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Q. 

A. 

HHA PHYSrCIAN CERTIFICATION NOTICE -- QUESTION.AND ANSWER 

Why does this notice need to bejublished at this time? 

We believe it is ==;;:~e there has been confusion 
regarding the home health physician certification regulations for the last year. We· 
believe the issues at hand should be resolved more formally through the 

! . ' '.'" , 

rulemaking process. 

This final notice' with comment will clarify that HCFA is withdrawing recent letter 
interpretations relating' to indirect compensation arrangements where the 
physicians are salaried employees of, or have contractUal arrangements to provide 
seryices for, an entity that also owns anliHA.t.,an..... ~L... ~ . 

I . . 

We had issued letters hoping to clarify existing regulations but found that this 

raised more confusion. In fact, we found that the subject letter interpretations 

could have unintended consequences affecting integrated delivery systems and 

current medicalpracnce. The interpretation is especially problematic in rural 

areas where the hospital or other entity is so large a presence in the community 


. that. in addition to owning the HHA, it also employs the majority of the 

. physicians. 

Our next step is to evaluate our recent letter interpretations in conjunction with our 
development of the Stark II proposed regulation. The Stark II regUlation also 
rehites to physician certification issues and affects HHAs: The Stark II regulation 
is cUrrently under review at OMB and we hope to publish it this Fall, which is 
when the Balanced Budget Act of 1997 requires lis to begin accepting advisory 

. opinions concerning whether a referral for a designated health serVice (other than 
clinical laboratory service) violates the physician self-referral provisions. 
Combining our policy considerations regarding the subject issue in this one 
regulation (Stark Uland withdrawing our letter interpretations will ensure that 
con'sistent policies and definitions will be applied to home health certifications 
while mitigating the confusion and potential disruption caused by the letter 
interpretations. The notice announces this intent to the public. 

TOTI=lL P.02 
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MEMORANDUM. 

July 24, 1997 
TO: Melanne Verveer , 

FR: .Chris Jennings .. 


RE: Letter:to Val Halamandaris 


, , 


Attached is the .letter that the President wrote in response.to Val's concerns over the home 

heillthcare copayment. Apparently, Val is very pleased, to have receivedthe letter. I believe 

that 'he noW f~els that we have been responsive to him.· . 


Also, the $5 copaymentfor home health appears 'to be dead on the Hill right now. 

Please call with any questions ~ 

,,. 

. ,1 

,,. 
1 
!
I· 

. \ . 
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TI';I~ WHITE I-lOUSE 

\\AS HI "OTO ,,' 

July 17, 1997 

Mr. Val J. Halamandaris 
President 
National As?ociation'for Home Care 
228 Seventh ,Street, S.~. 
Washington, ,D.C. 20003 

Dear Val: 

Thank you for your leadership in raising the important 
concerns regarding the Senate proposal to require a new copayment 
for Medicare home health services. As always, I appreciate 
having the benefit of your thoughtful advice. Ensuring an 
efficiently administered, high-quality, affordable Medicare home 
care service is a top priority for my Administration. 

Some have argued that imposing a new copayment would help 
reduce the current problem of overutilization of home health care 
services. We must take steps to ensure that home h~alth services 
are used only by those who truly need them. However, because' 
over 85 percent of Medicare beneficiaries have supplemental 
insurance protections, either through Medigap or Medicaid, this. 
provision would neither substantially reduce utilization of - ' 
services nor decrease overall spending on health care~ 

For the is percent of ' beneficiaries without additional 
coverage protections, however, these costs may be excessive. 
Medicare beneficiaries who use home health services are often., 
some of our most vulnerable older Americans. This population 
,tends to be sicker, because nearly half have some type of chronic 
illness; Over 60 percent of Medicare's hom~ health users who 
lack supplemental insurance protections have incomes below 
$10 / 000 1 and nearly 90 percent have incomes below $20 / 000. There 
is no doubt that a five-dollarcopay would impose a significant 
cost burden qn this population. 

For all of these reasons 1 I cannot support the Senat~­
passed proposal and have urged Congress to drop it in th~ Senate­
House conference.' Thanks again for your letter. I look forward 
to working with you on this and other issues of mutual concern,., 

SincerelYI 
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NATIONAL ASSOCIATION FOR HOMt! CARE MARY SUI'HER HONORABLE FRANK E. MOSS 
SENIOR COUNSEL 128 Sevenm Street, SE 	 CHAlRMAN OFnm BOARD-
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2021547-7424,2021547-35«<> (ax 	 PRESIDENT GENERAL COUNSEL 

July 3,1997 

First Lady Hillary Rodham Clinton 
The White House 
1600 Pennsylvania Avenue, N.W. 
OEOB Room 100 
Washington, DC 20500 . 

Dear Mrs. Ointon: 

Your assistance is needed immediately in order to protect millions of our most vulnerable citizens. Time 
is of the essence in this matter. It is of such vital importance to us lhat despite full knowledge of how very 
busy you are, I have asked for a meeting with you and the President. . 

I aIn sure you know that next week the Senate and House conferees will begin to reconcile differences 
between the Senate and House passed deficit reduction and tax reform bills. Both bills contain 
Administration initiated proposals which will sharply reduce the Medicare home care benefit. Among these 
include: 

.. 	 . 
• 	 shifting a major portion of tl\(:! benefit from Part A of Medicare, which is funded by payroll taxes to Part 

B, which is funded predominantly by general revenues; 

• 	 restricting coverage under Part A to individuals who have a three day prior institutional stay; 

• 	 significantly reducing allowable reimbursement to providers, which in many cases will fall below their 
actual costs for providing carei 

• 	 imposing new barriers limiting access to home care; and 

changing the payment system from the current cost based method. to prospective payment. 

Taken together, these proposals will have a devastating affect on providers and result in millions of 
Medicare beneficiaries not receiving access to needed home care services which are available .under current 
law. The burden is disproportionate. While home care represents 9.7 percent of Medicare expenditures, we 
are being asked to carry 17 percent of aU the reductions in Medicare.. 

All of the above al:e part of the bipartisan agreement which the Admini~tration has hammered out 
with members of Congress. Since language is congruent on both sides of the Capitol, there is little that we can 
do about the above proposals. . . 
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First Lady Hillary Rodh:~m Clinton 
July 3, 1997 . 
Page Two 

However, we can and we must do something about the onerous requirement imposed by the Senate, 
which, on top of all of the above, would require home care beneficiaries to pay $5.00 per visit out·of their 
pockets beginning with the very first home care visit up to a maximum of $760. PI:esident Clinton and the 
Administration are 01\ I:ecord In opposition to copayments: a>. because they cost more to collect than they save . 

.the program; b) because they become unfunded mandates requiring the states to pick up millions of additional 
dollars under the 'Medicaid program; c} because the burden falls heavi.est on the poorest and sickest; and d) 
they constitute a barrier to care resulting in increased expense in the form of hospital admissions or nursing 
home placement. . ' ' " 

We believe it is vitally important for the President and the Administration to do eveIYthi.1\g possible 
to delete the Senate copa:yment provision. Copays are opposed by eveIY single consumer and senior citizen 
group. The copay proposal was not part of the bipartisan budget agreement and the revenues generated 
therefrom arc not needed to ineel the budget reduction 'target. If the Administration does not intervene 
aggressively in conference, thecopayment proposals, along with aU of.t~e other burdens listed above, will 
become the law of the land. . . 

It would be the most tragiC of aU ironies to have the Clinton-Gore Administration, whkl;\ 'has been th'e ' 
most supportive of hospice and. home care issues and has reCognized the need to expand the scope of homecate 
to meet the nation's growing long-term care problem, go down in histoIY as playing a part in the dismantling , 
the Medicare home health benefit. . 

On behalf of the millions of patients, their families, and the thousands of workers in the home care 
field, I. want to thank you in advance for your assistance. You are a great friend, and we veIY much appreciate 
all you have done for our country. 

With, best wishes(' 

stlterelY, . 

t~.nd''''President 

VJH:a.mw 

Enclosure 
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tIfte lIonora6fe !Fra.nJ( L£. :Moss 

519 C Street, :Jf!; 


Wasfiingtotl/ 'DC 20002 

(202) 547-7424' ' 

July 3; 1997 

First Lady Hillary Rodh~ Clinton 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington, D.C. 20500 

Dear Mrs. Clinton: 

Conferees will soon consider legislation to fundamentally change the nature of the Medicare program. I agree 
that it is time we examined Medicare; however, I would hate to see us repeat some of the mil'takes we made in the past. 

I was the author, in 1965 of the amendment which included home health care coverage under Medicare. 
Congressman Claude Pepper introduced the legislation in the House. Our original legislation required seniors to pay 
some portion of their home care costs out-of-pocket, However, studies by the Senate Committee on Aging and the ' 
General Accounting Office persuaded me in 1972 {O work with Senators Edmund Muskie (D-ME) and Gaylord Nelson 
(D-WI) to delete the copayment provision. Our studies clearly indicated that copayments: 

* 	 cost Medicare more to collect in administrative costs than they saved the program; 
" 

* 	 denied access to care'and fell most heavily on those who could least afford it; 
, 	 .,' . 

* 	 pushed families into poverty and loved ones unnecessarily in{O institutions, resulting in increased costs to the states 
and the federal government through the Medicaid program: and . 

* 	 increased costs to Medicare because people delayed care untilthey bad [0 be hospitalized. 

I am writing to you today because a provision waS added in the Senate budget package to require seniors to pay 
a $5.00 copayment t>eginning with the very first visit, up to a total of $760. The House, version contains no such 
provision. Copayments were a bad idea in my original biH in 1965.and for the same reason they are a bad idea today. 
I am writing to urge you to help make sure that we do not repeat the mistakes that we made in the past. ' 

The home, care poruon of Medicare is smaIl. representing 9.7 percent of the total, and yet home care has been 
saddled with disproportionate cuts in the Senate package -- fully 17 percent of all of the Medicare reductions. Most of 
these reductions come at the expense of borne care providers, which is bad enough, 'but the copayment provision is 
particularly intolerable because it comes at the expense of the most vulnerable seniors. 

A strong case can be made for expanding the scope of home care under Medicare to cover long-term care. 
Approximately ten m.illion individuals who suffer from multiple disabilities are struggling to care for themselves: going 
without the care that they :need. or waiting untU an expensive admission to a hospital emergency room is the only 
answer. Let"s do our best to improve Medicare and not make it less responsive to the needs of our seniors. 

I am writing to asK that you work with ,others in the Administration to ensure tbat the copayment pr:oposaI is 
deleted in conference. 

Si~_ 

~LE. Mos> 
U.S. Senator (ret.) 
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'U.S. Department of Lab~r 	 ASsistant Secretary far 
PenSion and Welfare Berlefits 
Washington, D.C: 20210 

Mr. Bruce C. Vladeck 	 JUL 1 5 1997 
Administrator , 
Health Care Finance Adnlinistration 
3146Herbert Humphrey Building 

; 200 Independence Avenue, S. W. " ' 
Washington"D.C. "20201 

Dear ~. Vladeck: 

'I'amwrlting to bring to your attention a serious problem regarding the safety of' 
employee "enefitplans established.and mamtained for the benefit of employees of HCFA 
funded home health agenCies (HHAs). On July 31, .1995, members of my staff rrtet with Judith 
Berek and 'other HCFA officials, and representatives of the Internal Revenue Service,to 
discuss several ,problems :which had arisen regarding HCFA funding ofemployee benefit plans 

, ,6ponsor¢by HHAs. These employee benefit plans are subjectto the coverage ,of the 
Employee Retirement Income Security Act (ERISA). a iaw admimster~ by the agency I h~d. 
the Pension and Welfare Benefits Administration (PWBA). While progress bas been made 'on 
several of the iSsues discussed at iliat initial meeting. one major problem remainS unresolved. ' 

I ' _ 	 ' 

The problem I refer to is the a~ility of HHAs to obtain funds from HCFA which are 
specifically earmarked for employee'benefit plan,contributioilB.and retain control of, those 
funds for'up to twenty and one balfmonths'before forwarding them to the affected plans.' The 
practical effect of this practice is to allow the HHAsto "bortow" funds specifically earmarked 
for their own employees' benefit,programs who not only receive no, interest on these "loans" 
but who beai the full risk of any losses. As I will discuss below ,in more detail, this is not just 
a hypotheti~l concern; we know of caSes where employees 'are being seriouslyliUr~'by this 
practice.' ; 

. Alan Lebowitz,Deputy' AssiStant Secretary.forProgram Operations' for PWBA wrote to 
Ms. ,Berek ~bout this prQbfem on September 18,.1995. In his letter, he expressedPWBA's 
concern tha~ this practice was specifically approved byH;CFA regulations and requested that 
HCFAgive, serious consideration to changing those reguJ.a:tions. M~. Berekresponded to his 
letter on January 17, 1996. While the response agreed that it was withiD. HCFA's authority to 
lessen the amount of time HHAs could retain HCFApald employee benefit plan Contributions, 
Ms. Berekexpressed concemthatdoing sO',could tre seen as "discriminatory" .. Mr. Lebowitz 

'responded tpthose concerns on June 18, 1996. Since a question has arisen as to whether that 
letter was actually receiv~; I'am attaching a copy of"it. In that letter'weaddressed . 

I ~. c 	 '" 

Ms. Berek'~ misgivings,thatreducing the amount of time that HHAs could .. use HCFA fringe' 
benefit reimbursements for their own purposes could be seen as "discriminatory." The IRS also 
responded to those concerns, in a letter dated December 5, 1996, by stating that redhcing the 
time period:an HHAcould retain such contributions IIdoes not rai'se an issue under the Internal ' 

, Revenue Code.". 

, t 
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I r~main deeply concerned about the threat to employee pension and health ,benefits 
caused by HHAswhichdelay placing HCFA fringe benefit reimbursements into employee 
benefit trust funds for up to twenty and one half months after p'ayment. of the money to them by 
HCFA. Since our June ISh letter was sent, the misuse of HCFA funds earmarked for 
employee benefit plans has continued. I am quite disturbed that we have not been able to work 
together, as agencies of the government should do, to jointly resolve this problem,and stop . 
these abuses which involve both .our agencies. 

We have recently learned of another case in which employees of an'HHA are in seri,ous 
danger of iosing the employer pension contributions which their employer' is obligated to pay, 
even though HCFA reimbursed their employer with the understanding and expectatjon that the 
employer wQulduse the money for pension contributions. Reavis Health Managem~nt 
Systems. mc., an HHA located in Round Rock,Texas,' which is funded primarily by 
Medicare. has delayed paying approximately $~50.000 of employer contributions due its 
deferred compensation plan from 1993 on. BecauSe HCFA regulations allow employers to 
delay paying the HCPA reimbursement.sinto employee benefit trust funds, Reavis has been 
able to use: for its. own purposes the money which HCFA i~tended for penSion contributions. 
Reavis has ~ also failed to process claims or pay premiums of approximately $200,000 in health 
insurance for its employees for which Medicare has aJready reimbursed the company. During 
the time Reavis failed to pay the HCFA reimbursements,into its appropriate employee benefit 
funds, it expanded ,its business holdings by. among other things,opening two' new health­
related businesses in the past year. Reavis has now declared its intention to file for 
bankruptcy:, which. if it occurs, will leave the participaI.lts and beneficiaries of the employee 
benefit plans at risk of losing the unpaid but owing contributions . 

. i .' . '. '. ' , . ',' 

We ;have learned that anotherHHA,. Hill Country Health Services located ill Killeen, 
Texas. whose owner is the brother of Reavis' owner, has delayed paying approximately' 
$600,000 of employer contributions due its deferred compensation plan. While we have no 
reason to believe that Hill Country is planning to declare bankruptcy., we are conCerned that 
the sponsor· has,expanded its btlsinessholdings while it has failed to make timery-contributions~', 
In January 1997, Hill Country received Medicare's pennis~ion to take an additional.two years 
before depositing over $100,000 due its plan. You should be aware that one reason Hill 
Country adopted this plan was because it 'was told by it~third party administrator'that Buehuse 
of employe~ benefit contributions was an Hexcellent cash flow tool for the agency" . 

