
1 
 

Long Term Care in Michigan –  
2009 Annual Report 
Executive Summary 

 
This report is !ƎƛƴƎ {ŜǊǾƛŎŜǎ ƻŦ aƛŎƘƛƎŀƴΩǎ second annual discussion 
of long term care in Michigan, particularly focused on the important 
issues facing not-for-profit providers of care.  The information 
presented here is the basis for many Aging Services of Michigan 
products and serves to inform our annual public policy statements, 
educational programming, and legislative activities.  We present and 
analyze demographic, economic, and policy dynamics that are driving 
the present and future of long term care in Michigan.   
 
This report helps set the stage for state level discussions focused 
around the hard realities that Michigan currently faces:  a weak 
economy, an emerging senior demographic, and faltering housing 
markets.  Each of these has direct and devastating effects on our 
ability to care for our seniors.  We continue to look for ways to 
improve our ability to serve our most vulnerable senior population 
and promote access to care and services that they need in places 
where they want to live.   
 

About Aging Services of Michigan  
Aging Services of Michigan was born in 1968 as the Michigan Non-
Profit Homes Association, which later became the Michigan 
Association of Homes and Services for the Aging.  In keeping with our 
desire to remain pertinent and meaningful to the needs of our 
members and ultimately the citizens they serve, in 2009 we became 
Aging Services of Michigan, representing mission-based not-for-
profit providers who serve seniors across the state.  Many of our 
member organizations have been in service for over 100 years.  
 
Aging Services of Michigan will continue to carry forward the worthy 
ideals and principles of our members:  demonstrating prudent 
stewardship of taxpayer monies, ensuring that public dollars are 
carried to the bedside, providing the number and level of staff that 
our seniors need and deserve, and delivering the outcomes that our 
seniors want.  Aging Services of Michigan members lead in innovative 
programming, representing PACE programs and Green House projects 
across the state, as well as 12 of 36 Eden Alternative communities.  
Our members include more than two hundred organizations 
statewide and represent 19% of the nursing home bed days in 
Michigan, as well as 18% of Medicaid bed days. 

 
 
 
We are the only 
Association in 
Michigan to 
represent the 
entire array of 
programs and 
service settings 
available:   
 
· Home and community based 
programs,  
· Programs of All Inclusive Care 
for the Elderly,  
· Life care communities, 
· Nursing homes,  
· County medical care facilities,  
· Hospital long term care units, 
· Assisted living residences,  
· Homes for the aged,  
· Adult foster care,  
· Hospice,  
· Home health, and  
· Senior housing. 
 

 



2 
 

 2009 Demographics Summary 
 More than double the number of persons age 85 and older by 2050. 

 Persons over age 65 will represent 20 percent of the population by 2030. 

 A slight decrease in the relative number of 45-64 year olds is projected. 

 The proportion of potential taxpayers and caregivers to seniors will decrease over the next 
twenty years, and may worsen if significant worker migration continues to occur (Table 1).  
Michigan sustained a net loss of 46,368 persons last year (109,327 more persons left the state 
than moved to Michigan in 2007).   

 Michigan continues to be a relatively low user of nursing home beds, yet access to home and 
community based services remains limited. 

 

Table 1 
Michigan Population Changes 

 Total Net 
Population 

Change 

Vital Events Net Migration 

Births Deaths Total International Domestic 

2000-2008 64,930 1,076,193 709,627 -315,621 157,174 -472,795 

2007-2008 -46,368 129,689 84,277 -92,636 16,621 -109,257 

*US Census Bureau 
 

2009 Workforce and Staffing Summary 
 Statewide nursing home staff hours per resident day averaged 3.54 for 2nd Quarter 2008, with 

member performance exceeding both statewide average and non-member median staff  
(Chart 1). 

 Thirty-eight percent of Aging Services of Michigan nursing home members provide 4 or more 
hours per resident day. 

 Wages and benefits provided by Aging Services of Michigan members are comparatively 
generous (Chart 2). 

 

Chart 1 
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Chart 2 

 
 

*Aging Services of Michigan represents the full array of long term care programs; however, for the purpose of 
this chart only, county medical facilities and hospital long term care units are not included in the not-for-profit 
provider data. 

 
 

Economics Summary 
 Michigan ranks 14th among states and the District of Columbia in regard to economic distress. 

 Michigan Not-for-Profit providers lose an average of over $20.00 per day for each Medicaid 
beneficiary receiving nursing home care  (Table 3).  

 Aging Services of Michigan members charge Medicaid less than half the average amount of 
plant costs of non-members.  Over one-third of members carry no debt at all. 

 
 

Table 3 
Medicaid Margin per Resident Day 

Based on FY2007 Michigan Medicaid Cost reports 

Bed size Medicaid Margin 
Proprietary 

Medicaid Margin 
Not for profit*  

51-100 -12.49 -26.33 

101-150 -13.89 -22.05 

150+ -5.96 -33.07 
*Aging Services of Michigan represents the full array of long term care programs; however, for the purpose of this 
chart only, county medical facilities and hospital long term care units are not included in the not-for-profit 
 provider data. 
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2009 Public Policy Summary  
 Affordable Assisted Living was funded in FY 2009 to allow MI 

Choice Program slots to be associated with specific affordable 
housing arrangements.  The Department also is working on 
funding MI Choice services in licensed settings.  But little 
movement has occurred in these two projects to date. 

 The MI Choice Program has experienced a small growth burst in 
the past two years, after more than 5 years of a budget capped 
at $100 million.  Goals for 2009 include attempts to decrease the 
waiting list and provide funding for nursing home transitions. 

 The MI Choice Program continues to struggle with safely 
maintaining high need residents who do not have a significant 
amount of informal support. 

 The MDCH 2009 Budget provided small extensions to PACE 
(Program of All Inclusive Care of the Elderly), but expansion of 
this program over time has been slow and includes less than 400 
participants statewide. 

 The Single Point of Entry Demonstration Project Evaluation is 
due to be released in the spring.  The program is allocated more 
than $14 million annually to provide information, assistance, and 
options counseling for all who are interested in four regions 
across the state. 

 MDCH has initiated meetings regarding changing the nursing 
home Medicaid reimbursement system to a case mix model. 

 Michigan continues to lack a performance reporting system that 
equitably measures performance across the entire array of 
services; most available information still confined to nursing 
home performance. 

 The new CMS 5 Star System was implemented in mid-December 
2008, using Survey and Certification information, Nursing Home 
Quality Measures, and staffing information. 

 

Chart 3 
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Not for profit providers and 
Aging Services of Michigan 
member costs on average 
exceed the Medicaid cost limits, 
while delivering a level of care 
that consumers want and need.  
Often, Aging Services of 
Michigan members provide 
charitable care to a large 
number of persons who 
otherwise might well be covered 
by Medicaid and provide the 
benefits, salaries, and staffing 
levels that allow a better work 
environment.  It is important 
that stakeholders, policymakers 
and Aging Services of Michigan 
members work together to 
preserve our ability to serve our 
elders, our employees, and the 
larger community. 
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Summary 
Aging Services of Michigan looks to its leaders to provide a single voice 
that will echo within the Capital Walls the importance of developing a 
system that supports seniors and provides the level and depth of care 
they need.  Michigan needs a full array of services that is built on 
outcomes and performance, and not judged solely on cost. 
 
Public policymakers must base their decision-making and policy 
development on sound data and information with a realistic 
understanding of the details of the Michigan Long Term Care System.  
Access to accurate and timely information about public programs must 
be improved.  Data must be gathered, transparent, and made available 
to assist in the policy evaluation process.  Reports, such as those 
developed to evaluate demonstration projects, must be objective and 
free from the political desires and budgetary goals of the stakeholders. 
 
