reimbursement,
which is currently used in New York State, has varying
rates of payment depending on the patient’s functional
status.10 RUGS uses a case-mix-based reimbursement
system. This system in effect relates reimbursement rates
to the amount of care required. There are controls within
the system to ensure that nursing homes do not attempt
to increase reimbursement rates by falsely rating patients.
An attempt is also made to ensure maximum quality of
care, which the case-mix-based system by itself will not
accomplish. With the introduction of the Minimum Data
Set (MDS) now used in all nursing homes, the level of
care a patient requires can be more easily assessed, and a
graded reimbursement system will become uniform
across the country. 1l

The second is an attempt to “channel” costs anay
from nursing home care and toward community and
home care. The rationale is that overall expenses in long-
term care can be reduced if patients who would otherwise
go to nursing homes can stay in their own homes with
the help of additional resources. Hard evidence of a
decrease in costs is difficult to obtain, but improvement
in quality of life has been reported.12 Many states already
screen all prospective nursing home admissions to make
sure that nursing home care is necessary. An emphasis on
home care as a means of avoiding nursing home care will
continue to grow.

Providers

Family physicians are involved with nursing homes and
nursing home residents on a number of different levels.
Family physicians have assumed medical directorship
roles in nursing homes and usually receive salary support
for performing this duty'. A few larger nursing homes
have a full-time medical director and other full-time
physician staff members. Many family physicians take
care of large numbers of nursing home patients, whereas
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the only contact others may have with nursing homes is
inthe course of trying to get a patient admitted to one.

There are many disincentives for physicians to prac-
tice medicine in the nursing home environment: poor
reimbursement for care provided to nursing home pa-
tients; a myriad of regulations that result in frequent calls
from the nursing home staff; and inadequate training in
how to manage nursing home patients. These factors
have led some family physicians to choose not to take
care of nursing home patients. Accordingly, some nurs-
ing homes find it difficult to find well-qualified physicians
to manage their residents’ medical care. In others, phy-
sician visits are made reluctantly and infrequently.1314

Physicians will remain ultimately responsible for the
medical care of patients in nursing homes. Persons in the
community can choose whether they want to see a phy-
sician, but under current regulations all nursing home
residents must have an assigned physician. This rule is
not likely to change. Because of the difficulty in finding
competent physicians to take care of patients, the larger
nursing homes will move toward hiring full-time medical
directors and medical staff. In the Netherlands this is the
primary method of physician involvement with nursing
home patients. Geriatric training in the Netherlands has
developed as a subspecialty in nursing home medicine.
This model will not become predominant in the United
States, however, and individual private practitioners will
still provide the majority of medical care in nursing
homes.

To help make the provision of clinical services more
cost-effective, private practice groups will look to physi-
cian extenders such as nurse practitioners and physician
assistants to help take care of nursing home patients.
Some academic nursing homes have already done this
successfully.15 These facilities have found that physician
extenders have resulted in more cost-effective care and
improved patient outcomes.16'17 Because of the potential
to promote a better quality of care, some nursing homes
will be willing to help promote such arrangements with
salary support. Physician assistants are reimbursed under
Medicare Part B for nursing home care that was provided
without a physician having to be physically present in the
nursing home at the time the care was delivered.

Under current Medicare reimbursement arrange-
ments, it is in the interest of physicians and nursing
homes to have sick nursing home patients transferred to
acute-care hospitals for treatment of illness that requires
increasing numbers of physician visits and increasing care
by the nursing home staff. Many nursing home residents
with pneumonia, pyelonephritis, osteomyelitis, and
other common conditions could be managed in the nurs-
ing home without transfer to a hospital. If the nursing
home and physicians were more realistically reimbursed
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for the care of sick nursing home patients, considerable
savings would be realized from the resulting decrease in
hospitalization. Because of the lack of additional reim-
bursement for taking care of acutely ill patients, most
nursing homes are reluctant to administer intravenous
(IV) fluids or antibiotics, for these require additional
staffing. By 2001, however, Medicare will reimburse the
cost of caring for acutely ill nursing homes patients to a
larger extent.