I ',' 

In Ms. Berek's January 17: 1996, letter, she left openthepqssibility that HCPA \Vould 
take action to change the Medicare regulations ,which permitted this 'practice, but believed that 
'suchchanges,would need to becarefully considered, We pointed out inour June 1996 letter 
that it is quite common for dle federal, government tu separately fund fringe benefits for 
contractors 'who perform work for it. In general, these arrangements are governed by the ' 
Service Contract Act of 1965 ("SCA"), which sets standards for minimum compensation of 
such employees. and also provides for safety and health protection. One provision of the SCA 
provides for a ninety-day deadline for employers to deposit government-reimbursed pension' 

2 
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and health and welfare contributions (SeA §4.175(d)(1». This ninety day limit appears to be ' 
based on the fact that SCA-covered employers have entered into exclusive contracts with the 
Federal Government and are receivibg employee pension funds from the Federal Government, 
rather thal;t making the pension contributions from their own funds. 

-' '.' . .... ... . ,". . . , 

Although HCFApayments are not subject to the SCA, the rationale for similar 
treatment is apparent. As we understand it, when HCPA contracts withHHAs, HCPA is, 
acting in.! similar capacity to those government agencies whose contracts are governed by the 
SCA; the government has an exclusive, guaranteed arrangement with the HHAs. under which 
the lllIAs receivegovemment funds which are specifically intended to pay for employee 
pension, health and other employee benefits. I am aware of no reason why HHAs should be 
allowed to:hold these funds longer than other employers who contract with agencies of the 
Federal Government. ' 

PWBA's serious concern with 'employer delay in depositing contributions led to our 
amending the Department of Labor's plan asset regulation last year. 61 FR 41220. This 
amendment significantly shortened the time period during which employers could retain ' 
participant:,contributions to employee benefit plans by reqUiring employers to forward such· 
contributions as soon as possible, but in no event later than 15 business days after the month in 
which the contributions were withheld. In amending this regulation, PWBA emphasized that 
this new rule "enhances the security of employee benefits". 61 FR at.41223. We noted that 
"[d]elays in the transmittal of these funds into a trust result in lost earnings to the participant". 
and that the revised regulation "will reduce the likelihood that some participant contributions, 
will be lost. in' bankruptcy proceedings by being placed in trust sooner. which will put these 
contributions out of reach of the sponsor's creditors ..."61 FR at 41229-30. Giv~n that the 
Department of Labor, the Internal Revenue Service', and the Service Contract Act all appear to 
agree that asking employers in certain circumstances. to deposit pension contributions in a 
shorter time frame is a legitImate use of regulatory power to protect employee's pension and 
health benefits, it does not seem discriminatory to require the same of IllIAs .. _ 

I firmly believe that workers for HHAs should receive the maximum possible protection . 
and am committed to working with HCFA to achieve this goal. Please feel free to contact me 
directly aL(202)219-8233 or Deputy Assistant Secretary Lebowitz at (202)219-9048. 

1 , 
Sincerely, 

O~-<h ~'r 
Olena Berg . . 

Enclosure 

3 
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cc: 	 Mr. Thomas Hoyer 
Director of the Office of Chronic Care and Insurance Policy 
Health Care Finance Administration 
Mail Stop C4-02-16 
7500 Security Blvd.· 
Baltimore, MD 21244-1850 

Ms. Linda Ruiz 

Director of the Office of Benefit Integrity 

Health Care Finance Administration 

Man Stop 83-01-17 

7500 Security Blvd. 

Baltimore, MD 21244-1850 


Ms:. Stephanie Crowley 
Director of the Bureau of Policy Development 
Health Care Finance Administration 
Ma~ Stop S3-01-17 
7500 Security Blvd. 
Baltimore, MD 21244-1850 

4 
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U.S. Department of Labor PenSion and Welfare 8enehls ACn:lnISlrat.en 
i Wasrllnglon, b C2021Q, 

,JJN 18'1996 

Ms., Judith Berek 
Assistant to Admiriistratorfor Fraud and Abuse 
Health Care Finance Administration 
Mail :Stop C5-16-03 
7500 ;Security Blvd. 
Baltimore, MD ' 21244-:-1850 

, ,Dear, 'Me. Berek: 
! ' 

Thank you ,for your response to ,my letter, in which'the Department
of L8;bor (DOL) proposed measures to lessen the danger ,of misuse 
of the Health Care Finance Administration, (HCFA) fUnds earmarked 
for ~mployee benefit pension plans. We are, in agreement that it 
is unacceptable to shift costs between related entitie~, ' 
unconnected to the delivery of HCFA reimbursable services for the 
purpdseof increasing the organization's profit from Medicare 
reimbursement. As you said in yourlt!t:.ter, a party,profiting 
f,romsuch cost-shifting could be guilty of "the commission of 
Medic,are prOgram abuse or fraud.'" ' , 

Based on your- letter, we plan to meet soon wi,th representatives 
of th;e stock valuation firm of Houlihan, Lokey I Howard andZukin 
(Houl'ihan) .As you know," Houlihan has done valuations of 
employee stock ownership plans '(ESOPs) sponsored by,'Home Health 

,Admintstrations (HHAs) in ,which it has attributed value, on a ' 
dollar for dollar basis, to the HHA's ability to deliver HCFA 
reimbursable' services for less than the maximum, permissible 
amounts; this valuation is premised'on the'belief that a 
purchasing provider could shift costs to ·theHHA in"tlie amount 

.. that the HHAi·s tinder the reimbursement limit. We intend to 
inform them of your and our viewttlatsuch cost 'shiftingis 
impermdssible unless the 'shifted costs are necessarily incurred, 
inth~ provision of the reimbursable serviC'.e. "Thus I 'by
attributing value, on a dollar for dollar basis, to the . 

'difference between the maximum permissible charge and the actual 
costpf the service, Houlihan, we believe, has inflated .the value 
of the employer's stock. As a result, at least, one ESOP, which,' 

,bought employer securitfes at 'a price determined by such a 
valua,tion, overpaid for the' stock it bought. In the Department I s 
vi~wl: such an overpayment is a violation of the Employee'
Retirement Income Security Act of 1974 (ERISA)., We intend to ' 
make ,this position known not 'only to Houlihan, but. also: to any
other appraisal firms which we,determine'hasused similar ' 
methop,ologies, and to fiduciaries of any~ESOPS which may ,have, 
purch~sed stock at an iriflated price due to auchvaluations. 

Working for America:~ Wi:Jrkforce 
'. 

, , 

http:ACn:lnISlrat.en
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The second issue we raised in our letter to you concern~d the 
threat to employee pensions that ar-ises from t,heability of HAAs 
to delay placing HCFA pension reimbursements into employee 
benefit trust funds for as long as 20-1/2 months after payment of 
the money to the employer by HCFA. You left open the possibility 
that HCFAmight take action to change the Medicare regulations
which permitted this practice, but believed that such changes
would need to be carefully considered. We agree with the need 
for careful consideration and would like to direct your attention 
to addit'ional factors which,' in our view! support such a change. 

As you'know, it is quite common for the Federal Government to 
separately fund fringe benefits for contractors who perform work 
for it. In general, these arrangements are governed by the 
Service Contract Act of 1965 {IISCA"}, which sets standards for 
minimum compensation of such employees, and also provides for 
safety and health protection. One provision of the seA provides 
for a gO-day deadline for employers to deposit government­
reimbursed pension and health and welfare contributions (SCA 
§4.l75(d) (1». This 90-day limit appears- to be based on the fact 
that SCA-covered employers have entered into contracts with the 
Federal Government and are receiving employee pension funds from 
the Federal Government rather than making the pension 
contributions from their own funds. 

Although HCFA payments are not subject to theSCA, the rationale 
for similar treatment is apparent. As we understand it, when 
HCFA contracts' with HHAs, HCFA is-functioning similar to those 
government agencies whose contracts are governed by the SCAt the 
government has a gUaranteed arrangement with the HHAs, under 
which the HHAs receive government funds as services are rendered 
which ate specifically intended to pay for employee pension 
contributions. I am aware of no reason why HHAS should be 
allowed to hold these funds longer than other employers who 
contract with agencies of the Federal Government. 

You expressed a concern that employers who are reimbursed through 
Medicare might find it "discriminatory" were HCFA to promulgate 
such a rule, since under the Internal Revenue Code employers who 
do not contract with the government for employee fringe benefits 
are allowed, for deduction purposes/e-~/2 months after the end 
of the plan year to deposit such contributions. However, we 
believe the fact that Medicare-reimbursed employers receive 
specifie,d amounts earmark.ed for fringe benefitamakes them more 
like those employers who are subject to the SCA than those who 
pay fringe benefits from their own general assets. Finally, were 
HCFA to change its,rule to conform with SCA'practice, there is no 
'reason to think IRS would consider the change "discriminatory", 
as its anti-discrimination regulations only apply to plans which 
distinguish between highly-compensated employees and others. 

http:earmark.ed
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I hope this additional information will be useful to you as you 
consider whether to change your regulations in a way which wquld 
resuJ.;t in greater protection for workers who are participants in 
aHA-sponsored employee benefit' plans. 

We remain ready to work with you and your staff or to discuss . 
these issues further. Feel free'to contact me at 202-219-9048 or 
Sherwin Kaplan, Deputy Associate Solicitor for Plan Benefits 
Security at 202-219-8634. 

Sincerely, 

ALAN 	 D,' LEBOWITZ 
Deputy Assistant Secretary 

for Program Operations 

cc: 	 Mr. Thomas Hoyer 
Director of the Office of Chronic Care and Insurance Policy 
Health.Care Finance Administration 
Mail Stop C4-02-16 
7,500 security Blvd. 
Baltimore, MD 21244-1850 

Ms. Linda Ruiz 
, Director of the Office of Benefit Integrity 

Health Care Finance Administration 
. M'ail Stop S3-01-17 

7500 Security BlVd. 

Baltimore, MD 21244-1850 


Ms. ,Stephanie Crowley . 
Director of the Bureau of Policy Development 
Health Care Finance Administration 
Mail Stop S3-01-17 
7500 Security Blvd. 
Baltimore, MD 21244-1850 
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:CONCERNSABOUTMEDICAREHOMEHEALTHCOPAYMENT, I Op~ 

PROPOSAL 

• 	 Adds a new $5 payment per Part B home health visit for beneficiaries, with an annual 
limit on the copayments equal to the hospital deductible ($760 in 1997). This provision 
is intended to reduce uimecessary utilization. 

CONCERNS 

• 	 Unlikely to change utilization significantly. Because over three·fourths ofMedicare 
beneficiaries have Medigap or Medicaid, the provision would neither substantially reduce 
utilization of services nor decrease overall spending on home care. 

• 	 Severe impact on low-income., For the 15 percent of beneficiaries without coverage, 
these costs may be excessive. 

Over 60 percent ofMedicare's home health users without Medigap have incomes 
below $10,000. Fully 87 percent have incomes below $20,000. 

Poor home health users without Medigap protection are more likely to have more • 
, than 150 visits per year than less. 

• 	 Unfunded mandate to states. Because Medicaid covers cost sharing for about 6 million 
Medicare beneficiaries, its spending would increase as a result of this provision. CBO 
estimates that state costs could rise by $900 million over 5 years. 

June 30, 1997 



· :CONCERNS ABOUT RAISING THE MEDICARE ELIGIBILITY AGE > 

PROPOSAL 

• 	 Extend the eligibility age for Medicare from 65 years old to 67 years old. This provision 
would be phased in one month at time, so that it would be fully implemented in the year 
2027. The goal is to extend the life of the Medicare Trust Fund. 

CONCERNS 

• Different than Social Security. Social Security gives people who retire before > 

eligibility a portion of their benefits, so that postponing eligibility age has less of an 
impact. Medicare gives not1:p.ng to early retir~s. 

• 	 Would increase the number of uninsured. 

Many 65 to 67year olds have low-income.> In 1997, an estimated 525,000 Medicare 
beneficiaries aged 65 to 67 have neither Medicare nor Medigap and income is below 
$25,000. Another 1.2 million beneficiaries have similar income but purchase Medigap. 

If the Medicare eligibility age were raised to 67, these Medicare beneficiaries will likely 
b(f Unable to afford insurance. This could increase the number ofuninsured Americans by 
1.75 million, or 5 percent, according to a preliminary Urban Institute analysis. 

Few affordable alternatives. Today, 60 to 64 year olds rely the most on the individual 
insurance market. In this market, insurers may consider health and age in setting 
premiums, making it more expensive than group coverage. For the 65 to 67 year oids, 
this insurance may be prohibitively expensive. 

Retiree coverage is shrinking. Between 1993 and 1995, the proportion ofemployers 
offering coverage for early retirees dropped by 10%. This means that fewer ofthe 65 to > 

67 year olds waiting for Medicare eligibility .will have employer coverage. 

• 	 No policies to address access problem. The Senate bill contains no provisions that 
would assist people waiting longer for Medicare to find affordable health coverage. 

June 30, 1997 
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· COMPARISON OF THE ADMINISTRATION OF 

THE HIGH-INCOME PREMIUM 


PROVISION SENATE BILL ADMINISTERED 
BY HHS" 

SENATE BILL ADMINISTERED 
BY TREASURY" 

Who Administers Health & Human Services (HHS), 
Social Security Administration 
(SSA), & Treasury 

Treasury 

Savings $3.9 billion (assumes loss of over 
50% of savings in the first 5 years) 

$8 to 9 billion (assumes 
traditional compliance rates) 

Administrative 
Costs 

$30 to 50 million per year $5 to 10 million per year 

How Eligible . 
Beneficiaries Are 
Identified 

, 

HHS identifies beneficiaries by: 
(1 ) Getting income from the latest 
reviewed Treasury tax data, which 
is 2-3 years old (e.g., 1995 for 
1998) 
(2) Sending notices to at least 3 
million beneficiaries to ask if this 
past income is what they will 
receive in the next year and 
require them to respond in writing 
in 30 days Note: Sharing 
income data across agencies 
raises significant privacy 
concerns 

Beneficiaries report their income, 
reference a schedule, and add 
the extra premium to the bottom 
line of their tax return 

How Premiums 
Are Collected 

Assumes that extra premium is 
subtracted from monthly Social 
Security check after HHS sends to 
SSA their estimate of who gets 
how much taken out of their 
checks 

See above 

Reconciling 
Income 

To ensure that the right amount of 
premium was assessed, Treasury 
would send the actual income 
from reviewed tax data to HHS. 
However, because this would be 
done retrospectively this would 
take 2-3 years (e.g., 2001 
correction for 1998 mistake) 

Since income is not projected but 
is the actual reported income, no 
reconciliation is required. 

• This policy assumes the Senate policy which phases in 100% of the premium for beneficiaries with 
incomes between $50,000 and $100,000 for Singles, $75,000 and $125,000 for couples. The 
Administration opposed the Senate's 100% phase out, administration through HHS/SSA, and lack of 
indexing of the income thresholds. 



The Senate's Medicare High Income' Premium Policy 

Concerns 


• 	 Duplicates bureaucracy. Today, the Treasury Departmentis the only Federal 
agency that has the income information needed to collect a high-income 
premium. HHS orSSA would either have to collect their own income 
information, like a second tax return, or borrow the Treasury income information. 
In either case, a large, new bureaucracy, with hundreds of new workers, would 
be heeded to duplicate the Treasury structure. This could cost $30 to $50 million 
per year - many times more than it would cost if administered through Treasury. 

• 	 Errors likely. HHS cannot easily identify who should be paying the extra 
premium. It would base its identification of these people on 3-year old income 
information received from the Treasury. One in four seniors who are above the 
income thresholds fall below them three years later, mostly because they have 
been working but have since retired. Others may have died or have spouses 
that have died, changing the amount that they owe. Beneficiaries have a 3~-day 
win,dow to mail in any corrections, but this may be too short of a time period and 
co~ld be difficult to understand or process for some seniors. ' 

• 	 Collections difficult. Collecting thisextra premium is not as simple as reducing 
beneficiaries' Social Security checks. Three agencies - HHS, SSA, and 
Treasury - would have to coordinate information to ensure that the right 
premium is collected. This not only raises major privacy concerns, but is 
inefficient. The right amount of the premium won't be known for years, since it 
takes time for Treasury to review tax returns, HHS to match the actual income 
with that used to determine the premium, and SSA to collect any over- or under­
estimate. Recouping the extra premium years later creates bureaucratic 
challenges - HHS would need practices like a collections agency - as well as 
hardship for beneficiaries. Since most beneficiaries' incomes will decline as they 
age, beneficiaries will be paying no extra premium when they can afford it and 
more when they can afford it less. 