Aging Services of Michigan calls to national policymakers and 
regulators to take a hard look at the regulatory process for nursing 
homes and other long term care settings.  Standards for care that span 
licensing categories and home and community based programs should 
be adopted.  We strongly believe that the system should eliminate 
poor providers of care, but also that the data for making those 
distinctions be reliable, valid, and consistent.  While we truly believe 

that the CMS 5 Star Data is not valid in comparing providers individually, in aggregate it does have 
meaning and trends can be evaluated.  Aging Services of Michigan 5 Star performance is noted in Chart 
3.  Our members are committed to premier performance and work to set the standard for aging service 
by Defining Excellence, our multidimensional benchmarking   program. 
 

Aging Services of Michigan Calls to Action:  Preserve What Works! 

 Medicaid must adequately support the entire long term care service array from Home Help to Skilled Nursing 
Care, especially PACE and MI Choice. 

 Focus must be placed on enhancing access to shared residential services under publicly funded programs.  This 
is the only viable mechanism to provide a realistic alternative to seniors with high care needs and little 
informal support. 

 Legislators and policymakers should consider the priority for funding direct services to Medicaid beneficiaries 
during this time of crisis.  With current gaps in service and the economic outlook in Michigan, would seniors be 
better served if the state invested an addition $14 million into PACE and MI Choice Program rather than fund 
the Single Point of Entry? 

 Medicaid can be an effective mechanism to support and stimulate the economy in Michigan.  Legislators 
should look closely at economic stimulus packages that will assist in preserving our ability to provide direct 
care services.  With enhanced federal matching rates through the stimulus package, Michigan provides $3.73 
in services that will help fund jobs and communities for every General Fund dollar spent.   

 Any proposed changes to the Medicaid reimbursement system must be closely analyzed prior to 
implementation.  Mechanisms that focus on cost only will fail to ensure that seniors get they care that they 
need. 

 Policymakers need to look hard at regulatory systems that make it difficult for good performers to provide 
care and services, and yet are slow to deal with poor performers.  We must look to a system that equitably 
compares customer satisfaction, clinical performance, employee satisfaction, and resource dedication across 
the entire array of services. 

Where Should 
Your Tax 
Money Go? 
Aging Services of Michigan 
members are prudent stewards 
of public and private resources.  
Citizens of Michigan should be 
aware that our members put 
hard earned public funds 
directly into programs and 
services that serve our 
community and our residents.  
We create the work 
environments that employees 
choose as evidenced by staff 
stability, and our members 
provide the levels of staffing and 
salaries that workers need. 
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Introduction 

This report is !ƎƛƴƎ {ŜǊǾƛŎŜǎ ƻŦ aƛŎƘƛƎŀƴΩǎ second annual discussion of long term care in Michigan, 
particularly focused on the important issues facing not-for-profit providers of care.  The information 
presented here is the basis for many Aging Services of Michigan products and serves to inform our 
annual public policy statements, educational programming, and legislative activities.  We present and 
analyze demographic, economic, and policy dynamics that are driving the present and future of long 
term care in Michigan.   
 
This report helps set the stage for state level discussions focused around the hard realities that Michigan 
currently faces:  a weak economy, an emerging senior demographic, and faltering housing markets.  
Each of these has direct and devastating effects on our ability to care for our seniors.  We continue to 
look for ways to improve our ability to serve our most vulnerable senior population and promote access 
to care and services that they need in places where they want to live.   
 
Data and information included here are derived from a variety of sources.  Some facts and figures 
quoted in the report may have been noted in previous reports, since data sources are not routinely 
updated or more updated information is not easily accessible.   
 

Demographics 

Population Trends 
Since our first annual report in early 2008, the demographic projections for Michigan and the United 
States for the next several decades have not significantly changed.   Michigan is still looking at a slight 
decrease in 18-44 year olds by 2030, a stable number of youths, a slight decrease in the number of 45-
64 year olds and a marked increase in the number of seniors. (US Census Projections, 2004).  The 
number of persons 85 and older in Michigan is still expected to more than double by 2030 to 3.8% of the 
population.   
 
The potential need for aging services becomes even more challenging here in Michigan when we 
remember that these projections could be affected by a shift in the population of working age adults.  
Michigan currently has difficulty providing the number of long term care workers and support for this 
aging demographic; it will struggle even more if the recent loss of jobs cause significant worker 
migration to more friendly environments. 

 
Michigan has seen a small net gain in population since 2000, with a total 2008 estimate of slightly over 
10 million persons.  Earlier increases during that period have been offset by recent losses in population 
and 2008 saw a net loss of 46,368 persons since 2007.  Over 109,000 persons left the state for other U.S. 
domestic regions in the past year, with births and international immigrants keeping the population 
numbers somewhat stable.  Michigan has seen a loss of 315,621 persons due to migration alone since 
2000 (See Table 1).  The continued loss of adult women workers under the age of 44 in the next several 
years may be an important issue when the senior population will only further increase in comparison.   
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Table 1 
Michigan Population Changes 

 Total Net 
Population 

Change 

Vital Events Net Migration 

Births Deaths Total International Domestic 

2000-2008 64,930 1,076,193 709,627 -315,621 157,174 -472,795 

2007-2008 -46,368 129,689 84,277 -92,636 16,621 -109,257 

 

Long Term Care Utilization Trends 

On a national level, over 10 million Americans need aging services assistance (Miller and Mor, 2006).  It 
has been estimated that 17% of persons receiving aging services reside in nursing homes; another 47%  
are over age 65 and live in the community; 36% are under age 65 living within the community (Miller 
and Mor, 2006). 
 
In Michigan, nursing home utilization is best measured in terms of bed days.  For fiscal year ending 
September 2008, over 11 million resident days were identified for Class I facilities (facilities that are not 
hospital based and not county medical care facilities).  Chart 1 indicates the trend in bed days for the 
past several years for Class I facilities only.  If the current downward slope continues, nursing home 
residents could potentially diminish by approximately 200,000 resident days annually for that type of 
facility.  From 2006 through 2008, non-Medicaid payer days have been stable at approximately 3.65 
million (MDCH, Variable Cost Reports, 2002-2008). 
 

Chart 1 
Total and Medicaid Bed Day Trends 

Class 1 Facilities 
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Slight declines in total number of nursing home participants and bed days have been noted and 
Michigan continues to rank low on the list of states regarding the proportion of Medicaid nursing home 
residents in comparison to population over age 65.  Michigan was noted to be 38th among the states in 
that measure, meaning that there were 37 states with more nursing home residents than Michigan per 
100 seniors (AARP, 2007).     
 
The number of Michigan nursing home beds overall remained fairly stable during 2008, with a total of 
50,727 beds noted among the 99+ percent of homes filing Medicaid cost reports.  This compares to a 
total bed count of 49,185 for FY 2007.  Most of the change occurred through an increase in the number 
of beds within Hospital Long Term Care Units. (Ehle, 2009).  Average bed occupancy for 2008 was just 
over 85%, with estimated total nursing home bed days for all payers of over 15,700,000. 
 
While there are obvious policy initiatives trending away from the nursing home setting, change is 
occurring very slowly and it is not clear where participants may be receiving care since utilization is 
slowly declining.  It is unlikely that there has been a decreasing number of persons needing services.   
 
Oregon has been considered one of the most successful states in diverting consumers away from the 
nursing home.  Even with more than a decade of aggressive programming to achieve this goal, Oregon 
still has more than half the proportion of nursing home residents as Michigan (AARP, 2006).  In addition, 
they have only been able to make this change with significant Medicaid funding for shared residential 
settings using 1915c Waiver options.  In reviewing state experiences across the nation, it is very clear 
that many seniors lack the informal support necessary to maintain a relatively safe and comfortable 
environment within the community.   
 