Regulations

The nursing home industry is highly regulated, and to
date most quality assurance efforts are conducted to
ensure compliance with these regulations. The licensure
and certification of institutions is aimed at making sure
that they have the capacity to provide a certain minimum
standard of care rather than guaranteeing its actual pro-
vision. The medical director’s responsibilities include en-
suring that a reasonable standard of medical care is pro-
vided by the physicians or physician extenders who take
care of patients in nursing homes. Areas that lend them-
selves well to quality of care assessment in nursing homes
are falls, appropriate use of medications (particularly
antipsychotic medications), use of restraints, and the
proper implementation of the Patient Sell-Determina-
tion Act.

Patient and family satisfaction are increasingly im-
portant measures of quality assurance. Reimbursement of
care will become increasingly dependent on the quality of
care provided. As one example, Illinois uses a system
called QUIP (Quality Incentive Program).13This system
is an attempt by the State of Illinois to increase the
quality of care offered by nursing homes by relating
bonus payment to quality of care measures. Most regu-
lations for nursing homes concentrate on structural cri-
teria such as compliance with the Omnibus Budget Rec-
onciliation Act (OBRA) regulations and evidence of
correct documentation. Noncompliance leads to negative
sanctions, usually fines. QUIP uses a positive-incentive
approach for the provision of care in excess of the min-
imum requirements. Ninety percent of nursing homes in
Ilinois participate in the program.

Although QUIP is a step in the right direction, it
has several major flaws. There is only one true outcome
measure (patient satisfaction). In QUIP, the validity and
reliability of the measurements used have never been
established. The program was not tested in a pre- and
postintervention fashion; therefore, comparisons of mea-
surements and outcomes could not be made and assessed.
However, an expansion of reimbursement based on qual-
ity and outcome measures should be anticipated.
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Changes in Organization and Function

Hospitals will play a greater role in the supply of nursing
home care in the next century. Many hospitals have
already purchased or built their own nursing homes, and
many more are planning to do so. In some states hospi-
tals have developed hospital-based nursing home beds or
“swing-beds.”19 They provide the same role as “step-
down units” in both Sweden and the United Kingdom.
They will become more prevalent. If administrated prop-
erly, the majority of care provided by these units is
reimbursed by Medicare. From the hospital’s perspective,
swing-beds provide the useful function of transferring
patients from acute care beds when that level of care is no
longer necessary, thereby maximizing returns under the
DRG system of payment. Transitional care units with a
similar function can be developed in nursing homes that
are either owned by or affiliated with a hospital.

Nursing homes, particularly those owned by or
closely affiliated with hospitals, will seek to diversify the
types of services they provide. Nursing homes hire and
train staff to take care of the needs of frail dependent
patients. These same staff members can assist in the
provision of other services coordinated by the nursing
home. Adult day care is an obvious example. Day hospi-
tals, usually located on hospital grounds, have worked
successfully in the United Kingdom. They provide most
of the services offered by skilled nursing homes, and
because patients return to their own homes at night and
weekends, costs are substantially less. In North America
these programs may be better placed within nursing
homes. Hospital outpatient services including geriatric
outpatient services, blood-drawing stations, radiology
services, and clinical laboratory services could be located
in the nursing home. In most nursing homes these ser-
vices have to be brought in or the patient must leave the
nursing home for them. Exercise programs, physical
therapy, and screening services for older patients could
also be provided in nursing homes.