• 	 Major los.s of revenue. A consequence of this administrative complexity is the 
loss of the premium revenue from the policy. Cost estimators at CBO and OMB 
assume that more than half of the potential revenue will be lost due to problems 
in administration. In contrast, only a small percent will be lost if administered by 
the'Treasury, which already has most of the administrative structures in place. 

• 	 Loss of healthier, wealthier beneficiaries. Totally phasing out the premium 
. cOIJld cause long-run problems for Medicare. Faced with a large, eXtra premium, 
the healthiest beneficiaries have a strong incentive to leave Medicare. It is likely' 
that an insurance market will develop that can offer Part B services at a lower 
price -' especially since Medicare spends, on average, 15 percent less for high­
income beneficiaries than for all beneficiaries. HHS Actuaries assume that about 
half a million healthy, wealthier beneficiaries would leave Medicare if the 
premium rose to 100 percent. ,The loss of these beneficiaries not only means 
less premium . revenue but could raise the cost of Medicare for those who remain. 



The Senate's Medic~re High Income Premium Policy 

How It Would Work 


Senate Policy. The Senate bill increases the Medicare Part B premium for high­
income beneficiaries from 25 to 100 percent ofPart B costs. 

i 

Single' beneficiaries: Begins at $50,000 with full payment at $100,000 

Couplf?: Begins at $75,000 with·full payment at $125,000 


Maximum Extra Premium in 2002 . 

Single beneficiaries: About $200 per month, $2,400 per year 

Couple: About $400 per month, $4,800 per year 


This premium increase would be administered by Health and Human Services (HHS) 'or 
Social Security (SSA). 

How ~t Would Work. 
, 

• 	 Before the beginning of each year, the Treasury Department will send the latest 
available, reviewed tax information to HHS. For 1998, this would be 1995 
income, for example. 

, 

• 	 .HHS will then send notices to beneficiaries who appear to be eligible to ask if this 
income from the older tax returns is accurate for the coming year. Beneficiaries 
will have 30 days to respond. 

• 	 After incorporating any mailed-in changes, HHS will send this income information 
to SSA, which will deduct any extra premium from Social Security checks (or 
HHSsets up its own collections and billing process) 

• 	 At the end of the year, HHS will use the Treasury tax information to check actual 
income against income used to assess the premium. For 1998, this actual 
income information will be available in the summer of 2000: 

• 	 HHS will increase or decrease the next year's premiums based on the previous 
year's error -- plus interest. If the beneficiary had died, the surviving spouse or 
estate will have to pay the premium owed. For a beneficiaries whose income 
was understated in 1998, an extra amount will be taken out of their 2001 Social 
Security check. 
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, CONCERNS ABOUT MEDICARE HOME HEALTH COPAYMENT 

PROPOSAL 

• 	 Adds a new $5 payment per Part B home health visit for beneficiaries, with an annual 
limit on the copayments equal to the hospital deductible ($760 in 1997). This provision 
is intended to reduce unnecessary utilization. 

CONCERNS 

• 	 . Unlikely to change utilization significantly. Because over three-fourths of Medicare 
1;>eneficiaries have Medigap or Medicaid, the provision would neither substantially reduce 
utiliiation of services nor decrease overall spending on home care. 

• 	 Severe impact on low-inc.ome. For the 15 percent of beneficiaries without coverage, 
these costs may be excessive. 

Over 60 percent of Medicare's home health users without Medigap have incomes 
below $10,000. Fully 87 percent have incomes below $20,000. 

Poor home health users without Medigap protection are more likely to hCJ.ve more 
than 150 visits per year than less. 

• 	 Unfunded mandate to states. Because Medicaid covers cost sharing for about 6 million 
Medicare beneficiaries, its spending would increase as a result of this provision. CBO 
estimates that state costs could rise by $900 million over 5 years. 

........­
~' ".J' 

June 30, 1997 
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IMfACT OF THE SENATE FINANCE HOME HEALTH 'COPAY 

The Financ~ CommitteeChainnan's mark would impose a Part B home health copayment of$5 
per visit, capped at an amount equal to the a.rmual hospital deductible. 	 ' 

Th~ Administration is concerned that a copaytnent could limit beneficiary access to the home 
health benePt~ 'Medicare bef!.eficiaries already spend a significant portion of family income on 
out-of-pocket health care expenses. A home health copaytnent would disproportionately affect 
poorer beneficiaries, who spend an even greater proportion of their income on health care. 

, .' . ,. 	 . 

Imposing a home health copay is not necessary,to balance the budget Any, further consideration 
, 	 , 

of this policy should be part ofa biparti~an process to address the long-term financing challenges 
facing Medicare. ' 

Home Health users are particularly at risk: 

Home health users have out-of-pocket expenditures much higher thart the overall Medicare 

population. ,This is not surprising since these home health users are poorer, less healthy, older, 

and more l~ely to live alone." ' , 


, _ . 	 i • 

• 	 FortY-three percent of home health users have incomes'below$l 0,000, while only 30% ' 
of ali Medicare beneficiaries have incomes this low. On average; beneficiaries in this 
income range spend 25 percent oftheir ' income on out-of-pocket health care costs. 

<-'," 

• 	 Hom,e health users are three times as likely as other Medicare beneficianestohave ' 
difficulty performing two or more activities of daily living, and more than twice as likely 
to report that they are in poor health. Disabled beneficiaries are more likely to have long 
episodes of home healtll use, so they would be likely to incur larger copayments. ' 

, 	 ' 

• 	 One quarter of home heaIth users are over 85-- this is more than twice the proportion for, 
the whole Medicare population. Over two-thirds are women, andone third live alone. 
Beneficiaries with these characteristics are less likely than other Medicare beneficiaries to 
have sources of informal care, and they are more likelyto enter a nursing horne, Home 
health may provide them with the care that they need to st;:ty in their homes. 

:A home health copaywould create additiona~ costsfor states: 

Medicaid pays coinsurance and deductibles for some low-income Medicare beneficiaries (e.g. 
Qualified Me,dicare Beneficiaries). Consequently, a, copaymen,t 'on Medicare home health 
services would increase federal and state Medicaid expenditures. CBO estimates that the 
additional state and local cost ofthe home heaith copay would be $500 million over 5 year~: 

, ' 
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Characteristics of Medicare Home Health Users 
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, , If ' 
. Understanding the Growth; in ' 

Medicare's Home Health Expenditures , . 	 I . 

Executive Summary 	 I 

I 

I 
i 

" I, , 
Medicare's home health benefit has become an integral :part of the current effort to slow 

the growth in Medicare spending. ·ease the financial pressures 6n the Medicare hospital 
insurance: trust fund, and balance the federal budget. Funded ~Imost exclusively out of the 

, 	 ' I 

Medicare Hospital Insurance Trust Fund, the home health benefit is one of the fastest growing 
components of the Medicare program, experiencing annual av~rage increases of more than 28 
percent per beneficiary in the peri,od between 1990 and 199?,. lOuring this same period of time, 
expenditures for home health services have. more than doubled as a share of the total Medicare 
budget, making home health a highly visible target in. the cum9ht debate over Medicare ' , 
spending. ' I 

, , I 
This study was undertaken to analyze factors that drive the growth in Medicare spending 

and to assess the characteristics of elderly and disabled beneficiaries who receive Medicare­
covered home health services. The study examines how cha~ges in law, administrative policy, 
and judicial decisions affected utilization of home.health servides, the supply of home health 
agencies, and the growth in Medicare home health expenditures. The study also analyzes 
survey and claims data, to assess the characteristics of benefitiaries who receive services and to 
identify factors th.atareassociated with high levels of home htalth utilization and expenditures. 

;, 	 ' 

Key Findings 

Characteristics of Beneficiaries ,Who Use Home H~alth Service~I . 
I 

, The Medicare home health population includes beneficiaries who are among the sickest 
and most functionally impaired segments of. the Medicare population. They are relatively old 
and poor, predominantly female, and more likely to live alone. In 1994, one quarter (25 percent) 
were ages 85 or older. More than two thirds (69 percent)ha<1 incomes below $15,000. Two 
thirds (68 percent) were female. One third (33 percent) lived alone~ 

, I ' 
, Additionally, home health users are more likely to perceive their own health as poor and 

are mqre likely to have much higher levels of physical impairment than Medicare beneficiaries 
riot using home health services. In 1994, more than half of all home health users (58 percent) 
perceived their health status to be fair or poor, compared tol26 percent of benefiCiaries who did 
not re(,';eive home health services. Nearly three quarters of):lll home health users (73 percent) 
had one or more limitations in activities of daily living (ADL)iand nearly half (47 percent) had 3 or 
more ADL limitations, cqmpared to 31. percent and 12 perCE?nt respectively among those who did 
not utilize home health services.' 	 I 

[ 

, . . I 
lKomisar H. et aI., Medicare Chart Book, The Henry J. Kaiser Framily Foundation, 1,997. 
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, Medicar~ beneficiaries who receive home health services are more likely to use the 
health care sys~em extensively and thus incur overall Medicare costs that are substantially' 
higher than ben'~ficiaries who do not receive home health care. In 1994, on average, Medic::are 
costs for home health users were more than5-times greater than Medicare costs for ., 
beneficiaries w8,o did not receive home health care ($15,321 and $2,723 respectively in 1994). 

II' ' . 

Ii

:j 
'I 

Three Distinct Groups of Beneficiaries Wl:lo Receive Home Heaith Care 
.)! . , . 

" H ' 
, Medicare's, home health population inpludes three distinct patient groups: (1) patients 

requiring post-alc::ute care; (2) persistently ill patients 'with serious and complex medical ' 
conditions; (3) qbroniCally-iII patients withlqng-term care needs. 

n i " 
I: 

In 1994,;;one third (34 percent) of all home health users were provided'care imfTlediately , 

after they were~ischarged from thehospitaL, These beneficiaries typically have one hospital 

stay of average;duration over the course ofayear. This "post-acute" group most closely 

resembles the ~Futely ill population for whom tlie benefit was originally conceived and generally' 

served through ~he late 1980s. In 1994, this'group accounted for 22.5 percent of home health 

expenditures, re1ceived 47 visits on average; with average Medicare home health expenditures 

,~ " 

of $2,957 per beneficiary in 1994. . 
Ii, " 

,) 
Ii 

, " ", , 

, ' Another third, (33 percent) of the Medicare home health population included beneficiaries 

who were serioysly ill, with higher levels of hospital arid ,home health service use. About half of 

this group also ~sed skilled n""rsing facility se'rvices within the same year .. Beneficiaries in this 

"medically comRlex" group were' more likely than other home health users to have severe 

functional impaiWnents, ~ere more likely to perceive their health as fair or poor, and were more 

likely to have h~~ extensive inpatient hospital, care. In 1994, beneficiaries with "medically­

complex· needs,iaccounted fpr nearly 42.5 percent of all home health expenditures, received an 

average of 91 home health visits; with average Medicare' home health expenditures of $5,736 

per beneficiary. ~ . 


J ,
. 'I • 

, The rem~ining third (33 percent) of the Medicare home,health population in 1994 relied 
on Medicare's hpme health benefits to help meet their long-term care needs. These, . ' 
beneficiaries had high levels of functional impairments, but appeared to be medically-stable. 
They had neith~~ hospital nor 'skilled 'nursing facility (SNF) care and fewer than th~ average 
,number of physipian visits within the year. When compared to other home health users, 
beneficiaries in the "long-term care"group were mOre likely total! within t,he lowest income levels 
and to live alone'. In 1994, the long-term care group accounted for 35 percent of home health 
expenditures, r~beived about 81 visits, with average Medicare home health expenditures of 

11' ' 
, $4,671 per ben~,ficiary. 

it 
" 

it 
High Uti,lizers: Rising Costs for Beneficiaries Who Receive 200 or More Visits 

J ' . 
This stuqy also examines the characteristics of Medicare beneficiaries who received 


more than 200 visits within a year because they account for a small but growing share of the 

n ' 

Medicare home ·health population and a dispr,oportionate share of Medicare home health ii, . . .. 1 '" ." ' 
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expenditures. In 1991, only 4 percent of all home health users rJceived 200 or more visits and 
accQl,inted ;f6r 19percent of total home health expenditures. By ;1994, 10 percent of Medicare's 
home health population received 200 or more visits, and accounted for 43 percent of total 
Medicare home health 'expenditures. " i· , 

Persons who receive, 200 or more ho~e health visits arelmore like'ly to have ~edicaIlY­
, , complex needs and require extensive hospital care and multiple/episodes of home health care 

within a year. These "high utilizers" are more likely than other home health recipients to have 
I 

severe functional impairments. They are more likely to be African American, more likely to be 
from the South, and more likely than other home health users to receive their care from a for­

, ' I • 

profit ho~e health agency. In 1994, on. average, they received 1323 home health visits with 

average Medicare home health expenditures of $18,435 per beneficiary. 


" I 

For-Profit Agen~y Use Le'ads to' Higher Expenditure~ , , " 


Finally, we found that care provided by for-profit home ~ealth agencies increases the 
, I 

average ~nnual cost of Medicare'home health services. In 1994, the average home health cost 
per beneficiary ($4,442 in 1994) was $1,064 higher for those rJceiving care from for-profit home 
health agencies. This additional amount was the net increase in Medicare home health costs for 
patients served by proprietary agencies, after controlling for th~ characteristics of beneficiaries 
that should be linked to their need for home health services. I~ 1994, the higher per patient cost 
of beneficiaries who received services from a for-profit agency/ added more than $1 billion to , 
overall Medicare home health expenditures that cannot be ex~lained by other factors.. " ' 

I. 

IImplications of Results 
I 

As policymakers look toward the home health benefit as a source of potential Medicare 
savings, this study provides new information to explain factor~ that drive home health 
expenditures and describes the characteristics of Medicare b~neficiaries who use home health 
services. These findings provide new evidence to assess thei implications of potential policy 
changes in the structure of Medicare's home health benefit. / , 

, I 
Clearly, Medicare home health coverage is no longer :simply the short-term post-acute 

benefit that it was originally intended to be. Only athird of all beneficiaries who receive home 
health services received their care immediately following a h6spital discharge. The remaining , 
two thirds either rely on Medicare's home health benefit for r~latively extensive support related to 
their more complex and ongoing medical problems, or they Jse Medicare's home health benefit 
to help meet their long-term care needs. This study support~ the growing body of evidence , 
confirming the emerging role of Medicare's home health ben~fit as a safety net for elderly, 
beneficiaries with long-term care needs and further differentiates the acutely ill patients needing 
short-term acute post hospital care from those who are seriqusly ill and requiring on-going home 
health services. . I 

I 
Efforts to pare back the Medicare home health benefit to short-term post acute-care 

would' clearly impact some of the most vulnerable segment~ of the Medicare population who 
either,have complex medical problems or significant long-te;rm ~are needs. While such a move 

i 
I 
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would return ,he benefit ~o its original intent, it coulp also leave significant gaps in coverage for, 
Medicare's ofdest and most frail beneficiaries. ' , 

, ~ , ' 

Likewi,~e, imposingcopayments on beneficiaries would disproportionately impact the 
near poor wh~ do not qualify for Medicaid but'are unable to afford a private'supplemental 
Medigap policy. Such low-income beneficiaries may refuse home health services in the face of 
potentially unaffordable,'co-insurancerequirements, with uncertain effects on patient outcomes. , n ", " 

Moreo~er, the im~osition of copaym:~nts would be unlikely to deter utilization amorlg the 
majority of home health users. For .the poorest Medicare beneficiaries who are also eligible for 
Medicaid, a n~w coinsurance would be unlikely to discourage utilization since the costs would be 
passed on to ¥edicaid. For the' majority ofbeneficiaries who have private insurance that 
finances Medi¢are's coinsurance, a new coinsurance on home health services would be unlikely 
to impact utiliz~tion. It WOUld, however, ,result in higher Medigap premiums when health insurers 
pass the additional cost of the coinsurance on to beneficiaries. ' 

U ' " , 
~{ " . . . . 