Nursing home residents consistently have exhibited higher and more intensive care needs incrementally 
over the past two decades and nursing home Medicare admission rates have more than doubled as 
nursing homes provide more rehabilitation and recuperative care (Miller and Mor, 2006).  Review of 
Michigan FY2007 individual facility cost reports indicated a small increase in Medicare utilization for 
facilities who file Medicaid cost reports.  As the push to discharge from hospitals becomes stronger, the 
acuity in nursing homes and assisted living will continue to rise. 
 
Table 2 identifies very rough estimates of the current Michigan population who are receiving long term 
care services.  Although trends may be changing slightly, the best estimates we have for national home 
care service utilization continue to be based on a 2002 report (Spillman, Liu, and McGilliard, 2002).  
Across the nation, 2.8% of the over-65 population live in assisted living or other shared residential 
settings, and 2.0% live at home with some sort of formal services.  Utilization trends for Michigan 
seniors living in shared residential settings other than nursing facilities are difficult to project, since 
public funding is relatively small in these settings and assisted living is unregulated; accurate data is 
difficult to obtain.   
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Table 2 
Unofficial Estimates of Michigan LTC participants by program 

Michigan Program FY 2007 
Participants 

FY 2008 
Participants 

% of MI over 65 
population (USCB) 

Nursing Home  15,700,000 bed 
days or just 
under 50,000 
unduplicated 
participants 

3.3% 

Unlicensed Assisted 
Living Seniors 

30,000* 30,000* 4.5% 

Homes for the Aged 15,000* 15,000* 

Adult Foster Care 
Seniors Only 

15,000* 15,000* 

PACE  383  At least 5.4% 

Medicaid MI Choice  9376 

Home Health  Unknown 

Medicaid Adult Home 
Help Program 

 60703 

*Unofficial estimates 
Medicaid Program projections for Table 1 were based on  
estimates from the Michigan Department of Community Health claims  

 
Unofficial estimates continue to indicate that approximately 15,000 seniors currently live in Homes for 
the Aged; another 15,000 seniors currently reside in Adult Foster Care settings; and another 30,000 
seniors may be living in unlicensed assisted living settings.   Public funds for these options is severely 
limited however, with providers struggling to support housing for poor consumers within the limitations 
of Social Security Disability or Supplemental Security Insurance payments and personal care services 
under Medicaid reimbursements that are capped.  Monthly Medicaid reimbursement for personal care 
services in these settings was raised by $8 for FY2009 (Michigan Department of Community Health 2009 
Budget), but still sits just under $200 per resident per month.   Michigan ranks tenth in the nation in the 
number of assisted living and residential care beds per senior age 65 and older (AARP, 2006).  
 
It must be noted that although the Michigan long term care system has access and funding difficulties, 
most needs are still being met by unpaid informal caregivers.  The economic value of these services 
nationally based on care giving hours alone is estimated to be well over $13 billion dollars annually, not 
including potential income loss and other emotional costs (AARP, 2007).  As the economic and job 
market issues stress families more and more in Michigan, the informal support systems may be affected 
as well. 
 
As residents move to nursing home settings at later stages of need and with depleted or no financial 
resources, Medicaid as the payer for nursing home care may continue to rise comparably.  
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Workforce and Staffing 
Workforce issues continue to be a concern for policymakers in all aging service settings.  It is well known 
that chronic low pay, poor benefits, and difficult work have serious consequences as evidenced by staff 
shortages, high turnover rates, and inexperienced staff.   In addition, it remains unclear whether this 
next generation of workers will be able to provide the kinds of intense services that seniors need to stay 
in their homes. (National Commission for Quality Long Term Care, 2007).  The US Bureau of Labor 
Statistics identified home health aides as the fastest growing US occupation, with personal and home 
care aides trailing slightly (USBLS 2005).     
 
The Centers for Medicare and Medicaid Services have consistently identified a link between staffing 
levels and quality of care; although several studies have noted the relationship, few have been able to 
quantify how staffing numbers affect aging service performance.  Other factors, such as resident acuity, 
wages, and environment also appear to be involved.  The use of contract staff to a certain degree has 
also been related to performance outcomes (Miller and Mor, 2006). 
 
CMS has set targets for RN Staffing and total nurse (RN, LPN, and CNA Staffing) for its recent 5 Star 
Ranking System (CMS 5 Star System Technical Users Guide, 2009):  facilities must provide 0.55 RN hours 
per resident day and 4.08 total staff hours per resident day as the minimum criteria for achieving a 5 
Star ranking for staffing.  Currently the federal government has no requirements for staffing beyond 
professional nurse standards.  Michigan requires a minimum of 2.25 nursing staff hours per resident day 
overall.  Michigan average staffing trends for nursing facilities are noted in Chart 2 below: 
 

Chart 2 
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Second quarter 2008 Staffing Reports clearly identify the basis for Aging Services of Michigan member 
premier performance.   The range for members was calculated at 2.79 to 6.1 nursing care hours per 
resident day.  Aging Services of Michigan members experienced a median staffing level of 3.83 hours, 
compared to an average of 3.54 over all nursing home providers (Chart 3).  Thirty members (or 38%) of 
Aging Services of Michigan members provided four or more nursing hours per resident day during the 
second quarter of 2008.  Median number of nursing hours per resident day for Aging Services of 
Michigan non-members was 3.39 hours per day, with 58% of those providers noted to be below the 
state average of 3.54 total nursing hours per resident day. 
 

Chart 3 

 
 
 
Not-for-profit facilities clearly are providing services to Medicaid beneficiaries at an organizational cost 
while offering staffing levels and benefits that the average for-profit organization is not.  Management 
fees as reported in the Medicaid cost reports are also noted to be more than twice as high for 
proprietary homes as for not-for-profits in all size categories (MDCH Medicaid Cost Reports, 2008).  
Salaries and benefit expenses per resident day tend to be slightly higher for not-for-profits 
comparatively, as Chart 4 below indicates. 
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Chart 4 

 
 

*Aging Services of Michigan represents the full array of long term care programs; however, for the purpose of 
this chart only, county medical facilities and hospital long term care units are not included in the not-for-profit  
provider data. 

 
CMS continues to lack a reliable procedure for monitoring nursing home and home care staffing, using 
self-reported snapshots of data for publication on the Nursing Home Compare website and as staffing 
performance for its newly developed 5 Star Ranking System.  With the development of the CMS 5 Star 
System implemented in December 2008, CMS began to adjust reported staffing levels based on RUGs 
acuity.  Because each nursing community may well be very different, a uniform staffing ratio may not be 
most appropriate, although it may well make sense to determine a minimum staffing requirement based 
on the general nursing needs.   
 
The shortage of both professional nurses and direct care workers for aging services is well established.  
While we can measure staffing in nursing homes with some degree of accuracy, it is almost impossible 
to measure staffing in any other settings including home and community based programs, since hours 
are calculated and provided based on an individualized assessment of resident need. 
 
While there are clearly not enough nurses and direct care workers to provide the level and scope of 
services needed for MicƘƛƎŀƴΩǎ ŦǊŀƛƭ ǎŜƴƛƻǊ ǇƻǇǳƭŀǘƛƻƴΣ ǎǘŀŦŦ ǘǳǊƴƻǾŜǊ ŀŘŘǎ ǘƻ ǘƘŜ ŎƘŀƭƭŜƴƎŜΦ  Staff 
turnover rates are estimated to exceed 50% nationally on average, while individual rates have been as 
high as 100% (National Commission on Nursing Workforce for Long Term Care, 2005).  Nursing home 
management stability is also a key factor in performance and quality outcomes.  Staff stability over time 
is an extremely important measure for organizational performance, since aging service organizations 
that have very stable and satisfied workforces tend to be the higher performing communities.  Providing 
competitive wages, benefits, and work environments may well be the primary track to the becoming the 
premier aging service organization. 
 