Another direction of care provision in which nurs-
ing homes are rapidly moving is that of special care units
(SCUs). Special dementia and Alzheimer’s care units are
the most common of these.2021 The goal of these units is
to provide an environment for demented patients that
caters to their special needs. In most units, there is an
emphasis on having specially trained staff. Activities are
tailored to the individual needs of the residents, with the
avoidance of restraints (both physical and pharmaco-
logic), close involvement of family, and an appropriate
physical environment. The efficacy of these SCUs, how-
ever, has never been proven. Medicaid does not increase
reimbursement for SCUs. Some nursing homes may use
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SCUs solely as a marketing tool. The fiscal viability of
many SCUs is tenuous. In spite of this, there is a major
increase in the number of SCUs across the country, and
the trend will continue. Others that are likely to follow
are special units for the long-term care of AIDS patients,
dialysis patients, ventilator-dependent patients, and trau-
matic brain-injuried patients. Nursing home and hospi-
tal-based rehabilitation units will compete more aggres-
sively for rehabilitation patients.

Nursing homes have clearly been neglected as sites
for medical education. The American Board of Family
Practice is in the forefront by ensuring that at least one
segment of future primary care providers will have had
some exposure to, and instruction in, taking care of
nursing home patients. Other disciplines, and in partic-
ular internal medicine training programs, need to address
this deficit in their training programs. Nursing homes are
suitable environments to teach medical students clinical
skills. History-taking and physical diagnosis instruction,
for instance, are areas that can be taught with the help of
nursing home residents.

Even though on any one day there are more resi-
dents of nursing homes than acute care hospitals, re-
search in this setting has been severely neglected. This
situation will be difficult to reverse but there are some
encouraging signs in the funding of long-term care re-
search and an increase in the numbers of publications
pertaining to nursing home care. The National Institute
on Aging and the Agency for Health Care Policy and
Research will increase funding for research in this field.

Health promotion and disease prevention will be-
come increasingly common aspects of nursing home care.
As is the case with medical care in other settings, it is
more cost-effective to prevent a problem (eg, a fal,
pneumonia, pressure sores) than to treat it after it has
occurred. Once again this is an area of nursing home
practice that has been neglected.22 In our own study of
screening mammography to detect breast cancer,23 we
found that it was almost never provided to nursing home
residents. Because of differences in life expectancy, qual-
ity of life, and functional impairment, standard health
promotion and disease prevention guidelines may need
to be adjusted for nursing home residents. Tuberculosis
screening and influenza vaccination are of increased im-
portance in this population. In one study,24 a falls assess-
ment program, which included an intervention for those
found to be at risk, resulted in decreased rates of hospi-
talization in a nursing home population. Payers of nurs-
ing home care should value such health promotion activ-
ity, and reimbursement rates should be adjusted
accordingly.
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Ethics

The ethical implications of medical practice are receiving
increasing scrutiny. Some of the most difficult ethical
dilemmas pertain to frail older patients, many of whom
resice in nursing homes. Many nursing home residents
are cognitively impaired and socially isolated, making
their own and their family’s participation in medical
decision-making difficult.

The question of futility of medical care is a concept
receiving increasing attention.2 Futility is difficult to
define, however, and its definition should certainly not be
left to fiscally overburdened legislative bodies alone.
Withdrawal of care for ill-defined reasons of chronic
disability, cognitive impairment, and functional limita-
tions alone should never be tolerated, although it is sure
to be contemplated. On the other hand, burdensome and
uncomfortable treatment that is not of marked benefit to
the patient should not be provided. The provision of
cardiopulmonary resuscitation for many nursing home
residents can be cited as an example. There is strong
evidence that this particular intervention in this particular
setting is of very limited benefit.26 Many nursing homes
will develop ethics committees that will, it is hoped,
include residents and community members to help edu-
cate caregivers and provide guidance and advice on how
to approach ethical concerns.

Conclusions

By the year 2001, nursing home care will be a larger
component of family practice. Although the standard of
care overall may rise, nursing home patients will continue
to be neglected by large segments of the medical com-
munity. There will be a slow but inexorable movement
anay from a fascination with high-tech responses for
acute medical problems toward a greater emphasis on
maximizing function, providing comfort, and ensuring
patient satisfaction. With the ever-increasing elderly pop-
ulation in this country, nursing homes will be at the
center of this movement.
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