Finally,!\we found substantially highe~ costs associated with the delivery of home health 
care by for-prq~t agencies - $1 billion in 1994. , This higher cost attributable to for-profit 
agencies cann'ht be explained by the health ,or functional status of the people they serve. 
Beneficiaries Who tum to for-profit agencies, for their care are likely to receive more visits than 
they would jf s&rved by a non-profit or government agency. Additional government oversight 
and monitoringlof care delivered by for-profit agencies offers promise as a potential source of 
Medicare savings. ' 
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Understanding the Growt~ in 

Medicare's Home Health ExpeMditures' 


, 	 I 
I 

! 
Overview 	 ' , I , 

Medicare's home health benefit has become a key component in the current effort to 
'. , 	 i ' 

slow the growth in Medicare spending, ease the financial press~res on the Medicare Hospital 
1 • . "{ . j 4 • 

Insurance Trust Fund, and balance the federal budget. Fundeq almost exclu~ively out of the 

Medicare Hospital Insurance Trust Fund, the home health ben~fit is one of the fastest growing 
" I 

components of the Medicare program. experiencing annual average increases of more thEm 28 
, ' 	 , ',' I 

percent per beneficiary between 1991 and 1996: During this same time period. expenditures 
" I' 	 , 

for home health services have more than doubled as a share of the total Medicare budget, 

making home health a more visible target in the current debate!over Medicare spending. 
, 	 , 1 

This study was undertaken to analyze factors that drive Ithe growth in Medicare spending 

and to assess the characteristics of elderly and disabled benefibiaries who receive Medicare-' 

covered home health services. The study examines how cha~geS in law. regulation, 

administrative 'policy and judicial decisions have affected patte~s of care, the supply of home 
, I , ' , 


health agenCies. and the growth in home health expenditures 9ver time. The study also 


analyzes survey and claims data to assess the characteristics Of beneficiaries who receive 
I 

s'ervices and to identify factors that are associated with high le',(els of home health utilization and 
f' 	 • 

expenditures. 	 : 


I 

,I, 

Background I ' 

M~icare's home health benefit was originally conceive~ as a short-term, post-acute . 

service dEasigned to help beneficiaries recover following an inp~tient hospital stay. Home health 

, services were covered primarily ~nder Part A with no-cost-shaJing requirements. Beneficiaries 

who had inpatient hospital stays of a minimum of three days w~re eligible for up to 100 home 
, I 

health visits per spell of illness. Beneficiaries were also entitle~ to home health benefits under 
I . 

( 
,) 
I 

2 Komisar H. et aI., The Medicare Chart Book, The Henry J. Kaiser Family Foundation, 1997. 
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.MedicarePartB without a prior hospitalization requirement, however the Part B benefit could II . . 
. only be used atter Part A benefits were exhausted: Part B home health services were subject to 

a cOinsurance':l . 
;1 
'i 
"I, . . . 

To be ~ligible for benefits, an individual had to be under the care of a physician, confined. 
~, ' , 

, toa home, in rl~ed of skilled nursing or skilled physiCal orspeech therapy and expected to show 

impr~vement ~~ a direct result of services rendered: Services were covered only if needed and 
'I . ' . ," , . , 

provided on a part-time or intermittent basis. Home he.alth coverage criteria explicitly excluded 
.' II . , '.. , 

custodial, non~remedial.care for patients 'who were uhllkely to improve.as a direct result of their 
. ~i' .' t •. 

, treatment (Le.!l:long-term health, care for the'chronically ill). Home health agencies,were paid 
. it . " . . . . 

then, as they ~re today, on a cost-reimbursement basis, subject to limits, 
. :1' 

d 
~l' 

Througp the 1970's, the home h~alth industry was largely dominated by.public, 

voluntary, non~rofit agencies including traditional community nursing programs run by state, 
,\ 

county, and local health departments and by the larger Visiting Nurse Associations. In 1972, 
. . .)' 

cong~ess rep~:aled the Medicare cost-shpring requirements for 'home health visits. under Part B 

as part of a br¢ader bill that expanded Medicare coverage to non-elderly individuals who were·.' . n . . . ,:' , , 
permanently disabled or had end stage renal disease. Despite this change, expenditures for. 

it: ' ,. 
. Ii I 

home health g'rew relatively slowly during this period of time. 
. "', "I: . . 

3!, 
~ ; 

Beginn,ing inthe early 1980's, home:healthexpenditures started to climb as basic 

changes to th~ Medicare home health benefit were enacted. Figure 1 presents a brief 
q . 


. 'I . ' 


chronology of J1he key legislative, administrative and judicial events that underlie the program 

changes that ~ave lead to the tremendous growth in home health utilization and spending since, 
'~ , 

1980. n 

, it· .!'.' ," ' " , . '\, '. . 

. The Omnibus Budget Reconciliation Act of 1980 (OBRA) repealed the 3-day prior .. ' \! . " '.' ,..... . " , 
hospitalization! requirement and eliminated ~he 100-day limit on the number of covered home .. II. " . 

health visits. The elimination of the 3-day hospital stay broadened the potential range ofn" ..' , ..... ' " 

persons eligible for home health services and the removal of the 1 OO-visit limit created an 


. (l • ~ 

opportunity f01 higher levels ,of home healt~ service use. The 1980 law also permitted . 

. ",. . 
ill 
11 

·/1 6'I)! 
I!
'I' 
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I 

proprietary agencies to become Medicare-certified and provide Medicare-covered home health : . I 
services. ' , I 

I 
In 1983, the Congress enacted the Medicare Prospective Payment System (PPS) for 

. " . 	 f 

I 


inpatient services to control the growth in hospital spending. Th~ new payment system created 

incentives; for hospitals to discharge Medicare patients earlier in/their recovery period and to 

substitute;.home health and other post-acute services for care provided in a hospital setting. As 

an apparent result of the new payment systems, hospitals beg'ah discharging patie~tswith 

greater ri~ed for'complex medical care at h~me, rather thanke~Ping them in the hospital for 

longer periods oftime.3 

Figure 1: Chronology of Key Events Affecti~g Medicare's 
Home Health Benefit, 1980-19901 

YEAR 	 LEGISLATIVE, ADMINISTRATIVE, AND JUDICIAL REFORMS 
I

1980: 	 The Omnibus Budget Reconciliation Act (OBRA) abolished the three-day prior 
hospitalization requirement, eliminated the 1 ~O-visit limit. arid removed the $100 deductible 
for home care services. In addition, OBRA permitted for-pr6fit home health agencies to 
become Medicare-certified providers. . ' , i 

1983 	 Enactment of Medicare Prospective Payment System for inpatient hospital care that reduced 
the average length of inpatient hospital stays. ' I ' 

, 	 I 

1984 	 The Administration imposed restrictions on home health colerage through instructions to 
fiscal intermediaries. The new guidelines clarified that horrle health services would be 
covered only if the individual required ·part-time and interrrtittent" care and was homebound. 

1988 	 Duggan v. Bowen court ruling required the Health Care Fi~anCing Administration to modify , 
and clarify home health coverage rules. . I . 

1989, 	 In reaction to Duggan v. Bowen, the Health Ca're Financing Administratjon ,modified its 
interpretation of ' "part-time and intermittent care" to "part-'time or intermittent", clarified its 
definition of homebound and relaxed its clinical criteria go~erning home health eligibility. 

I 
I 
I 

, ' I 
Beginning in the early 1980's, the Health Care FinanCing Administration (HCFA) began to 

. I " 
restrict access to Medicare-covered home health services tHrough a series of administrative 

.' I ' , 
instructions to fiscal intermediaries. In 1984, HCFA prodded intermediaries to intensify their 

I ' 
3Unit~d States General Accounting Office, In'formation Re~uirembnts for Evaluating the Impacts of 

Medicare's Prospective, Payment on Post-Hospital Long Term CarelServices: Preliminarv Repoit, 
(GAO/PEMD-85-8), Washington, D.C.:, February, 1985. ' i ' 
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review of home health claims, in response to allegations that Medicare was reimbursing 


if' , . 
agencies for 9ncovered services with the liperalization of coverage permitted by OBRA 80, As a 

result of this ~ffort, there was a significant increase in the number of retrospective denials of 

'\', '
." , . 

payments to ~,ome health agencies for home health care that had been provided. Actual denials 
~ , " , 

and the potential threat of denials are believed to have constrained I,ltilization and program 
~ . ": 
~ . 

expenditures.~! '. 
,1\ 

\!,! ',.
In resppnse to HCFA's more restrictive interpretation of home health coverage 


throughout th~~ 1980s, a 'class-aCtion suit, duggan v. Bowen, was filed in :1988, challenging 

, ~ . 

HCFA's interp~etation of the Medicare home health provision. As a result of this case, HCFA 

revised the M~(r:Jicare Home Health AgencyManual and the Medicare Intermediary Manual to 
~ , . 

. permit coveragie of home health services if the beneficiary required "part-time..,Qr intermittent 

care".. The nel 
,\ 

rules also clarified 'the definition of homebound and relaxed HCFA's clinical 

crit~ria goVerni!~g home'health coverage. 
, 'H ' 

\1 . 
• 1. ., 


The cha'nges made 

:,,I . " 

Figufil 2 to Medicare regulation and 
. . 'i, Medicare Home Health Expenditures, 1980-1994 
policy resulted !r a huge 

,I 

surge in home health Home HeaJ1h Expenditures in Billions ' (I 14 . ",
service utiliiation and 

if " 12 
spending. Figur;e 2 shows 

w 10
the,rapid rise in!home 

. I' 

t 8,
health expenditares that 119~8 Duggan v. Bowen ruling I
t\ . 

followed the 198,8 Duggan 6 

~. 
4v', Bowen ruling!~nd the 

. \1 ' 

subsequent 1989 revisions 2L-__-.---------~ . 0 
, :1 

~----------------------~----------~---to the operation \manuals ' o 
, " II ' '80 '82 '83 '84 '8S '86 '87 '88 '89 '90 '91'92 '93 '94 

issued toagenc~fs and 

fiscal intermedianes. 

II
,j 

~~ . i. . , . ')\' . 
4United States G~nerarACcounting Office, Medicare: Increased Denials of Home Health Claims During 

1986 and 1987, (G~b/HRD-90-14BR), Washington, D.C.:, January, 1990. 
~ , " 
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Key Trends 

I 

, I . , 

Trends in: Utiliza,tion ~nd Expenditures , /, ' , 

The Medicare home health benefit has been and continues to be one of the fastest 
: " i 

growing components of the Medicare program.' From 1980 -1990, the average annual growth 

, rate for Medicare home health expenditures was 19.8 percent Jnd increased to 36 percent in the 
, I. 

period between 1990 and 1994. Between 1990 and 1994, Medicare spending for home health 
, , " .1 ' 

services grew from $3.7 billion Jo $12.7 billion, incr~asing ~rom fI..a percent to 8.6 percent of total 

program spending.s 

I 

I 

Medicare spending for home health 
I . . ' 

Figure 3 services increased during this period of time 
, ' I ' , 

Sources of Growth in Medicare because of two key facto'rs: (1) the rise in 
Payments for Home Health Care, 'I ' 

both the ai!.>solute number and in the
1990-1994 - , 

proportion !of Medicare beneficiaries 
I 

receiving ~ome health services; and (2) the 

increase in the number of home health visits 

per ho~e /health user (Figure 3). While cost 
, ',I . 

16.5% 

per serVi~b unit helped to drive up 
I ' 
i " 

expenditures for most other Medicare 
! 

services. lit contributed less significantly to 
I . 

the growth in Medicare home health 
I 

spending (Table 1). , 
, I 

I.;i Persons served: Between 

I 
i 

1990 and 1994, the number 
of Medicare beneficiaries who 

0% 5% 10% 15% 20% 
1 received home health 

services in~reased from 57 to 
86 per1,OOq enrollees, with 

Charges 
per Visit 

Visits per 
Persons Served 

Users per 
1,000 Enrollees 

SHe~lth Care Financing Administration Review, A1edicare and Aleditaid Statistical Supplement, 
1996. ' , . I 

9 I 
I 



n 
~ 

,'Ii
It 
1\ 
Ii
i! 
;\ 

~ 

~ , 
 ", 

:1 an average annual growth rate of 13.1 percent. The growth in the number of, 
~ home health users account~ for 38 percent of the increase during this 4-year 
j\ period in the specified time period. ' 
~ 	 .. 

~t . 	 . 
• 	 :'\ViSits per user: The average number of visitsprovided to beneficiaries who 

:\ re.ceive home health care in~reased from 36 visits in 1990 to 66 visits in 1994, 
llwlth an average annual gro'/1ith rate of 16.5 percent. The growth in the,number of 
:f\visits per person accounts fdr nearly half (45.2 percent) of the increase in ", 
iJexperiditures over-this time period. 
;1' 	 . "., 

• 	 [ICharges per visit: Between- 1.990 and 1994, the average. cost per home health. 
\:visit increased from $69 to $83, with an average annual growth rate of 4.8 
jlpercent. 'The inc'reased cost:in' service units over this period accounted for 
" 	 ,

iiPproximatelY 16.8 percent of the increase in home health expenditures. 

Betwee,h 1990 and 1994, the average payment per person served increased from 
'\ . . " 

$1 ,892 t~ $3,987, a 20.6 percent average a~nual rate of growth, reflecting increases in the
" .11 ' 	 . '. 

number of horli'~ health visi'ts per user more directly. . . . 
. . 1\' " .'.' . 

{I 

The Growth i~\the Number of MedicareC~rtified Home Health'Agencies . 
• I, 	 • 

, Betwee~ 1980 and 199?, the n'umbe~ of Medicare-certified home 'health agencies more 
. ' . ~ , ' " \' 	 , 

than quadruple~, from ,2,949 agencies in 1980 to 9,120 agencies in 1995?:The most dramatic 

'growth d'urin~ t~is period occurred in 'the nun'lberof proprietary (for-profit) home health agencies 

,-- an 'appare,nt ~~sult' of th~ OBRA 80 ch~nge in law that facilitated Medicare certi~c~tion.of for-

profit provi?ers. 
J
\\, Between 1980 and 1985, fo~ example, the number of for-profi~ agencies . 

increased from ~86 to 1,943 nationwide. Between ,1985 ,~md 199~, the number of for-profit 

agencies more than doubled to 3,951. 
. " ~ '. . ..,' . 

,J,I 
I, 

In 1980, !~or profit agencies represented only 6 ~~rcent ofall Medi~re-certified home 

health age~Cies\\ but by 1995,43 percent of all home healthagenci~s were proprietary (Table 2). 

During this same period of time, both government-owned agencies and non-profit home health 
,. 1\ ' '. . " 	 ',.. . 

agencies declin~\d as a share of the total. Between 1980 and 1995, the share of government-

owned' agenCies:;\,declin~d from 43 percent to 13 percent' and the share of no~-profit agencies 

declined from 3~,\percerit to only 14 percent. Clearly'today, free-standing, proprietary agenCies 

r' 
6Nationai Associ~tion for Home Care, :May 199'7. 
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, i health services. 

Projectrd Growth in Home Health Expenditures I 
Future growth in Medicare home health expenditures liS expected to conti~ue, but the 

rate of continued growth is the subject of some speculation. eso projects that for the period 
, " , I , . 


between 1996 and 2007, home health expenditures will not continue to grow as a share of 


program spending as it has in the past, remaining relatively cbnstant at about'9 percent of total 
i ' 

Medicare spending.7 

I 
'However, it is conceivable that home health services :will not level off as CSO assumes 

and that historically high rates of groyJth will continue into th~ future. If, for example, home 

health expenditures increase on average by 12 percent betv'ieen now and 2007, rather than 9 
, ' I ' ,

percent as projected by CSO, then home health expenditures would grow from 9 percent of total 
I ' 

program spending to more than 12 percent by 2007. Under: this alternative projection, Medicare 
i " 

home health spending 'would exceed $60 billion in 2007 - which is about $17 billion more than 
. I . 