Providing services for frail seniors is still often considered unappealing and many find aging services 
unattractive for several reasons:  emotionally and physically demanding work, heavy workloads, low 
wages, limited chance of career advancement, and supervisory issues have all been cited as factors.  
Access to reasonable health insurance and other benefits are also an issue for many workers. 
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Providers are beginning to look closely at employee satisfaction as 
a proxy for resident satisfaction overall.  Within Aging Services of 
Michigan Defining Excellence Program, our members were able to 
achieve employee satisfaction at rates that consistently out-
performed national and state peer groups.  (See Defining 
Excellence Annual Report, 2008). 
 
Staff stability is critical to the management of an aging service 
program for several reasons:  covering vacancies, hiring 
replacements, orientation and training, and management time are 
all expenses that must be covered.  In addition, rapid turnover 
rates create staff confusion and decrease morale, and can 
ultimately affect resident care and satisfaction.  One method 
identified to help with turnover is the wage pass-through program 
that has been employed by many states.  This alternative has 
promoted better salaries in some states, but an established system 
for providing a cost of living adjustment in most Medicaid 
reimbursement systems may be more successful.  Mor and Miller 
(2006) noted that Michigan experienced a 61% increase in nurse 
aide wages along with a 21% decline in turnover during 13 years of 
its wage pass-through program.   
 
Many of the more innovative programs designed for aging services 
attempt to create a more homelike and person-centered 
environment for consumers.  These programs also tend to work to 
create a more positive work environment for direct care workers 
and other staff who tend to be the primary contacts with residents.  
Many of these programs have focused on participatory decision-
making, improved communication, consistent staffing, and other 
activities designed to improve worker satisfaction.  Worker 
satisfaction has been shown to be directly correlated with 
improved performance measures (MyInnerView, 2006).  
 
The Bureau of Labor Statistics reported in 2005 that services for 
the elderly and persons with disabilities experienced a 56% rate of 
growth between 2000 and 2005.   The growth rate for shared 
residential settings other than nursing homes has been much 
higher than employment growth generally, with a 28% increase in 
employment between 2000 and 2005, compared to a four percent 
increase for nursing homes.  Home health care is expected to be 
one of the largest growing employers in the next several years 
(Watson, 2005). 
 
Availability of registered nurses, licensed practical nurses trained 
adequately in elder care, and advance practice nurses are also 
concerns.  This is especially an issue when the registered nurse 
shortage is expected to increase from six percent to 29 percent 
between 2000 and 2010 (Watson, 2005).  Advance practice nurses 

“Employee 
satisfaction is a 
highly reliable 
barometer of how 
family members of 
residents rate the 
quality of care in 
nursing homes.”   
Dr. Leslie Grant,  
My InnerView 

 
 
Aging Services 
of Michigan 
Early Adopters 
outperformed 
national and 
state My 
InnerView 
benchmarks for 
Employee 
Satisfaction 
in nearly all 
performance 
indicators during 
2008. 
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have been found to provoke better resident outcomes; however, most 
programs do not have access to more highly trained nurses (Intrator, 
Zinn, and Mor, 2004).  Quality issues have been correlated with the 
number of contract workers that are used with programs as well. 
 
The supply of workers is not the only challenge to having an effective 
workforce, additional concerns continue with ensuring that the 
workforce is adequately trained and supervised.  Ensuring that nurses 
(both RN and LPN) are adequately trained in elder care and management 
skills, along with ongoing mentoring and development of the direct care 
worker are ongoing areas of concern. 

 
Economics 
The Michigan Economy 
Funding the current aging services system continues to concern many 
policy makers and stakeholders, particularly in Michigan which is ranked 
14th among the states and the District of Columbia in terms of financial 
distress (Kaiser, 2009).  During the current economic crisis, the national 
budget priorities unfortunately further push aging service issues to the 
background.  During these economically challenging times, many states 
have been struggling to keep their Medicaid and long term care 
programs together.   
 
Last year, the Michigan was ranked as 50th in personal income growth 
and unemployment rate.  The state has lost nearly one third of its 
manufacturing jobs, and the only area of population growth is the 65+ 
category ς a demographic that does not pay income taxes and spends 
less on goods than younger persons.   
 
In addition, federal reports issued in late 2008 identified that in 2007 
Michigan had declined to 45th in the list of states in the per capita 
amount of federal payments to all recipients, but improved to 36th in the 
per capita amount of federal funds flowing to Michigan state and local 
programs.  Payments to Michigan governmental units accounted for 
2.9% of all federal payments to state and local governments (Michigan 
has 3.3% of the national population).  An additional $1.9 billion could 
have been sent to Michigan had the state received federal payments 
consistent with its share of the national population (Citizens Research 
Council, 2008). 
 

Medicaid directors 
believe that the 
highest priority for 
federal action should 
be a substantial 
temporary adjustment 
in the federal 
Medicaid matching 
rate (FMAP), along 
with reauthorization 
of SCHIP.  Medicaid 
directors believe the 
second highest 
priority for federal 
action should be 
rescission of the 
federal regulations 
that are now subject 
to congressional 
moratoria.  These 
regulations could have 
significant fiscal 
implications for states. 

Kaiser Commission on 
Medicaid, January 
2009 

 

 

 

 



15 
 

The structural deficit in Michigan along with the projected 
expenditures will be a considerable challenge to policy makers and 
legislators as they attempt to dig out of the current economic crisis.  
The gap between revenues and expenses will likely increase to $6 
billion by 2017 unless significant changes are made (Citizens Research 
Council 2008). 
 
As the proportion of persons age 65 and older increases 2.8% per 
year, other tax paying groups will decline proportionally.  Adding to 
the difficulty are two specific additional tax cuts that are set in state 
law for 2009 and beyond (the Earned Income Tax Credit and phase 
out of the 2007 Personal Income Tax increase).  These changes will 
further reduce the annual growth rate in General fund revenues to 
less than 1.0% for several years following 2010 (Citizens Research 
Counsel, 2008).   
 
Medicaid and Corrections are the main drivers of Michigan General 
Fund spending pressure growth, while health care coverage for both 
active and retired employees is the principal factor in the growth of K-
12 spending pressures.  Nationally, Medicaid accounts for about one-
sixth of health care spending and nearly half of all spending on long-
term care.  Medicaid and related health programs have been, and will 
continue to be the most rapidly growing portion of both General Fund 
(GF) and total State spending. The projected annual growth rate of 
these programs (GF portion) is 10.1 percent through FY17, far greater 
than the projected GF revenue growth rate of 1.4 percent (Citizens 
Research Council, 2008).  
 
The State has primarily balanced the budget during each fiscal year 
since the beginning of this period of weak economy with the use of 
non-recurring financial resources.  It has now depleted its reserves to 
the point where it can no longer avoid the difficult process of bringing 
its revenues and spending commitments into long-term balance.  
 

Michigan Medicaid Projections 
Medicaid continues to fund a large portion of aging services in 
Michigan.  Governor Granholm has generally been able to protect 
Medicaid from any major budget cuts over the course of her tenure.  
However, although the 2009 budget was passed without any 
significant changes to provider rates or access to care, the current 
financial projections for 2010 appear to be dramatic.   
 
.ŜŎŀǳǎŜ aƛŎƘƛƎŀƴΩǎ ŜŎƻƴƻƳƛŎ ǿƻŜǎ ŎƻƴǘƛƴǳŜΣ ŦŜŘŜǊŀƭ ƳŀǘŎƘƛƴƎ ǊŀǘŜǎ 
for Michigan Medicaid have continued to rise and are expected to be 
as high as 73.17% for 2009.  Economic stimulus packages may also 
improve Michigan Medicaid long term care funding, and may help 
support direct care worker jobs as well.   
 