CSO estimated. ' 
, 

7 Congressional Budget Office, The Economic and Budget Outlook: Fiscal Ye~rs 1998-2007, Appendix H: Medicare'Projection. 
January 1'997. I 
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Figure 4 

Distribution of Medicare-Certified Home Health 
Agencies, 1980-1995 

Govemment/Other 
Government/Other45.0% 

15.6% 

For-Profit
For-Profit 43.1% I

6.4% , I 
J

Hospital-based 
12.3% 

Hospitll.b;lsed 
27.2% /'

I1995 

I 
Neto: Gow"."....l'I1/other ,.,.,.. to eChef CM.Ii:Iic: a~ c:trp«I\ed by .. stat•. CQynty. ~. Of iO¢.a) " ..ut 01 govemment. 01 frMstlndng .nc:M". ! 
tJI.r:CSQnalfllOMotOM!'NIjof~$ot~ 
SourtA: ~1tIOnat As.IOanon!tlt ~ Care. "by '"7, 

Non-Profit 
36.3% 

1980 

represent the largest share of 

all home health agencies 

serving the Medicare 

population (Figure 4). 

The growth in the 

total number of home health 

,agencies generally, and for­

profit agencies more 

specifically, appears to ,have 

contributed directly to the 

increases in utilization of 

Medicare-covered home 
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Even\if the eso projections tum out to be correct, home health expenditures will still 

51 " 	 . 
{i 	 . " 

grow at an average annual rate of more than 11 percent per beneficiary between the years 1996 

and 2002, W~iCh is more than twice the pe~ beneficiary growth rate projected by eBO for hospital 
II . " I 

and physicia~ services during this same period of time~ Home health services are therefore 
" 

~ " . " " 

likely to remair a focus of Medicare policy discussions'in the years to come. 
, . 	 ":, 	 ' 
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8Komisar H et al~Medicare Chart Book", Henry J.Kaiser Family Foundation, 1997. 
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Methods and Data Sources 

The present study uses person-level information from the' four years of the Medicare . 


Current Beheficiary Survey (1991-1994)and their related MedicJre claim file~. Univariate and 


bivariate analyses are used to profile the beneficiaries who use ~ome health services and. to 


quantify the level of services they use. Multivariate estimation t~chniqUeS were used to 

: . ' 1 


examine factors that determine the quantity of services used and the relationship of these 

I . 

factors to Medicare's home health expenditures. 

I . 
For the analysis of beneficiaries by the quantity of home health services they received, 

beneficiaries were classified into one of four groups: 1-29 visits; 30-99 visits, 100-199 visits and 

200 or more visits. This categorization permits an examination of utilization and expenditure 


trends and a description of beneficiaries ~hO receive a relativelJ large number of visits (200 or 


more) within a given year. I 

. . , . 

Medicare beneficiaries were also grouped according to their use ofother health care 
: . ! 

services (inpatient hospital and skilled nursing facility) to derive I~ better understanding of their 


medical status and home health needs. These health utilizatio~ groups help to identify distinct 

, . . I 


patterns of service utilization that were found to remain relativeiy constant year after year. Nine 
. .. . I 


distinct service utilization groups were identified which were ultimately collapsed back into three 


groups fdr the analysis in this paper. I 

Group One (referred to as the post-acute group) includ~s beneficiaries ~ho were. 

typically hospitalized once within the year and received home ~ealth services within 15 days of . . I 

discharge from the hospital. Group two (the "mediCaIlY-Complelx~ group) includes beneficiaries 

who used significantly higher levels of inpatient hospital care i~ conjunction with their home 

health care. About h~lf of the beneficiari~s in this group were 'alSO admitt~d to a skilled nursing 

facility (SNF) within the year. Group three (the "long-term ca1e" group) includes medically­

~he database used in this analysis excludes Medicare beneficiariEfs eqrolled in Medicare risk plans· for 
whom home health and other claims data are not available. . I . 
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stable benefjciaries who received home health care"but were neither hospitalized nor admitted I . . ! . 

, to a skilled niJrsing facility within the year. " . . 
;\' ':' 
~t ' . " . ' 

A mqre detailed discussion of these groups, which we refer to as home health episode 

groups or H~EGS, is Included in the Appendix. We believe th~t these groups may be a useful 

tool for, gaini~g ~ more thorough ~nde;stciu;1drng of ,home health beneficiaries' needs, ~nd '. , 

variations in !fheir home he,alth utili~ation a;nd expenditures, The HHE~s may also be helpful in 

constructing;a meaningful prospective payment system. 

1, , 
!\. 
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Findings 

Profile of Medicare Home Health Users 

While Medica~e 's home health' program was originally intrnded as a short-term post­

acute benefit. it has more recently become a significant source of care for seriously ill 

beneficiaries with highly complex'medical needs and for older a~d disabled beneficiaries with 

long-term care needs, 

Figure 5 

Per~ent of Medicare Home Health 

Users and Non-Users with Selected 
, 

Characteristics, 1994 

, 85+ 

Female 

African American 

Below $15,000 

Living Alone 

, Fair/Poor 
Health Status 

3+ADLs 

Medicaid 

0% 20% 40% 60% 80% 

i_Home Health Users 
ClNon-Home Health Users 

The Medicare home 

health population includes 

beneficiaries who are among 

the sickest and most 

functionally, impaired 

segments of the Medicare 

population. They are relatively 

older and poorer, 

predominantly female. and 

more likely to live alone 

compared to other 

beneficiaries (Table 3). In 

1994, one quarter of all home 

health users were age 85 or 

,older; more than two thirds (69 

" percent) had incomes below 

$15,000; two thirds (68 

percent) were female; and one 

third (33 percent) lived alone 

(Figure 5). 

, More than half of all home health users (58 percen~)lperCeived their health status to be 
, I 

fair or poor, compared to 26 percent of beneficiaries who did not receive home health services. , ,I

.1 ',' 
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,Three quarte~b of all home health users (73 percent) had one or more liinitations in activities of 
~' , , 

daily living (AIDL) and nearly half (47 percent) had 3 or more ADL limitations, compared to 31 , a ' ' 
percent and 1;;1,8 percent 'respectively among those who did not receive home health services. 

II ' , 

Medicare beneficiaries who receive home health services were more likely to use the health 


" ' 

care system ~~enSiVeIY and incurred Medicare costs that were, on average, more than 5-times 

, I ' ' 


greater than Medicare costs for beneficiaries who did not receive home health care ($15,321 


and $2,723 r~llspectivelY in 1994). The averag~ home health beneficiary in 1994 received 73 
I ' . 


visits annually1lwith a mean reimbursement of $4,442. 

\\ ' 

':\ ' 

Three Distinct Groups of Beneficiaries Use Home Health Care, ' ' , ' , 

, , Medica;~e's home health population consists 'of the three distinct patient user groups' 

(Figure 6): 
\1 ' 

~ 
, ~I 

~t , Post-Acute Home Health Users: l­I! q The first third of the home health 
, '\\! Figure 6 , population "post-a'cute" group consists of

Medicare Beneficiaries Who Receive 
Horhe Health Care, ,1994 beneficiaries who were hospitalized 

'\
II 

during the, year and in most cases 
iiI' 
I'! ' received home health services, 
1! 
I( immediately after discharge from the' 


"Medically­

, Complex" ~, "Post-Acute" hospital. Thi,s group most closely 


Home Health 
 . Home Health' Users 
'resembles the profile of home health 34.0"1033.0"10 

users for whom the benefit was originally 

conceived and tended to serve up until 

the late 1980's (Tables 4a and 4b) . 

. In 1994, more than half (53 

percent) of beneficiaries in the "post­
, ' 

, acute" group perceived their health status 

to, be fair or poor. ' Two thirds (67 pt;!rcent) 

reported 1 or more ADL impairments. 

"Long-Tenn 
. Care" 

Home Health Users 
33.0"10 

Beneficiaries in this groupused more 
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I 
physician visits than beneficiaries in 

Figure 7 	 j , 

Distribution of Medicare Home Health the "m:edically-complex" or "long-term 

Users and Expenditures, 1994 

,....------.. . -...... ­

long.Term
33% Care . 35% 

Need 

Medically
33% Complex 

Need ' 42.5% , 

Post-Acute 

Care 

Need 


Percent of 

Medicare Home ' 


Health 

Expenditures 


Percent of 

Medicare 


Home Health 

Users 


. i 
care" group, while using substantially 

! 
less h/osPital care. t,han beneficiaries in 

the ""?edically complex" group. Also, 
i 

in 1994, beneficiaries in the post­

I 


acute: group tended to be younger 

and ~ad higher incomes than other. 

Medicare beneficiaries who receive 

hom~ health services. 
I
I 'In 1994, this post-acute group 

accqunted for one third (34 percent) 

of th1e total Medicare home health 
I 

. I 	 . 

•pop~lation but only a fifth (22.5 
I 	 . 

perrent) of all.1994 home health 

exp,~nditures (Figure 7). The 

I 


average "post-acute" home health 


beneficiary received 47 visits, with nearly two thirds (64 perc~nt) recei'ving less than 30 visits per 
I 

.. 1 

year, 25 percent receiving between 30-99 visits, 6 perc~nt receiving between 100-199 visits and 

about 5 percent receiving 200 visits or more. The average ~edicare home healt'h expenditure 

for beneficiaries in this group was $2,957 in 1994. . I .' . . . 
j 

'I 

, Medically-Complex Home Health Users: Another third (33 percent) of Medicare's home 
I' ­

health'population in 1994 were seriously ill' patients with complex medical problems. These· 
I ,

beneficiaries, compared to all other home health users, reciived substantially more hospital care 
I 

and, in the case of about half of this group, were also admi~ed to a skilled nursing facility within 
'. Ithe same year. 	 I 

I 
I 
I " 

Be~eficiaries in the "medically complex" group we rei also more likely than other: home 
, 	 I; 

health users to be inpoor health and have significant funCtional impairments. Two thirds of all
i '. 

beneficiaries in this group (67 percent) perceived their health status to be fair or poor and 83 

~ 	 , , 17· I . 
I 
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percent had 1\ or moreADL impairments, "Medically-complex" home health users are more 

likely than ot~ers to r~ceive their care from a non-profit home health agency. 
~ , ' 

;\ ' 

, In 199t, this "m~dically-complex" group accounted for 42.5 percent of all home health 

expenditures ':('lith average Medicare home health expenditures of $5,736 per beneficiary. The 
Ii ; , 

typical benefi~lary in this group received 9f home health visits in 1994, with a third receiving less 

than 30 visits, \\another third receiving between 30-99 visit~, 17 percent receiving 100-199 visits 
II , ' 
I ,

and 15 perceriJ receiving 200 or more visits'in 1994, 
, ~ 0 

~ 0 '" ' , 

Within ~he "medically complex" user group, there were differences in home health' 
~ . 

utilization and expenditures that depended ~pon whether or not the benefiCiary received care in 
U ,

a SNF. Bene~ciaries who were also admitted to a SNF during the year received substantially 
" 

fewer home he~lth visits than beneficiaries without SNF care (70 vs 114 home health visits, 
~ ,,', 

respectively)." rAs a consequence, 8veragehome health'expenditures for beneficiaries with SNF 
:.\ . 


care .were substantially lower ($4,410) than for beneficiaries who did not receive SNF care 

d • ' 

($7,151), sugg~sting a substitution effect. ' , 
~ , i,I . 

. If " . , \ 
, II, , 

Long-TJirm Care Users: In 1994, the' remaining third (33 percent) relied on Me'dicare's 
. 11 " 

o home health benefits to help meet their lo'ng-term care needs. These beneficiaries had higher 
• ~ , I , 

leveis Offuhctioralimpairmehts, but appeared medically-stable. They had neither hospital nor 

skilled nursing facility (SNF) care and fewerthan the average number of physician visits within 
.L t . 

the year. Wherilcompared to other home health users, beneficiaries in this group were more 

likely to fall withir the low~st income levels (20 percent had incomes below $5,000) and live 

, alone (39 perce&t).The increasing role of Medicare's home hea'ith benefit asa source of 

','11 ' ' 
 0 0 

long-term care for chronically ill beneficiaries confirms the findings ofearlier studies.l0.11.12 
II 

1\ 
,0 'j\

'I 

' '" " " " ' 
IOSishOp, Christina and Kathleen Skwara, "RecentGrowth of Medicare Home Health," Health Affairs, 12 

,(FaIl19~6):95-110,,~' , .' ',' . ,0;, 

, Iil; . 
IIWelch, G.H., v.{rnnb~rg, D.E., andW.B. Welch, "The Use of Medicare Home Health Care Services," The 

New England Joumal of MediCine, 335:5 (August 1, 1996):324-329. 
I'

i! ..", . '0 

12Kenney. G. and 1M. Moon, wReining in the Growth in Home Health Services Under Medicare," The 
" ' 

Commonwealth Funa, May 1997:. 
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In 1994, the "long-term care" group of home health users ~qcounted for 35 percent of 

total home health expenditures with average Medicare home health expenditures of $4,671 per , ,,' I, , 
beneficiary. Beneficiaries in the "long-term care" group received on average 81 visits in 1994, 

which is about 10 Visits fe~erthan benefici,aries in the "mediCaIlYlcomplex~ group received, 

However, beneficiaries in the "long-term care" group received, on average, substantially higher 
, 	 II 

, numbers of home health aide visits than beneficiaries in the medically-complex, group, but fewer 
, 	 I 

skilled nursing visits. , I· 
I 


Since 1991 the share of all home health users in each of the above categories has 


remained remarkably, constant. " . ,,' I' , I " ; , 


Beneficiaries Who Receive 200 or More Home Health Visits 

,We examined the characteristics of 
I 

beneficiari,es who received 200 or more visits , 1 Figure 8 

Distribution of Home Health 
and compared their characteristics to I 

Beneficiaries and Expenditures by 
beneficiaries who received fewer services, Number of Visits Received. 19~4 
because these "high utilizers" account for a small 

1but growing share of the home health population 9.9% 
1 

and a disproportionate share of Medicare's home I 23,3% 
50,6%health expenditures. In 1991, only 4 percent of I 
I 

Horne Health 
VIsitsall home health users received 200 or more 

01·29 

030-99 

0100-199 

visits, and accounted for 19 percent of total 

.2OC)+Medicare home health expenditures. By 1994, 

10 percent of all home health users received 200 

or more visits, and accounted for 43 percent of . , 

totalhome health expenditures (Figure 8). 

Beneficiaries with 20Q'or more visits in 

1994 received on average 323 visits which is ' I' , 
more than 4-times the number of home health visits received oy the average beneficiary (73 
, ",,' ,,! ' 
visits in 1994). Beneficiaries in this "200':'plus high use group received 1 01 skilled nursing visits 

'I ' ' 
(more than 3-times the average) and 17 physical therapy visits (more than twice the average). 

i , '. 	 19 I' 
, 
I 



. . Figure 9 '.' ,,' 

Number' d Type of Home Health Visits Received: 
omparison ofHigh Utilizers and 

rage Home Health Users, 1994 

."Hig~ Utili~ers" (200+ Visits) ,400 
OAverage Home Health Users 

300 

200 

100 

17, 7' 
o q

All Service Skilled Home; " Other
TyPes Nursing Health Therapies 

if ,Aide and Social' 
Services':\ ' 

I 

However, the most 

significant difference was 

, in the use of home health 

aides. Beneficiaries with 

. 200 or more visits per year 

received an average of 

206 home health aide 

visits within the year, 

compared to 36 visits for 

the average home health' 

beneficiarY (Figure 9). 

The a~erage Medicare payment for' home health services provided to beneficiaries with , 'I" ,."..' '. 

200 or~ore iiSits in 1994 was $18,435, w~ichis more than 4-times greater than the mean 


reimburseme&t for all home health recipients ($4,442 in 1994)." . . , 

. " . .:f . ".
j, . . , . 