 

ñThe balance sheet of the 
Stateôs major funds has 
lost over $3 billion in 
fund equity since the end 
of FY00. Debt levels have 
nearly doubled during the 
same period, which adds 
to the annual interest 
costs of borrowing. State 
policymakers have three 
alternatives, or 
combinations thereof, to 
address the structural 
and cyclical budget 
deficits they face:  

Spending cuts, revenue 
increases, and one-time 
resources. It is critical 
that they select the 
appropriate method for 
each type of deficit.ò   

Citizenôs Research 
Council, 2009 
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The fiscal year 2009 annual long term care Medicaid budget for Michigan was funded at $2.07 billion.  
Table 3 below indicates the 2009 budget for individual Michigan Medicaid long term care programs 
(MDCH Boilerplate, 2008).  Changes in the FY 2009 Nursing Home Budget were covered by a transfer of 
Tobacco Settlement funds.  Thus the overall budget was set at the same level as FY 2007.  Table 3 
indicates the levels for 2009 funding and Chart 5 identifies the percentage of program budget changes 
from the last fiscal year for the same programs within a graphic format. 
 

 
Table 3 

2009 Michigan Medicaid LTC Budget 
Program FY 2008 FY2009 

Home Health $5,600,000 
 

$5,758,200 

Hospice $85,258,700 $99,398,100 

Nursing Home $1,554,146,800 $1,524,066,200 

MI Choice Waiver $123,800,300 $152,424,900 

Adult Home Help $245,762,800 $258,789,300 

Personal Care Services $30,716,100 $19,247,500 

PACE $11,200,000 $15,250,000 

Single Point of Entry $14,724,200 $14,724,200 

 
 

Chart 5 

 
 
 
 
The almost doubling of the long term care population by 2030 is supported generally by numerous 
projection methods, and will be accompanied by significant increases in funding need.  Again, Michigan 
has yet to develop a comprehensive plan for addressing any of these serious demographic changes. 
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As identified in Table 4 (AARP, 2009), Michigan publicly funded long term care expenditures continue to 
lag far behind in the amount of resources applied across the nation.   When compared to highly 
populated industrial states, Michigan spends a significant number of resources on Medicaid overall, but 
ranks lower when comparing the amount of long term care spending.   Michigan lags in HCBS waiver 
expenditures per person in state, overall LTC expenditures per person in state, and HCBS expenditures 
as a percent of LTC spending.  But Michigan is 7th among the states in the number of persons on waiting 
lists for HCBS services.  In Michigan, the percent of nursing facility residents with dementia is quite high, 
ranking #2 in comparison to other states.   
 

Table 4 
Michigan Ranking Compared to Three Key States 

In Several LTC Utilization Indicators 

Ranking Michigan Ohio Pennsylvania Illinois 

Total Medicaid 
Expenditures 

10 6 4 7 

Medicaid HCBS % 
of LTC Spending 

30 33 39 24 

Medicaid LTC 
expenditures per 
person in state 

35 11 5 43 

Medicaid NF 
Expenditures per 
person in state 

29 11 3 40 

HCBS Waiver 
expenditures per 
person in state 

42 8 11 18 

Nursing Facility 
Residents with 
Dementia 

2 18 20 40 

HCBS Waiver 
Waiting List 

7 8 22 22 

 

Provider Taxes 
For the 2009 Michigan Department of Community Health budget, increases to the Michigan Medicaid 
nursing home services continue to be funded through provider taxes, a legal avenue to increase federal 
share for Medicaid and long term care specifically.  This practice enhances Medicaid provider 
vulnerability, as Michigan increases its dependence on federal matching mechanisms.  No new state 
general fund dollars have supported nursing home increases since before 2002.   
 
aƛŎƘƛƎŀƴΩǎ ƴǳǊǎƛƴƎ ƘƻƳŜ ǇǊƻǾƛŘŜǊ ǘŀȄ ǇǊƻǾƛŘŜǎ DŜƴŜǊŀƭ CǳƴŘ ǎǳǇǇƻǊǘ ŀǎ ǿŜƭƭ ŀǎ ǎǳǇǇƻǊǘ ŦƻǊ ǇǊƻǾƛŘŜǊ 
payments.  New rules and laws issued in February 2008 at the federal level make changes to the 
procedures for approving provider taxes.  These rules reflect federal and state conflicts over shared 
responsibility for Medicaid while states continue to struggle in the current economy to raise funds for 
state programs and Medicaid providers. 
 
Nursing Home provider taxes allow Michigan to keep a proportion of additional funding generated.  One 
of the challenges with federal provider tax rules is that the taxes must be broadly based and uniformly 
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applied to all providers within a specific class.  States cannot limit the provider taxes only to Medicaid 
providers.  The laws also prohibit taxes that exceed 25% of the state (or non-federal) share of Medicaid 
expenditures; and prohibit states from a direct or indirect guarantee that providers receive their money 
ōŀŎƪ όƻǊ ōŜ άƘŜƭŘ ƘŀǊƳƭŜǎǎέύ.  Requiring that all providers within a class be taxed, as opposed to only 
Medicaid providers was a change intended to specifically dampen the ability of states to establish such 
taxes.   
 
Recent changes to law include a provision in the Deficit Reduction Act of 2005 which directly affected 
the role of provider taxes in Michigan.  One of the specified classes of providers (Medicaid managed care 
organizations) ǿŀǎ ŎƘŀƴƎŜŘ ǘƻ ŀƭƭ άƳŀƴŀƎŜŘ ŎŀǊŜ ƻǊƎŀƴƛȊŀǘƛƻƴǎΦέ  Although this alteration had the 
potential tƻ ƛƳǇŀŎǘ aƛŎƘƛƎŀƴΩǎ ǊŜƭƛŀƴŎŜ ƻƴ ǇǊƻǾƛŘŜǊ ǘŀȄ ƳŜŎƘŀƴƛǎƳǎ ŦƻǊ ǘƘŜ aƛŎƘƛƎŀƴ aŜŘƛŎŀƛŘ 
Management Care Program, the Department was able to maintain that program. 
 
CMS attempts at rule and regulatory changes have caused considerable concern among Congress and 
many consider the potential effects of changing or eliminating provider taxes far more extensive than 
has been understood.  Policymakers warn against making such changes without fully understanding the 
impact on Medicaid programs and beneficiaries.  
 
Whether state dependence on provider tax revenue is considered a good thing or not, the funding it 
brings to each state assists toward stabilizing Medicaid nursing home payments during these 
economically weakened times.  Grabowski identified that provider taxes hold a serious role in explaining 
Medicaid payment rate growth over the last several years (Grabowski et al, 2008).  Both states and 
health care providers have become reliant on these additional federal dollars, making it very difficult for 
Congress to eliminate these programs.   

 
  

Review of Michigan cost data for state FY 2007 clearly 
demonstrated that Aging Services of Michigan members 

generally continue to support high quality services (as identified 
by aggregate performance in survey and the Nursing Home 
Quality Measures) at a significant cost to the organization. 
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Not for Profit Aging Service Providers 
Review of cost data for state FY 2007 clearly demonstrated that not for profit providers generally 
continue to support high quality services (as identified by aggregate performance in survey and the 
Nursing Home Quality Measures) at a significant cost to the organization. 
 
Medicare utilization and the Medicare margin continued to allow providers the ability to maintain 
service delivery in light of the funding discrepancies between Medicare and Medicaid.  It is important to 
note that Medicaid beneficiaries account for almost 70% of nursing home residents nationally, but 
Medicaid only funds approximately 50% of the costs.   Table 5 identifies the amount of Medicaid loss per 
resident in Michigan based on the FY 2007 Medicaid cost reports (Ehle, 2007). 
 
 

Table 5 
Medicaid Margins per Resident Day 

Based on FY2007 Medicaid Cost reports 
Bed size Medicaid Margin 

Proprietary 
Medicaid Margin 
Not for profit*  

51-100 -12.49 -26.33 

101-150 -13.89 -22.05 

150+ -5.96 -33.07 
**Aging Services of Michigan represents the full array of long term care programs; however, for the purpose 
of this chart only, county medical facilities and hospital long term care units are not included in the not-for-
profit provider data. 