,When\\compared to the average 1994 home health users on a bivariate level, . 

beneficiaries who received 200 or morevisits were in poorer health and had significantly higher 
~. .' . . 

levels of ADL1,impairments (Tables Sa and 5b). They more frequently experienced multiple 


hospitalizatiods within the course of the ye$r followed ,by long episodes of home health service 
" " 

use., They w~re more likely to have lower incomes, to be African-American and female. They 

were also mo~e lik~ly to be covered under Medicaid .andless likely to be covered under Medigap 

insurance (Fidure 10). ' ,,' 

"i!
\1 

" ),t .,' .'~ ,I... . 

Benefi,fiaries with 200 'or more home health visits in 1994 were more likely to'have 


received their:!eare from a for-profit home h~alth agenc:j3. Home health agencies that were 

i . ., 

hosPital-base~ agencies were not found to be more likely to provide care to people who received 
:i 

200 or more visits. Hospital-based. agencies, provided home health services to nearly one third 
Ii 
:I 
'd 

. Ii' ,. . 
.' 13Thesefindiipgs ar~ confirmed by Health Care Financing Administration program st~tistics that 

show for 1994, Jhe average number of visitswas 66 per person served, while the average number 
of visits per per~ons serve~ by proprietary a~encies was nearly 9,2. 
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of all home health recipients (31.8, 

percent) in 1994, but less than a quarter 

(22.2 percent) of those with 200 or more 

visits. 

Nearly half (47 percent) of all 

benefici~ries who received 200 or more 

home health visits were in the "medically· 

complex" g'roup. Another 38 percent 

were in the "long-term care group". Only 

a small share; 15 percent, were in the 

post-:acute; category. 

Determinants of Receiving 200 or More 

Home Health Visits 

A multivariate model was used to 

identify factors that explain the numberof 

, ' I' Figure 10 

Percent of Medicare Home Health, 
Users with Selected Characteristics 

(Comparison of "~i9h Utilizers" and Average . 

, Home Health Users, 1994 ) 

• •••••••••• 76.4.A.FelNle 
I----+-----.....J 68.1% 

African American 

80.21% 
Below $15,000 

$outll .iiiiii.iiii~= 

FairlPoor 

Healtll Status 

'iiiiiiiiiiii••• 76 6'A..3+ADLs ~ 

Medicaid .iiiiii~~ 
2+ Hospital 

Admissions' 

40% 60% . 80% 100% 

_;'High Utilizers" (200+ VISits) 

ClAverage Home Health Users 

0% 

Ihome health services received within a I
I . , 

year while controlling for the simultaneous effects of other variables associated with home health 

use. This modeling technique estimates the prqbability that a pJrticular characteristic increases 
. , I 

the person's likelihood of being in the high or low home health use group. Table 6 shows the . ,. . I . 

marginal probabilities of being in the high use group (200 or mo~e visits) and the low use group 
• • , ' • r I. 

(1-29 visits) for ~tatistita"y significant characteristi~. 

Determinants of Low Use (1-29'visits): Home health recipients wh~ received fewer than 

'30 visits a year were less likely than other home health users to! perceive their health status' as 

fair 'or poor. or-hey were less likely than other home health use+ to have functional impairments 

(require assistance with bathing) ..Also" beneficiaries in this gro1up were less likely than other 

home health users to have, medically-complex needs. They were less likely to be among users 

with ~. or more hospital ~dmissions and home health ~pispdes ~nd less likely to begin rec,eiving 

home health services after an extended gap following hospital ~ischarge (where services start 
. , I, . 

16-45 days following discharge) •.a pattern appearing to be ass6ciated with medically complex 
. I . ". I . . . 

i . 
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cases'. , Ben'~~ciaries in this low us~ grciupwere ,less likely to be male, African:'American, 85 

years of age ;~r older, or 'to live'in the South. They were also less likely to receive services from 
1, ' 


proprietary h9me health agencies rather,tha)1 government-owned or non-profit home health 

j\ ' ' " 

agencies. wren other factors were controlled, hospital-based agencies showed no effect. 

. li ,'- ", 

Deter~inants of High Use (200 or ~ore visits): Beneficiaries who received 200 ,or more 

visits annuall~ were m~re likeiy to 'h~ve functional impairments (require assistance with bathing). 
!i ' , " , '. , 


They were sJbstantially more likely than other home health users to receive 'home health ' 

n ,:" , 


services inc6njunctioi1 with multiple hospitalizations, more likely to receive services beginning 


several week~ after discharge from the hO~Pital, and less likely to receive home health services 
. ~l' . '. . . . ,. 

immediately ~pllowing discharge from the hospital. ,Beneficiaries who were African-American 

and benefici~hes living in the South were more likely than others to receive 200 or more visits. 

, The finding of: 
" 

higher home health utilization among beneficiaries in the South is consistent with Ii ':"; , 

other studies;:14 ' 


,: ,', 1( 
I, 

ii, . '. . 


In thel,multivariate model, the presence of supplemental health insurance (Medicaid or 

'Medigap) wa~ not associat~d with higher I~~els of home health utilization:' Because there are no 

coinsurance ~equirementsfor home health:services that could create financial barriers to,ciue', it 
",I , ' : " ,

is not surprisil1g that supplemental insurance has no effect on utilization of services:' , 
, "'11 .',',',: " " ' ' 

'\V ' 
JI .. •t' 

We fo'und that beneficiaries who received care from a for-profit home health agency were 

more likely to:lreceive 2000r more ~edica~e-co~ered home heal~h Vis~ts, eve~ ,after.controlling 


for the effects of health status, functional status and demographiC variables. We 'did not find a 


statistically sitnificant relationship between, intensity of home health 'service utilizatio~ and" , 

, if ' " ' 

whether or n~t the agency was free-standing or 'hospital-based. " . 
, il '.' , . 

t • H " " • ' 
DeterminantS of Higher Home Health Expenditures ' 


" 
oJ'. . 

We d~veloped a multivariate model' to identify statistically significant factbrs that explain 

Medicare ho~e health expenditures while controlling for the simultaneous effects ofother 
rl " 


'variables. The model identifies the ,following conditions or patient characteristicS:, patients who 

'\' ,

i! 

" 
:I 

14Schore, Jer\~nifer. Regional Variation in Medicare Home Health, Mathematica Policy Research Inc., 1996. 
~~ I 
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require assistance with bathing; patients who experience.multipl~ hospitalizations; patients who 

are of African~American decent; patients who receive routine ho~e health immediately:following 

hospital discharge; and patients who receive care from proprietJry agencies. Table 7 presents 

the actual 'dollar amount each statistically significant factor added to (or 'subtracts from) 
, I ' 

Medicare's average annual p~r person home health cost in 1991' The Table also presents the 

aggregate, amount contributed by each variable to total home hrlth expenditures.in tQQ4.. 

The Impact of For-Profit Home Health Agencies on Medicar~ Expenditures 
. I 

The fact tha.t the care was provided by a for-profit home health agency, rather than a 
I 

government or not-for profit agency,. increased the average ann~al cost of Medicare home , 

health expenditures ($4,442 in 1994) by $1,064 per benefiCiary.! This addition~1 amount is the 
, I,· 

net increa'se in Medicare home health costs for services provid~d ~y proprietary agencies. after 

controlling for the effects of health and functional status, age, g~nder, race, income, living .' 

arrangements, race, geographic location, and use of hospital arid skilled nursing home services. 

In 1994. this higher per patient cost of beneficiaries served by ~roprietary agencies added more 

than $1 billion to overall Medicare home ~ealth expenditures. 

The finding of a :positive and statistically significant'relati'onship between for-profit agency 

status and increased home health utillzationand expenditures confirms a similar recent finding 
16by the GAO.1S

. This study also quantifies the effects of for-pro~t agency status on overall home 
I ' 


health expenditures, while controlling for the effects of other variables. By controlling for the 
. , . 
effect of other factors, our study suggests that the growth in util!ization is the result of agency 

ownerShip, rather than whether the agency is hospital,"based. Ihour multivariate model. 
, I ' . . 


hospital-b'ased agencies were not found to be more likely than free-standing agencies to 


gen~rate.higher levels of services and expenditures. 

ISUnited States General Accounting Office, Medicare Home Health tlltilizationExpands While Pr~gram 
Controls Deteriorate (GAO/HEHS-96-16), March 1996. I 

16Kenney and Moo'n (1997) also reported higher utilization of servicJs by patients served by proprietary 

agencies. , . : . , ,I. '" 
, I ' 
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Other Facto~ Associated with Home Health Expenditures 
:I ," 

Not s~rprisingly, beneficiaries who have poor functiqnal status and beneficiaries with 
),i • ­

complex medical needs Were more likely than other,home health usersto receive the greatest 
;1 ': ' 

number of ho,me health benefits and account for- higher levels of Medicare home health 

expenditures~l Medicare's home health expenditures were $2;898 higher' for home health users 

who requiredl1assistance with bathing than for those who'could bathe independently. Medicare 

home health ~xpenditures were $2,647 hig:her for home health users who were medically 
II ' . 

unstable, eviqenced by multiple hospitalizations during the year, than for other home health 
:1 ' 

users. Bene~,ciaries'who received home health services immediately after discharge from the 

hospital, the 1bost-acuten users, incurred home health expenditures that we~e $1,534 below the 
\1 

average. 11 

11 
Ii 


, :..' 
 Less i:~tuitive, however, is the finding of higher than average home health expenditures 
" 

among _Afric~h American beneficiaries. African Americans incurred expenses that were on 

, average $1 '2~5 greater than the m~an, even after controlling for he~lth .. functional status, 

income, region, and other factors. There is some speculation that African Americans are less 

, likely than ot~ers to live in areas where nU~Sing homes are available and therefore more likely to 
, I ' 

rely on nonin~titutional home health services.' There may aiso be cultural"aversionsto 
i[ , " , 

, institutional,c~re resulting in stronger preferences for home and community-based services. 
II 
11
'. 

II 

ii


Future Research , 

This r~search focuses only on Medica're expenditures for home health c~re. ,Extending 

the analysis ~h examine total expenditures'for all Medicare-covered se~ices would provide a 
'~ , ' , 

measure of t~e typical home health user's ,impact on the total Medicare system. We found that 
II . " . " 

total Medicare costs for home health users were more than 5-times greater than Medicare costs 
~ ,,' 

for beneficiaries who did not receive home health care ($15,321 compared to $2,723' 

reSPectivelY)!; Certainly some of this additional cost is the direct result of the costs of home 

health servi~s. themselves. What is yet to be determined is whether certain patterns of home 

care use - 'SU;fh as care delivered by hospital-based systems and for..:profit agencies - affect use 

, of other Med\Fare services and overall Medicare expenditures. Ident\fying the impact of home 

II 
1i 
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health agency attribute.s on total Medicare outlays will be an imp?rtant next step in 

understanding changes in the home health care market for public policy formulation .. 

Implications of Findings .i 

. '. .' I .. 

As ~OliCY makers look towardthe home health benefit aSia source ofpotential Medicare 

'savings, this study provides new information that explains the factors that drive home health' . 
'. . I . . . 

expenditures and describes the characteristics of Medicare benrficiaries who use home health 

services. The findings provide new evidence to assess the implications of potential policy 

changes. in the structure of Medicare's home health benefit. 

Clearly, Medicare home health coverage is no longer sirljlply the short-term post-acute 

benefit as 'it was originally intended. Only a third of all beneficia'ries who receive home health 

. services received their care immediately following a hospital diSbharge. The remaining two' 

'thirds of home health users rely on Medicare's home health be~efit to assist with their recovery 
. . I. 
from more complex and ongoing medical problems or usehonie health services' to help meet 

their long-term care needs. Our findings support the growing bbdY' of evidence confirming the 
. j. 


evolving role of Medicare's home health benefit as a safety neffor elderly beneficiaries' with 
I.' 

long-term' care needs. Our findings ~Iso go further by differenti~tiri9 the ~cutely ill patients into . , 

those ne~ding short-term acute post-hospital care and those who are seriously ill and require . . I 


on-going home health services. I··. 


, .' "I '. 

Efforts to pare back the Medicare. home health benefit ~p short-term post acute-care 
I . 

would clearly impact some of the most vulnerable segments of the Medicare population who 

either have complex medical problems or significant long-:term care·needs. While such a move 

would conform the benefit to its original intent, it could also leave significant gaps in coverage for 

Medicare's oldest and most frail beneficiaries. 

Likewise, imposing copayments on beneficiaries who rkceive more than 100 visits to 

discoura~e utilization (21 percent of all home health users ) W~Uld disproportionately impact the 
. , '. I 

near poor who do not qualify for Medicaid but are unable to afford private supplemental Medigap 
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insLirance. IfI copayments are imposed, protections for 'Medicare's poor and near-poor will need 
~ . . . 

to be strengthened. A new copayment would be unlikely to affect utilization levels among Ii .' , . '. . 

beneficiariesiwith supplemental insurance to cover Medicare's coinsurance, but could result in 


:1I ' 

higher monthly Medigap premiums as insurers pass through their higher costs to enrollees. 
,1 . ,II' , 

!l 


I )1, 

. For b¢neficiaries who are eligible for Medicare and Medicaid, efforts to scale back the 

quantity ~fs~rvicesdirectIY or through co~ayments would impact state expenditures for long­

term care se~ices. A significant"sh~re of beneficiaries who receive high levels of home health 

care are als~: entitled to Medicaid. If Medi~a~e home health benefits were signi~cantly 
tI " 

constrained'lfhese dual eligible beneficiaries woul~ turn to Medi,caid ·for coverage which would 

have financi~,1 implications for States. 

ii, , 


If ' . . . .... , , 

Finall~, our finding of substantially higher Medicare costs associated with the delivery of 
;1 

home health ;~ervices by for-profit home health agencies b~gs for additional government 
11 

oversight. T~e finding of $1 billion in Medicare payments to proprietary home health agencies in 

'1994 - that &1nnot be explained by the health status, functional status, living status or other . 
I . . 

beneficiary c~aracteristics - offers promise as a potential source of Medicare savings. Clearer 

guidelines ar~ needeq to define the circum~tances under which Medicare. will pay for higher 

II 


numbers of hbme health visits per beneficiary. 

. I' 
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Table 1. Medicare Home Health Utilization and Expenditure Trends, 1990-1994 
i ' . ',\ 

I , 
Year Persons per 1.000 Visits per Charges Payments Home Health as a % of all 

Enrollees Person per per person Medicare Program 
SeD£ed ~isit SeD£ed E!a~Dle!lls 

1~90 57 

1991 64 
1992 70 
1993, 79 

1994 86 

36 

45 

53 
57 

66 

69 
71 

75 

81 

83 

$1,892 . 3,7 

$2,397 .4.8 
$2.955 6.1 
$3.389 7.5 
$3,987 .8.6 

iYear to Year 
Increases '1 

1990 to 91 .12.3% 25.0% 2.9% 26.7% 29.7% 
1991 to 92 9.4% '17.8% 5.6% 

! 
I 

23.3% 27.1% 
1992 to 93 12.9% 7.5% 8.0% .14.7% 23.0% 

1 I 
1993 to 94 8.9% 15.8% 2.5% ! 17.6% 14.7% 

Average 13.1% 16.5% 4·8% 20.6% ,,23.6% 
Annual I 
Growth Rate 

Source: Health Care Financing Review. Medicare and Medicaid Statistical Suphiement. 1996 . 
I 

I 

Table 2. Number and Percent Distribution of-Home Health Agencies, 1980'-1995 
. r . )I . 

I 

1980 1985 
I 

199 
1 
0 1995 

Agency 
Type I 

number % number %. number 
\ 

% number % 

For- Profit, 186 6.4% 1,943 32.5% 1,884 '33.0% 3,951 43.0% 

Non·Profit 1,062 36.3% 1,405 23.5% 1.231 21.6% .' 1,282 14.1% 

Government 1.260 43.1% 1.205 20.1% 985 117.3% 1,182 13.0% 
I 

Other 57 1.9% 153 2.6% 109 I 1.9% 235 2.6% 

Hospital-
Based 

359 12.3% 1,277 21.3% 1,486 
i 
1 
26 . 1% 2,470 27.1% 

Total 2.924 100% 5,983 100% 5,695 i 100% 9,120 100% 

Note: numbers may not add to 100% due to rounding. 
Source: National Association for Home Care. May 1997. 