 
Another difference in how Aging Services of Michigan members tend to fund their delivery systems is in 
the amount of debt and how interest for that debt is passed onto the state under the Medicaid 
Reimbursement system.    Based on 2007 Medicaid individual facility cost reports, Aging Services of 
Michigan members charge Medicaid on average less than half the amount of average plant costs than 
non-members.  Over one-third of members carry no debt at all.  In addition, since our members are not-
for-profit, they do not transfer large tax payments to the state for reimbursement under Medicaid as 
well. 

 

Public Policy Trends 
There are several significant public policy issues that have affected delivery and overall performance of 
the long term care system in the past year:  
Å Integrated Models of Care 
Å Person Centeredness and Consumer Direction 
Å Single Points of Entry 
Å Expanding home based programs 
Å Case Mix Reimbursement 
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Integrated Models of Care 
Acute, primary care, and long term care issues are very much 
interrelated for seniors with complex medical conditions.  The lack of 
coordination and confused incentives for both the Medicare and 
Medicaid programs that fragment senior care may result in poor 
quality of services as well as high hospital readmission rates from 
nursing homes and home care programs.   
 
Evidence has demonstrated that when acute and long term care 
services are integrated, beneficiaries experience lower re-
hospitalization rates (Milligan, et al, 2008). The Program of All 
Inclusive Care for the Elderly, which currently covers fewer than 400 
persons in Michigan, has a long track record of superior performance 
in terms of outcomes.  IƻǿŜǾŜǊΣ ǘƘŀǘ ǇǊƻƎǊŀƳ ƛǎ aƛŎƘƛƎŀƴΩǎ ƻƴƭȅ 
current attempt at integrating acute, primary, and long term 
services. 
 
There has been some Michigan interest in establishing a managed 
long term care system; however the MDCH 2003 plan to create a 
1915b/c waiver model similar to the mental health system continues 
to be delayed and may well be forsaken.  Stakeholders have long 
awaited a feasibility report for such a system from an independent 
third party, but MDCH appears not to have completed this project. 
 
New interest has been noted in a case management based plan 
similar to what has recently been implemented in New Mexico.  That 
program combines a care management system to work with 
consumers and assist them in identifying interventions across all 
settings of care.  The program has just recently been implemented in 
New Mexico and little data is available for review. 

 
Person Centeredness and Consumer Direction 
Trends for long term care services are clearly focused on programs 
and processes that place the consumer at the center of activities.  
Person centered care is infused into almost every Michigan 
Department of Community Health grant and program initiative.  
Consumer directed programs more specifically involve consumers in 
care planning and management.  The amount of consumer-directed 
activities in any program often varies.  The Michigan Adult Home 
Help Program is considered a consumer directed program in that 
clients find and hire their own caregivers. 
 
Michigan currently holds a Cash and Counseling Grant funded by Robert Wood Johnson that was 
awarded in 2004.  The grant provides funding to develop person centered planning practices and self-
determination options for MI Choice Program.   
 

The PACE program is a 

unique capitated  
managed care benefit 

for the frail elderly 
provided by a not - for -

profit or public entity. 
The PACE program 

features a 
comprehensive 

medical and social 
service delivery 
system using an 

interdisciplinary team 
approach in an adult 

day health center that 
is s upplemented by in -

home and referral 
services in accordance 

with participants' 
needs .  (Centers for 

Medicare and Medicaid 
Services)  
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There are numerous person-centered initiatives and 
programs that are working to make residential living 
settings, particularly nursing homes, more home-like and 

consumer friendly.  Aging Services of Michigan 
members lead in innovative programming, 
representing PACE programs and Green House 
projects across the state, as well as 12 of 36 Eden 
Alternative communities.  Goals of these programs 
consistently address person-centered services, a desire to 
replicate normal life, consistent staffing, and focus on 
quality of life and quality of outcomes. 

 
Single Points of Entry 
There is a nationwide trend to address the informational 
needs of consumers by developing programs called single 
points of entry, also known as aging and disability resource 
centers (among other labels).  There are broad differences 
in how each single point of entry system has been 
implemented throughout individual states.  Michigan has 
completed its four region demonstration project as of 
September 2008.  The Michigan Legislature continued to 
fund this project for FY 2009 providing over $14 million in 
funding.   Stakeholders currently await the evaluation 
report which is due to be reported to the Michigan 
Legislature in late spring 2009.  
 

Expanding Home and Community Based Services 
There are numerous federal initiatives to address access 
and availability of home based services overall.  Michigan 
has obtained several grants to fund and support home and 
community based services for the consumer covered under 
the Medicaid program.  The most recent of these is a grant 
provided to MDCH under the Deficit Reduction Act of 2005.  
¢Ƙƛǎ ƛǎ ƪƴƻǿƴ ŀǎ ŀ ΨaƻƴŜȅ Cƻƭƭƻǿǎ ǘƘŜ tŜǊǎƻƴΩ LƴƛǘƛŀǘƛǾŜ 
that provides for an increased federal Medicaid match (75 
percent over one year) for persons transitioned from 
nursing facilities to the community.    
 
Å Populations served include adults and elders with 

disabilities who have resided in nursing homes for at 
least six months and who have received Medicaid 
services for at least the last 30 days. 

Å Implementation of transition activities started during the fourth quarter of FY 2007; total number of 
persons to be transitioned from 2007 through 2011 is approximately 3500. 

Å Projections developed as part of the grant call for a minimum increase in MI Choice annual spending 
by 2011 by $30,000,000.  Planning in this grant proposal also focuses on the need to roll up or 
aggregate the long term care budget line for more flexible spending opportunities. 

MI Choice Program Transitions 
from nursing homes have 
increased to 643 for 2008.  The 
Department has not published 
information about the success of 
that program since 2006 data 
became available.  At that time, 
of 242 residents transitioned, 
117 or 48% were not enrolled in 
the program.  

 

 

 

Number of NH 
Transitions Who 
Left MI Choice 

Program in 2006

Returned 
to NH

Death

Moved

Not 
Eligible

Refused 
Service

No 
Reason

Other
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The Michigan Department of Community Health has reported that a total of 643 persons were 
transitioned from nursing homes to community based settings in 2008.  Four hundred eighty-one of 
these residents were enrolled in the MI Choice Program.  Most of the transitions were assisted by MI 
Choice Program Agents, while some were supported by Centers for Independent Living.  No information 
has been provided this year concerning the number of residents that had to return to nursing homes. 
  
With the FY2009 Medicaid Budget, Michigan has finally identified that a major challenge for maintaining 
the aging service participant outside of a nursing home is the availability, access to, and funding for 
other shared residential settings.  Persons with higher acuity and cognitive needs often cannot maintain 
themselves in the community without 24 hour care and adequate informal support.   aƛŎƘƛƎŀƴΩǎ ƘƛƎƘ 
number of nursing home residents with dementia will be a challenge for transition planning.  Three 
important initiatives that would best support the entire array of services include  

 Creation of an Affordable Assisted Demonstration (independent housing with services) 

 Expansion of the current PACE program, and 

 Extending MI Choice services to licensed settings 
 
The Affordable Assisted Living demonstration will provide $2.6 million to assure waiver services for 100 
persons within an unlicensed setting.  This project will allow aging in place for elders and SPE agencies 
will coordinate entrance into the program.  All projects will be within the SPE demonstration regions.  
The crucial element in this plan is that providers would be assured that slots would be available for a 
certain number of housing units.  In addition, this setting could provide additional housing options for 
nursing home transitions.  Lack of suitable housing with services is often the barrier to successful 
community transition.  The project could easily be developed within the current MI Choice Waiver; 
however, there is current discussion to develop a second Medicaid Waiver that would require federal 
approval. 
 
Another demonstration project called Specialized Residential Care was funded for FY 2009 at $14.1 
million.  This project was developed to support services within licensed settings for high need residents.  
Consumers needing 24 hour care will be able to be supported in a setting other than a nursing home 
under the Medicaid program.  This project will be exclusive to the SPE regions.  Again, the project could 
be easily developed within the MI Choice Waiver; however, there is current discussion to develop a third 
Medicaid waiver that would require federal approval. 
  
In addition, for the first time since FY2000, funds were allotted to expand MI Choice and address the 
growing wait list for services.  An additional $10 million in funding was targeted for that purpose.  
Funding is meant to be split evenly between SPE and non-SPE regions. 
 
As Michigan attempts to provide more access to home and community based care, it is important to 
note that states who most successfully moved persons out of nursing facilities, namely Oregon and 
Washington, have done so with systems that rely upon less intensive shared residential settings.  
Because of the relative acuity and intensive needs of persons with dementia, public programs would be 
hard pressed to provide the 24-hour care requirements needed in a private home setting when informal 
support systems are completely exhausted or nonexistent. 
 
Many elders are seeking an array of care settings from housing with light levels of services to full service 
programs that can take care of all their needs as they age.   The Michigan Affordable Community Action 
Plan (MSHDA, 2006) seeks to maintain current affordable housing stock, add services to existing 
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projects, and create new housing that allows for aging in place.  The 
Michigan State Housing Development Authority is focusing on these goals, 
although there are continued funding challenges. 
 

Case Mix Reimbursement 
During 2008, MDCH initiated a workgroup to study the feasibility of 
moving to a Medicaid case mix reimbursement system for nursing homes.  
This action was in part driven by Michigan legislative boilerplate language 
requesting a review of the feasibility and potential outcomes.  The 
5ŜǇŀǊǘƳŜƴǘΩǎ ǎǘŀǘŜŘ ǇǳǊǇƻǎŜ ŦƻǊ ǘƘƛǎ ǇƻǘŜƴǘƛŀƭ ŎƘŀƴƎŜ was to increase 
ǘƘŜ ŎƻǊǊŜƭŀǘƛƻƴ ōŜǘǿŜŜƴ ŀ ŦŀŎƛƭƛǘȅΩǎ ǊŜǎƛŘŜƴǘ ǇƻǇǳƭŀǘƛƻƴ ŀŎǳƛǘȅ ŀƴŘ 
resource demands and its level of reimbursement.  This move should 
improve access to beds for very high need residents.  Analysis and review 
of proposed guiding principles and options resulted in the following 
recommendations to the Department: 
 
Concerns Regarding the Potential for a Pure Pricing System 
It is important that the Department should not be pushed into a pure 
ΨǇǊƛŎŜΩ ōŀǎŜŘ ǎȅǎǘŜƳΦ  Lƴ ƻǘƘŜǊ ǿƻǊŘǎΣ ƛǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ǘƘŀǘ ǿŜ ŎƻƴǘƛƴǳŜ ǘƻ 
ensure that any public funds are spent on consumer related care.  The 
current Medicaid cost based system, while challenging at times, 
reimburses only activities that are related to service delivery.  We must 
ensure that providers who are not spending significant funds on bedside 
care (and associated costs) currently are not paid more based on industry 
averages resulting in increased profits. 
 
The Concept of Cost Neutrality 
The Department has put forward the ideal of cost neutrality in any plan 
for change without defining what is meant by it.  Since nursing home care 
is an entitlement, we can only assume that the Department intends to set 
rates based on a well-tested acuity system and that the new 
reimbursement system will be initially designed based on the current 
spending levels.  We assume that there is no intention to limit overall 
funding to current levels if the number of nursing home residents should 
rise, and that there will be some discussion of the plan for rebasing.   
 
Variation in Cost and Performance 
The enormous range in variable cost rates among providers will be hard 
to address.   It is critical that the Department recognizes the wide range in 
individual nursing home spending and staffing levels, and utilizes only a 
subset of providers to study and inform the case mix system.  Providers 
who have been offering substandard care for years, and who may be 
under significant financial stress, should not be included in the study.  To 
do otherwise would create a system that pushes care to the mediocre and 
drives staffing levels down.   In addition, use of survey alone to identify 
substandard performers will not be effective.   
 
 

Case mix systems 

have a number of 
inherent 

disincentives for 
quality and access.   

 
It is important that 

we closely consider 
potential resident 

ou tcomes in advance.  
 
ñModifying the Case Mix Medicaid 
Nursing Home System to Encourage 
Quality, Access, and Efficiencyò 
(Long Term Care Community 
Coalition, 2009), 
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Currently we have a payment system that reimburses almost all the Medicaid allowable costs.  It does 
not necessarily pay for the cost of care.  Aging Services of Michigan members generally deliver more 
dollars directly to care at the bedside, thus any system that drives payment to average levels may well 
ŀŦŦŜŎǘ ƻǳǊ ǎŜǊǾƛŎŜ ŘŜƭƛǾŜǊȅΦ  ²Ŝ ōŜƭƛŜǾŜ ǘƘŀǘ ŜǾŜǊȅ ǇǊƻǾƛŘŜǊ ǎƘƻǳƭŘ ōŜ ƘŜƭŘ ƘŀǊƳƭŜǎǎ ŘǳǊƛƴƎ ǘƘŜ ΨǇƘŀǎŜ ƛƴΩ 
period. 
 
Michigan must create a system that works right the first time.  Thus it should be established in a way 
that will support pay for performance models that may be developed in the future.  A transparent 
understanding of a comprehensive plan toward acuity based reimbursement should be achieved prior to 
developing a system that would be implemented across the entire array of long term care services.   
 
Stakeholder Participation 
Aging Services of  Michigan strongly proposed the development of a specified project plan with defined 
decision-making points for stakeholder input throughout the process.  There must be a mechanism to 
identify and address provider concerns throughout the implementation of such a project.  Review and 
comment opportunities must be provided in advance of any decision-making or implementation.  
Specifically, we want to ensure that methods and assumptions utilized be consistent with Michigan 
Medicaid experience in service provision.  All stakeholders need to understand the global impact of 
what is being proposed. 
 
Any study must include analysis of acuity measures and how services delivered relate to quality of care 
and quality of life experienced by the consumer.  The system should not be designed based on 
economics along but must recognize the range of positive resident outcomes that are associated with 
staffing and other high cost areas.  Since the newly implemented CMS 5 Star System recognizes specific 
levels of staffing in order to achieve highest rankings, it is critical that Michigan use those staffing 
parameters as a basis for change in any funding plans. 
 
Efficiencies and Effectiveness 
Any new system must be as effective as it is efficient.  It must incentivize service delivery at the bedside 
and reward those providers who are operating at the highest standards of care.  Studies indicate that 
patients discharged from hospitals in states with above average levels of Medicaid nursing home 
reimbursement are significantly less likely to be re-hospitalized within 30 days (Miller and Mor, 2006).  
We cannot separate quality of care and quality of life from the funding discussion. 
 

As of February 2009, MDCH has proposed a system that changes the variable cost cap per 
provider based on an acuity adjustment.  Using the average acuity levels across all Michigan 
Class I and Class III homes separately, each ǇǊƻǾƛŘŜǊΩǎ costs would be made comparable to a 
facility with average acuity.  The ramifications of such a system still have not been studied, and 
it is far from clear that such a change would make any impact on the ability of a provider to 
admit a higher cost resident. 
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Performance and Quality in Aging Services 
Nursing Home Performance 
Issues surrounding adequate and accurate performance 
measurement and comparisons between nursing home 
providers (Miller and Mor, 2006) have not changed.   
However, the concerns are just as critical, if not more so 
considering the advent of the CMS 5 Star System in 
December 2008.   
 