Table 3. Characteristics of Medicare Hornell Health Users 
. . . and Non-Users, 1994. . 

Characteristics 
Age 


< 65 

65 to 74 

75 to 84 

85+ 


Female 

Race 

White 

Black 

Hispanic 

Other 


Income 

$5.000 or less 

$5.001 to $15.000 

$15.001 to $25,000 

$25.001 or greater 


Medicaid eligible 

Private Medigap policy 

. Household composition 
Living alone . 
Spouse only 
Others in home 

Region 

Northeast 

Midwest 

South 


West 

Urban Location 

Those in SMAs 


Fair/Poor Health Status 

Chronic Conditions 

At least one 


Functional status (ADLS) 
NoADLS 
1-2ADLS 

3-4ADLS 

5-6ADLS 


Difficulty bathing 

Medicare Beneficiaries 

Who Receive Home Health 


Services 

(cases= 1462) 

(wgt n=2.711.625) 

6.7 %.... 
29.0 ... 
39.4 ••• 
24.8··· 

67.7··· 

81.1 % 
11.9 .. 
5.5 
1.5 

14.3 % 
54.4 ••• 
17.0·.... 
14,4 ••• 

23.8.%. 

70.1 % 

32.5 % ••• 
30.0 ... 
37..5 ••• 

25,6 %". 
22.5 
38.4 
13.5 ... 

72.3 % 

57.8 % ••• 

83.9 % 

27.1 %... 
26.0 .... 

20.5·"· 
26.4 . ­

53.6 %' .... 

Medi~are BeneficiJrieS 
Who Did Not Receive 
Home Health Services 

I 
(cases=14.557) I 

(wgt n=31.967.079), 

l 
11.2 IYo 
49.0 I 
30.31 

9.6 i 

56.3 \ 

I 

I 

83.8 % 
8.46 I 
5.92 . 

1.79 \. 

, 

9.5 % 

40.6 \ 
22.2 

I27.7 

13.2 °io 

76.1 % 

25.1 % 
44.1 
30.8 

I 
! 

21.1 % 
24.7 j 
35.2 

19.0 

.'74.1o/J
I 

I 
26.4 % 

I 
I 

68.1. % 

69.0 j
19.2 

6.2 
5.6 

14.5 0/) 

Total 

(cases=16.119) 

(wgt n;;34.675.512) 

10.8 % 
47.4 
31.0 
10.7 

57.2 

83~6 %. 
8.7 
5.9 
1:8 

9.9 % 
41.7 
21.8 
26.7 

14.0 % 

75.6 % 

25.7 % 
43.0 
31.4 

21.5 % 
24.6 
35.4 

18.6 

74.0 % 

28.8 % 

69.3 % 

65.7 %. 
19.7 

7.3 
7..3 

17.5 % 

p<.05. ·"p<.01. -"p<.001 Home health users compared to other beneficiaries. 
Source: Medicare Current Beneficiary Survey, 1994 
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Table 4a. Characteristics of Medicare Beneficiari~s Who Receive Home 
, Health Services by User Group, ~ 994 . 

"Post-Acute" ··Medically.complex"I "Long_Term" 
Home Health Home Health Care Home TotalT 

Users" Users IHealth Users 
(cases=426) . (cases=444) t (cases=472) (cases=1342) 

Characteristics (wgt n=838,032) (wgt n=815,741) (wgt n=823,595) (::::lilt n=2.477.368) 
Age 

< 65 
65 to 74 
75 to 84 
85· 

Female 

Race 

White 

Black 


Hispanic 


Other 


Income 

$5.000 or less 

$5,001 to $15.060 


$15.001 to $25.000 


$25.001 or greater 


Medicaid eligible 

Private Medigap policy 

Household comp~itlon 


Living alone 

Spouse only 

Others in home 


Region 

Northeast 

Midwest 

South 


West 

Urban Location 

Those in SMAs 


FairlPoor Health Status 

Chronic Conditions' 

At least one 


Functional status (ADL Impairments) 
Mean number ADLs 

Mean for those with at leastone 
NoADLS 
1-2ADLS 


34ADLS 

5-6ADLS 


Difficulty bathing 

7.1 0/0 
32.6 
40.7 
19.6 ... 

66.7 0/0 

82.1 0/0 
10.8 
5.0 

2.1 

11.40/0 
49.8 • 

20.6 

18.2 

1'8.9 0/0 

74.8 0/0 

29.8 0/0 
36.7 
33.6 

26.5 0/0 
24.1 
36.4 

13.0 

73.1 .% 

53.1 0/0 

81.5 % 

2.2 
3.3 

32.8 
27.1 

19.6 
20.5 • 

46.9 0/0 

5.3 0/0 8.0 0/0 6.8 0/0 
26.4 23.8 27.6 
40.9 38.7 40.1 
27.4 29.6 25.5 

47.7 0/0" 68.5 0/0 68.1 0/0' 

82.6' 0/0 78.5 'Yo. 81.1 0/0 
11.3 13.2 11.8 
5.0 6.7 5.6 
1.1 1.7 a 1.6. 

11.5 0/0 19.6 0/0 14.3 0/0 
'60.0 56.7 55.5 
17.7 12.3 • 16.8 

10.7 11.5 13.5 

26.2 % 27.0 0/0 . 24.0 % 

72.0 0/0 63.2 %" 70.0 % 

28.8 % 39.0 0/0" 32.7 0/0 
27~3 25.4 29.8 
43.9 35.7 37:6 

28.1 0/0 21.6 % ~5.4 % 
23.1 21.0 22:8 
34.0 42.9 37.7 

14.8 14.5 14.1 

74.2 % 71.0 % 72.8 0/0 

66.6 0/0 54.3 % 57.9 % 

86.8 0/0 84.5 % 84.2 % 

3.1 ... 2.5 2.6 
3.7 3.5 3.5 . 

16.9 26.2 25.4 
23.8 27.7 26.3 

23.8 19.9 21.1 
35.5 26.2 27.3 

66.7 % 53.3 % 55.5 % 

p<.OS. -1'<.01, -p<.001 compared to row 10tals 

'Yearty lotal number of case5 for the Home Heann Episode Gtoup tableS are smaller lIIan the yearly totalS for the 'Use intenSity Tallies' (Tables Sa &sill because 

of defin,ijon.al requirements oftne HHA ONLY. the IP no HHA poslIP. and the 1·IPIHHA episode 15 days posliP groups. I 

Source: Current Medicare Beneficiary Survey. 1994; and Medicare Claims Data . 
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Table Ab. Service Utilization and Expenditures of Medicare 
, . B f···· I'. ene IClarieS .! . 

Who Receive Home Health Services by User ilGroup,1994 
"Post-Acute" "Medi.cally-Complex" '~Long-Term" 

. Home Health Home Health !care Home 
Users Users ~ealth Users 

Health Service Use (cases=426) (cases=444) (cases=472) (cases=1342) 
. Patterns and Expenditures (wgt n=838,032) .(wgt n=815,741) (wgt n=823.595) (wgt n=2,477,368) 

I 
Mean reimbursement'for home health visits1 $2,957·· $5,736 .~ 	 I $4,671 $4,442 

i 
Total reimbursement for 1994 (in millions) $2,478 $4,679 $3,847 $11,004 

Mean number of home health visits1 	 47.0···· 91.0 80.5 72.6 
Number of skilled nursing visits' 19.0··· 41.0 • 29.6 29.8 

Mean reimburSement $1,918 .... $4,212 $2,984 $3,028 
Visits to patients with 1 or more skilled visits 2 20.0··· . 42.0 32.1 31.7 

Mean reimbursement $2,050·... $4,340 $3.230 $3.218 

, 45.4 35.7 
Mean reimbursement $1,343 •• $2,518 

Number of nome health aides visits 1 	 21.0 •• 41.0 
$2,802 $2.215 

Visits to patients with 1 or more nurse aide visits 2 45.0·· 67.0 98.6 69.9 
Mean reimbursement $2,910 •• $4,043 $6,082 $4,340 

Visits to patients with 1 or more skilled nurse visits 2 26.0 ••• 47.0 40.5 39.0 
Mean reimbursement $2,637 ••• $4,737 $4,114 $3,958 

5.4 7.1 
Mean reimbursement . $753. $993 

Number of phys. therapy, soc. services, occ. therapy' 7.0 9.0 
$577 $773 

Physical therapy, social services, occ. therap/ 14.0 . 15.0 12.5 14.0 
Mean reimbursement $1,520 $1,626 $1,328 $1,517 

$199 $177Supplies (Mean reimbursement) 	 $101·' $232 

Ownership of agencies (percent distribution) 

Voluntary non-profit 52.1 58.9 . 
 50.9 55.0 
Proprietary 36.4 33.1 41.2 36.9 
Government 8.4 8.0 7.9 8.1 

27.8 32.0Hospital-b~sed agencies . 	 34.5 33.7 

Hospital utilization , 

Total number of inpatient days 8.4-- 23.4 • n.a. 17.4 

Average length of stay 8.8 9.4 n.a. 8.7 

Inpatient days tied to episode of home health 9.0 .... 15.8 n.a. 12.4 

Average length of stay/episodes 2,1 ... 9.3 
 n.a. 9.1 

7.4 8.6Mean number of doctor visits 	 9.7 8.8 

Home health intensity levels (percent distribution) 

1 - 29 visits' 64.4 % 33.0 % 
 49.0 48.9 % 

30 - 99 visits 25.0 35.9 26.1 29.0 
100 - 199 visits 	 5.9 • 16.5 13.1 11.8 

\200 or more visits· 4.7· 14.6 11.9 10.3 
\ 

1 for those with at least one HHA visit 

2 for those with at least one type of this visit \ 
. p<.OO1 compared to. row totalS'. . I . 

r Yearly total number of cases for the Home Health Episode Group tables are smaller !han the yearly totals for !he 'Ul!e Intensity Tables' (fabies Sa & 5b) . . 
because of definitional requirements of the'HHA ONLY. !he IP no HHA post IP, and ihe 1-IPIHHA episode 15 days pOst IP groups. 

Note: Percentages may not add to 100 due to rounding. 

Source: Current Medicare Beneficiary SUTVey, 1994; and Medicare Claims Data 
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Table Sa. ,Characteristics of Medicare Beneficiari~s Who Use Home 

Health Services by Number of Visits Rec~ived, 1994 


i 
1-29 visits 30-99 visits 100-199 visits 1200+ visits Total 

(cases=711 ) (cases=423) (cases=170) .,(cases=158) ( cases=1462) 

(weighted (weighted . (weighted I (weighted (weighted 
Characteristics n=1,372,977) n=772 ,647) n=302,003) n=263,998) n=2,711,625) 

Age 
< 65 7.8% 5.6% 5.0 % 
65 to 74 .30.6 24.2 27.6 
75 to 84 39.0 43.3 36.0 
85+ 22.7 27.0 31.5 

Female 65.0 % 70.0 % 69.2 % 

Race 
White 86.2 0/0 77.9 % 81.5 % 
Black 7.4 14.2 12.8 
Hispanic 4.9 6.1 4.1 
Other 1.5 1.7 1.6 

Income 
$5,000 or less, 14.0 % 13.9 % 12.3 % 
$5,001 to $15;000 52.9 56.2 59.1 
$15,001 to $25.000 16.9 17.2 18.3 

$25.001 or greater 16.3 12.8 .10.3 

Medicaid eligible 20.7 % 23.0 % 31.3 % 

Private Medigap policy 70.3 % 72.7 0/0 73.3 % 

Household cOn:'position 
Living alone 34.0 % 34.1 % 26.4 % 
Spouse only 33.4 27.7 30.1 
Others in home 32.7 38.2 43.4 

Region 
Northeast 29.4 % 24.4 % 20.4 % 
Midwest 23.5 23.9 23.5 
South . 29.9 40.8 44.2 
West 17.2 11.0 11.9 

Urban Locatjon 
Those in SMAs 74.1 % 73.5 % 68.8 % 

7.8 % 6.8 % 
23.0 .27.6 
41.3 40.1 
27.9 25.5 

76.4 %' 68.1 % 

64.8 % 81.1 % 
24.4 11.8 

8.8 5.6 
1.9 1.6 

19.0 % 14.3 % 
61.2 55.5 
13.5 16.8 
6.3 a 13.5 

34.5 %' 24.0 0/0 

57.5 %' 70.0 % 

29.9 % 32.7 % 
18.4 ... 29.8 
51:7 ... 37.6 

15.8 %' 25.4 % 
15.5 22.8 
58.0 .... 37.7 
10.7 14.1 

68.8 % 72.8 % 

I 

69.7 %- 57.9 %FairlPoor Heal~h Status 51.4 %' 58.6 % 73.0 %r 

Chronic Conditions 1 
At least one' 81.S % 85.5 % 89.9 %~ 86.8 % 84.2 % 

Functional status (ADLS) I 
Mean number ADLs 2.0 ... 2.8 .... 3.4j 4.0 -- 2.6 

Mean for those .with at least one 3.5 3.9' I 4.2 -- 3.53.2 •• 

NoADLS 36.S .... 18.7 .. 13.2 1 4.8 a 25.4 
1-2 ADLS 27.1 28.5 26.0 16.3 • 26.3 
3-4ADLS 18.0 26.0 16.9 26.8 21.1.1 
5-6 ADLS 18.3 26:9 44.0 'r 52.0 -- 27.3 

I 
Difficulty bathing 39.7 %' 61.2 % n.8%~ 89.3 %'" 55.5 % 

·p<.05. "p<.01. ·"p<.OO1 compared to rem totals 

Note: Percents may not add to 100 due to rounding 

Source: Current Medicare Beneficiary Survey. 1994; anC! Medicare Claims Oata 
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Table 5b. Service Utilization and Jependitures 
of Medicare Beneficiaries Who Use HOn1e Health Services 
, by Number of Visits Receive~, 1994 

i 
1·29 visits 30-99 visits 100~199 visits 200+ visits All 

Health Service Use (eases=711) (cases=423) (cas~=170) (cases=158) (caseS=1462) 
(weighte 
d n=1,37 (weighted (Wei~hted (weighted ' (weighted 

Patterns and Expenditures 2,977) n=772,647) n=302,003) n=263,998) n=2,71 1.625) 

Mean reimbursement for home health visits1 $904' . ­

Total reimbursement for 1994 (in millions) S1,096 

Mean number of home health visits1 13.3·­
Number of skilled nursing visits 1 8.6 ... 


Mean reimbursement $856 ... 


Visits to patients with >1 skilled visits 2 9.6 ... 

$962 _.Mean reimbursement 

Number of Home health aides visits 1 1.7 *" 

Mean reimbursement $102 *" 


Visits to patients with 1 or more nurse aide visits 2 7.2 *" 

$427 _.Mean reimbursement 

Visits to patients with 1 or more skilled nurse visits 2 7.3 ••• 
Mean reimbursement $727 ... 

Number of phys. therapy: social services, ace. therapy 1 3.0 ••• 
,Mean reimbursement $318 ••• 

PhySical therapy, social services" oce. therapyl 7.2 *" 
Mean reimbursement $756 _. 