A quick review of general issues follows: 

 There are not always clear linkages between 
processes of care and outcomes for long term care 
consumers and not all residents have the same goals 
for improving function.   

 Reliability and validity of the data is an issue.  Use of 
data to compare providers is only possible when 
information-gathering is accurate in similar ways, 
with consistent errors across providers.     

 Several clinical indicators measure changes in status 
over time but use readmission information as well. 
Several CMS Quality Measures can generate a less 
than desired result for consumers who may well not 
have been a resident of a given home for a 
significant amount of time between admissions. 

 Nursing Home Quality Measures can be very 
unstable for a single home, and may well change 
dramatically from month to month.  Researchers 
looking at overall data find that the Nursing Home 
Quality Measures do not predict any future 
performance. 

 Known inconsistencies in regulatory practices 
between states, within states, and data collection 
problems plague the survey and certification system.  

 Michigan has also been cited within a handful of 
states that experience considerable intra-state 
variation, in both the number of deficiencies and the 
likelihood of a citation for serious harm.   

 Also needed are more evidence and research-based 
operational protocols to address clinical and non-
clinical interpretations of the CMS Guidelines.   

 
The initial version of the CMS 5 Star System is based on only 
three sources of nursing home information:  state survey 
inspections, nursing home staffing levels, and the MDS 
Quality Measures (QMs) (CMS 5 Star System Technical 
Guidance).  Information from each data source was analyzed 
and measured using a complicated system that ultimately 

“…the measurement of 
long term care quality 
needs to be more 
consistent; easier to 
monitor and measure 
using objective 
standards; less prone to 
error; and more reliable.  
After examining the 
work of long term care 
advocates, consumers, 
practitioners, insurers, 
and regulators, Mor 
concludes that further 
research is still needed 
to learn how consumers 
use quality information 
and how these efforts 
could improve the 
outcomes of care.” 

Review of ‘Improving the 
Quality of Long Term 
Care with Better 
Information’ by     
Vincent Mor 

 

The Commonwealth 
Fund Website, 2009 
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provides a number of stars (one through five) in each of the three areas.  The data are then summarized 
into an overall score that is also reported in stars.  The Nursing Home Compare Website allows the 
public to view the detail for each of the measurement areas. 
 
While the CMS 5 Star System attempts an understandable way to communicate important information 
about nursing homes to consumers, CMS agrees that the most important method of finding the right 
setting for a resident is to visit the nursing home.  This is a critical piece that has not been 
communicated enough as variability of facility performance within a single star ranking can be very 
divergent.  Aging Services of Michigan members should continue to use the data identified through the 
CMS systems as it was first intended ς as a starting point to determine opportunities for improvement ς 
not a method of comparison to other providers. 
 
Quality in Other Programs 
The Government Accountability Office and CMS have found several issues with performance oversight in 
home and community based programs in the last five years.  It developed and mandated the use of a 
specific set of domains and guidelines that MDCH must use to monitor the MI Choice Waiver as well as 
other Waiver programs.  In addition, a 2001 Michigan Real Choice Systems Change Grant helped fund 
development of a quality review system in the MI Choice Waiver Program as well. 
 
Performance in that program has improved since the new program was implemented.  Specifically the 
Department has implemented a sentinel event reporting system, and has improved provider 
ǇŜǊŦƻǊƳŀƴŎŜ ōȅ ǊŜŘǳŎƛƴƎ ǘƘŜ ƴǳƳōŜǊ ƻŦ Ψƴƻ ǎƘƻǿΩ ŜǾŜƴǘǎ ŦƻǊ ƘƻƳŜ ōŀǎŜŘ ŎŀǊŜΦ  IƻǿŜǾŜǊΣ ǘƘŜ ƻǳǘŎƻƳŜ 
requirements for providers is still much different than for nursing homes while MI Choice delivers 
services to the same level of care population.   
 
Quality of care and satisfaction information for the Adult Home Help program that serves over 60,000 
Michigan citizens is not quantifiable.  There is no public data regarding this program and many of the 
caregivers are family members, neighbors, as well as trained direct care workers. 
 
Adult Foster Care and Home for the Aged Program performance is also difficult to quantify as there are 
no standard measures or reporting other than the onsite licensing survey process.  Unlicensed assisted 
living settings have no requirements since they are unregulated and there is no information regarding 
performance or variability across providers. 
   
Concern has recently been voiced about the efficacy of palliative and end of life care in all settings.  The 
MDCH-supported Michigan Cancer Consortium has published several reports about pain-related 
outcomes across settings and the findings are less than desired in all.  Many see a need for more 
effective integration of hospice services in the nursing home setting, but there are complicating 
regulatory issues.  Many of the CMS Nursing Home Quality Measures do not adequately represent 
premier home performance in regard to persons toward end of life.  This may become even more an 
issue as the nursing home population evolves into two major tracks:  those residents who are admitted 
for rehabilitative and recuperative care and those who are admitted for very intensive, late-stage, end of 
life care. 
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Summary 
There continues to be a challenging picture for Michigan Long Term Care:  

 
Á Consumers are driving toward community based care settings, however publicly funded 

programs continue to be sparse for those persons who need 24 hour care and supervision 
(including persons with dementia). 

Á The shift in senior population may only increase if adult worker migration out of Michigan 
continues and availability of direct care workers may continue to decrease.  

Á The Michigan economy has continued to weaken, and may well not yet have peaked, potentially 
affecting almost all Michigan citizens and businesses in one way or another. 

Á aƛŎƘƛƎŀƴΩǎ structural deficit issues have not bee addressed. 
Á Current quality and performance measures continue to inaccurately compare providers and are 

neither comparable across programs nor comparable across providers using the same program, 
especially with the new CMS 5 Star System. 
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Aging Services of Michigan Calls to Action:  Preserve What Works! 

 Medicaid must adequately support the entire long term care service array from Home Help 
to Skilled Nursing Care, especially PACE and MI Choice. 

 Focus must be placed on enhancing access to shared residential services under publicly 
funded programs.  This is the only viable mechanism to provide a realistic alternative to 
seniors with high care needs and little informal support. 

 Legislators and policymakers should consider the priority for funding direct services to 
Medicaid beneficiaries during this time of crisis.  With current gaps in service and the 
economic outlook in Michigan, would seniors be better served if the state invested an 
addition $14 million into PACE and MI Choice Program rather than fund the Single Point of 
Entry? 

 Michigan legislators should look closely at economic stimulus packages that will preserve 
our ability to provide direct care servicesΣ ŜǎǇŜŎƛŀƭƭȅ ǿƘŜƴ aƛŎƘƛƎŀƴΩǎ ōǳŘƎŜǘ Ƴŀȅ 
necessitate budget cuts.  For every General Fund dollar spent on Medicaid, Michigan now 
can provide $3.73 in services that will help fund jobs and communities ( based on the 
maximum FMAP rate under the Economic Stimulus Package at 73.17%).   

 Any proposed changes to the Medicaid reimbursement system must be closely analyzed 
prior to implementation.  Mechanisms that focus on cost only will fail to ensure that seniors 
get they care that they need. 

 Policymakers need to look hard at regulatory systems that make it difficulty for good 
performers to provide care and services, and yet are slow to deal with poor performers.  We 
must look to a system that equitably compares customer satisfaction, clinical performance, 
employee satisfaction, and resource dedication across the entire array of services. 

 
 

It is critical that Michigan policymakers look to the entire system of long term 
care services in Michigan.  Continuing to provide fragmented services does not 
adequately support the consumer.  In addition, it is important that individual 

service programs not be pitted against each other.  Michigan lacks publicly 
supported shared residential services and community based programs overall.  

Funding for one should not be about diminishing support for another.
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