Supplies Mean reimbursement 
$31 *" 

Ownership of agencies (percent distribution) 

Voluntary non-profit 60.2 % 

Proprietary '29.5 

Govemment 10.3 

Hospital-based agencies: 35.1 % 

Hospital utilization 

Total number of inpatient days 13.6 *" 

Average length of stay 8.3 

Inpatient days tied to episode of home health 9.8 *" 

Average length of stay/episodes 8.9 


Mean number of doctor visits '8.9 

Home Health Episode Groups (HHEGs) 


#1 Home Health Only (no inpatient or SNF use) 33.3 


#2 Inpatient use (IP), no HHA episodes after inpatient stays 6.6 

#3 One IPIHHA episode-HHA within 15 days of discharge 38.0 ­
#4 One'IP/HHA episod~HHA 15-45 days of discharge 2.1 • 
#5 Two IP/HHA episod,es..HHA within 15 days of discharge 3.7 *" 

#6 Two + IP/HHA episodes-HHA after discharge mix 0.8 a 

#7 HHA and SNF, no IP/HHA episodes of HHA 3.7 

#8 SNF between IP/HHA episodes 2.3 

#9 SNF use not between IP/HHA episodes 9.7 

, for those with at least one HJ:iA visit 

2 for those with at least one type of this visit 

·p<.05. ··p<.Ol. ·"p<.OOl compared to r:ow totals 

Note: Percentages may not add to. 100 due to rounding 
Source: Current Medicare BeneficiarySurvey. 1994; and Medicare Claims Data 

...$3,579 

$2,568 

54.8 _•• 

. 29.3 

$2,926 


29.8 
$2,978 

17.0·­
$t,062 ••• 

25,8 ... 
$1,611 ... 

25.0 ••• 
$2,489 ... 

8.5 
$879 
13.7 


$1,417 


$115 • 

53.5 % 
.40.9 

5.5 

31.7 % 

20.6 
9.4 

13.9 
9.5 

8.8 

30.0 
4.7 

24.6 

4.5 
10.8 

4.6 

3.2 

6.8 

11.0 

I 
$8,977 
I 
I 

$2,619 
I 

1 142.7 ••• 
57.1 ••• 

$5,869··· 
57.1 ••• 

~5,869 ... 
i 73.3'" 
$4.520 _. 
i 84.4· 
$5,200·
I 49.1·· 
S5,003 •• 

I 12.4" 
$1,428 •• 
I 20.6.' 
1$2,380 .. 

I 
I 

$299·· 

49.3 % 
41.6 

9.1 

28.6 % 

22.1 
8.3 

15.3 
8.5. 

8.4 

36.9 
0.5 a 

16.4 ... 
4.7 a 

16.8," 

9.4 
4.8 a 

2.4 a 

8.2 
. I, 

I 

$18.435 

$4,721 

323,0 ••• 
100.7 ••• 

$10,358 ••• 

100.7 ... 
$10,358 .... 

205.7 *" 
$12,820 ... 

211.2 ... 
$13,166 ... 

91.8·" 
, $9,409 ... 

16.6 .. 
$1,891 ... 

31.8 ..* 
$3,618·" 

$899 ... 

40.9 %" 
55.5·' 

3.6 a 

22.2 %. 

21.7 .. 
9.6 

16.8 •• ' 

10.0 

7.2 • 

38.2 
O.O,a 

15.3 _. 

6.8 
12,5 
13.0 •• 

2.1. a 

2.5 a 

9.6 

$04,442 

S11,004 

72.6 
29.8 

S3.028 
31.7 

$3,218 
35.7 

52,215 
69.9 

$4,340 
39.0 

$3,956 

7.1 
5773 
14.0 

51,517 

$177 

55.0 
,36.9 

8.1 

32.0 

17.4 
8.7 

12.4 
9.1 

8.6 

33.2 

4.6 
29.2 

3.6 
8.2 
4.2 

3.5 
3.6 

9.9 
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Table 6. Probability of Being in the High Use or Low CJse Groups by 

Beneficiary Characteristics . I 


.. I 
) 

Beneficiary Characteristic Estimated Percentage Increase/Decrease 
(Estimated Marginal Probability) 

Low Use Group I High Use Groups 
(1-29 Annual Visits) I (200+ Annual Visits) 

Age 85 years or older 

Patient is male 

Resides in South 

Lives in MSA: 

African American ,. 

Perceives Health as Fair/Poor 

Requires bathing assistance 

Has cancer or arthritis 

No home health episodes following hospital 
discharge 

One home health episode within 15 days of 
hospital discharge 

One home health episode within 16-45 days 
following discharge . 

Two or more home health episodes 
following hospital discharge 

Receives Services from Proprietary Agency 

. Patient Covered by Medigap, 

-4.7 %* 

-6.2 %~ 

-12.5%­

7.0%-* 

-16.5-* 

-31.2%­

4.5%* 

15.2*** 

-21.0%*·* 

-56.7%*~'" ' . 

-10.2-* 

-5.5%* 

6.0-"'· 

5.0'" 

16.9%*** 

-19.4%"'* 

-5.4%*"" 

3.4** 

10.2%*·· 

4.5* 

Source: Medicare Current Beneficiary Survey, Medica~e Claims and Provider of Sbrvices Files. 1992-1994 
Asterisks indicate significance: • p=.05; •• p=.01: - p=.001 

I 

! 
I 
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Table 7: Beneficiary Characteristics with Signific'a~t Impact on Medicare Home 
Health Expenditures, 1994 

Patient. Characteristic 
I 

Per Per~on Total Effect on Home 

Requires Assistance with Bathing 

Addition 
(Reducti9n) 1 

. I 
$2896-­

, 1 

Health Expenditures 
1994· 

$4,360.7 million 

Seriously III with MU,ltiple Hospitalizations 
I 

$2,641""' $1,141.2 million 

Racial Status of African-American 

Receives Services from Proprietary Agencies 

$1 245'­, I 
$1,064-­

$397.3 million 

$1,064.6 million 

Home. Health after Routine Hospital 
·1

($1,534,)­ ($1,406.0 million) 

Source: Medicare Current Beneficiary Survey, Medi~re Claims and ProJider of Services Files, 1992 and 1994. 

1 Values are beta coefficients of dummy (0,1) variables from weighted mJltiple regression equations. 

Asterisks indicate significance: • p=.05; . - p=.01; - p=.001; . ! 
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APPENDIX' , 


Explanation of Home Health Episode Grots (HHEGs) 


Overview I 

i 

! 
Home health users prese'nt'very distinct patterns in their us~ of home health, hospital, 

and skilled nursing home services that remain relatively constant y~ar after year .. From their 

patterns we have also created service utilization grqups. Groups a~e defined by their pattern of 

home health ~ervices use over the course of a year in Conjunction tith their use of hospital and 

skilled nursing home services., Some home health users appear tOinever use hospital or skilled. 

nursing home services; others only use home health services for a .Iimited period of time 

following a single episode of hospitalization; other use home healthi service almost continuously 

interspersed by repeated us.e of hospital and/or skilled nursing ho~e services. We refer to 
, I . 

these groups as home health episode groups (HHEGS). They apP4ar to clarify the'complex 

relationships between levels of home health service use and the users medical status where 

more direct, fi.nely delineated measures of medical status are unav~ilable. After identifying these 

patterns, we found the episode groups to be very useful in both deJCribing the user population 

and in explain,ing the quantity of services used ~nd overall levels of home health expenditures. 

We g~nerated a set of nine exclusive categories to represe~t the health service 
! 

utilization patterns of home health users. The HHEGs distinguishtt:te different types of home 

health users receiving the benefit. Using the HHEGs, we are able t6 identify beneficiaries who 

are likely to be,receiving home care as part of post-acute care recotery from a hospital: ,. .,' 

admission. The HHEGs also identify the population using only homle health care services, with 
I 

no connection to inpatient care. . I 
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Collapsing the Home Health Episode :~roups 

!~ . 
-I 

ii 
Th~-nine finely delineated home:health episode groups Were collapsed. into more limited 

numbers df groups for analytic purposes. Specifically, the nin~ groups were collapsed into three 

groups re~resenting a "po~t-acute caregroup,n a seriously ill group, and a group with long-term 
~' - - ­

home health needs. Additionally, the seriously ill group can be differentiated into two sub­
~ , 

groups: t~ose who used skilled nursing home services and those who did not. 

Ttl.post-acute·group~· is co.,; P~Sed of the two health e~isode groups who used limited 

amounts ~f both home health and inpatient hospital services, groups two and three. Gr~up two 
i " 

, used botH: services but the use of home 'health services did not occur within 45 days following 
" 1\ ­

the diSCh~rgeOf an inpatient event. Group three, on the other hand, had only one episode 'of 

home he~lth care use following hospital discharge where home health services began within 15
" 


days of t~e discharge. Both groups shbW 
' 

roughly the same pattern of limited number of home 


health vi~lts 'and inpatient hospital days. For example, in 1994, groups two' and three ' 
,( , , ' 

respectively received 28 and 50 home health visits on average compared to 73 visits for all 

users an8 received 9.5 and 8:2 inpatient hospital days compared to the overall average of 16
1 ' 

days. 'O~erall, the post",'acute group used an average of 47 visits; l' ' 
'il!;I, 

The seriously ill group without skilled nursing home services is composed of persons 
, Ii 

falling intp group four - those who only had one episode of, home health use following a hospital 
Ii ',' 

stay wh~~e the home health services began between 15 and 45 days following the discharge-

and gro~lps five and six- those with tWo or more episodes of home health use following hospital 
.j • 

diScharg'r. These three groupssho'lihigh levels of home health use and inpatient days. For 

exampl~l in 1994, groups four, five, and six, respectively, received 110, 102, and 141 home 

health vibits on average compared' to 73 vtsits for all users and received 13,28, and 26 inpatient 1 . 
hosPitat.!pays compared to the overali average of 16 days. , . . 

II 
It 
'I 

The seriously ill group using skilled nursing home services is composed of persons 

falling iri1to groups sev~n, eight, and nine. Groups seven' used skilled nursing home serVices in 

, addition:!to home, health a~d inpatient services, but the use of hom~ health services did not occur 
. II 

:1 
I, 

i\ 
il. 
II. 
jI'
,I 

. if 
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I 
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within 45 d~ys following hospital discharge. Groups eight and nirie used horne he~lth, skilled 

nursing home, and inpatient serviCes where home health use oC4urred in episodes in 

conjunction with hospital stays. These three groups also show high levels of inpatient days, but 
I 

compared to the other seriously ill group, skilled nursing home s~rvices appear to serve as a 

substitute for the extremely high use in home health visits by the :other seriously ill group. For 
I ­

certain analyses the two seriously ill groups are collapsed into 'one group' representing seriously 

ill home health patients with complex medical problems. Even collapsed into one seriously ill 

group, this 'group used more home health and inpatient serVices. IFor example, in 1994, on the 

average this single seriously ill group received 91 home health visits compared to 73 visits for all 
, ,- I 

home health users and 23 hospital days compared to 17 days more generally. The entire 

seriously ill population us~d an average of 91 home health ViSitS.! . 

- The long-term care home health group is composed of the single HHEG that includes 

Medicare home health services to the exclusion of hospital and Jkilled nursing home care. ­

compared:to al the oth~r groups of home health users, this longlterm group uses substantially 

higher levels of home health aide services and also presents 10v.Jer levels of use ofphysician 
- I 

visits. For:example, in 1994, among those who received home Health aide visits, on the average 

they receiv.ed 99 visits compared to 70 visits mOr!9 generally. Th,e total long-term care g~oup' 
, I 

used an average of 81 home health visits. I 

I 
I 

I 
I 

I 
I 
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Summary Descriptions of the Home Health Episode Groups (HHEGS) 

Home Health Description ,,' Rationale Examples 
Episode Group, 

(HHEG) \ 

(1) Home health Beneficiaries who used home Homehealthi users most Beneficiaries with arthritis 
only group health services during the calendar likely to be vi,ewed as the that severely limits ADL 
(HH- Only) year but did not use any Medicare medically stable, 

, , capacities and persons 
covered inpatient (IP) or SNF chronically-iII1Iong-term with various forms of 
services during the year.' care populati,on. dementia that limit 

Proportionately, these cognitive functioning. 
patients reqJire more 
supportive h6me health 
aide services. 

I 
I 

(2) IP no IP/HH Beneficiaries who used both home A somewhat ,less Beneficiaries with 
episodes 2 , health and IP services during the chronically-illi, long-term diabetes mellitus with 

calendar year but where the use of care populatibn, with less periodic electrolyte 
home health did not occur within 45 medically stable health disturbances requiring 
days following the inpatient event.' conditions who have hospital treatment. 
No'useofthe SNF benefit occasional atute care 

I'
events, but where home 
health use is Inot 
connected tO,the use of 
acute care services. 
Patients pres:ent more 
chronic health conditions 
and fewer detnentias. , 

(3) 1-IP/HH Beneficiaries who during the Home health.lusers most MI patients after coronary 
episode 15 calendar year had only one likely tores~rrble the angioplasty or coronary 
days episode of home health use home health beneficiaries artery bypass surgery. 
post Ip 2 

, , , , following hospital discharge where' as conceivedl under the 
home health services begin within original home health ' 
'15 days following the discharge benefit: acut~IY ill medical 
from the inpatient stay.' These patierits requiring home , 

: patients may have had other health services following a 
inpatient stays during the year, but hospitalstay·i ' 
home health was not connected to I 

these inpatient stays. No use of the 
SNF benefit. 

I 




(4) 1-IP/HH 
episode 15-45 
days post IP 2 

(5)2-IP/HH 
episodes both· 
15 days post 
Ip2 

(6) 2-IP/HH 
episodes post 
IP mixed 
patterns·of 
HHA use 2 

,1 

Beneficiaries who during the 
I

calendar year had only one 
I, 

episode of home health use . ; 
follbwing a hospital discharge 

,I 

wHere home health services began 
be1ween 15 and 45 days following 
th~ discharge.1 These patients may 

, hal;"e had other inpatient stays :. i 

du'hng the year, but home health is 
Ii . , ; 

not connected to these inpatient 
stays. No use of the SNF benefit. 1 . . . . i· 

~. . 

il 

B~neficiaries who curing the 
I

C4lendar year had two or more. 
episodes of home health use 
fq'lIowing hospital discharge where 
h9~e health services begin wi'hin 
1~ days following each hospital 
discharge. These patients may . 
h~ve other ·inpatient stays during 
t~e year, but home health is not 
~~nnectedto these inpatient stays . 

. No use of the SNF benefit. 
'r 
[i . , 

Beneficiaries who during the . 
~~Iendar year had two or more 
eipisodes of home health use 
f6110wing hospital discharge where 

l' 

~ome health services begin within 
45 days following each hospital 
d,ischarge. These patients may . 
~ave other inpatient stays during 
the year, but home health is not 
90nnected to these inpatient stays. 
!';Jo use oftheSNF benefit. 
I; 
ii 
.J( 
'J 

These discharged hospital 
patients began using 
home health services 
because of unexpected or 
serious secondary 
medical pr~blems tha~ 
developed after the 
inpatient stay. Patients 
display high levels of 
. acuity and also resemble 

i"the home health ' 
beneficiaries as 
conceived under the 
original home health 
genefit:· aqutely.iII medical 

, patients requiring home. 
health following a hospital 
stay. Generally these' '. ' 
patients require more 
home health skilled 
nursing care. 

Patients' best 
characterized as acutely 
ill who return to the 
hospital for repeated, 
medical treatments or 
surgical procedures. 
These patients use very 
,high levels of home health 
skilled nursing services. 

Post surgical patients who 
develop secondary 
infections. 

Patients with various 
malignancies 
requiring recurrent . 
chemotherapy, radiation, 
hormonal therapy or 
surgical procedures and 
dementia patients with 
various combinations of 
these medical .conditions. 

Patients best Patients require 
characterized as in the. immediate treatment 

, late stages of chronic " because of organ failures 
diseases who repeatedly orsevere impairment in 
return to the hospital for function. Patients present 
medical treatments or various malignancies, 
,surgical procedures,' respiratory, 
whose he.alth conditions i cardiovascular and other 
appear to be extremely diseases, and those who 
unstable. These patients are wheelchair bound as 
also use very high levels a result of various 
of home health skilled physical disorders. 
nursing services . 

II 
II 
l! 
If 

Ii 

Ii
,I 

,) " 

:i:1 



(7) HH & SNF Beneficiaries who used home 
but no IP/HH health. SNF and IP services during 
episodes:2 the calendar year but where the 

~se of home health did not occur 
within 45 days following any 
inpatient event.1 

(8)IP/SNF/HH . Beneficiaries who used home .' 
episode(s) ; health, SNF and IP services during 

: the calendar year, where there was 
, 1 or more episodes of home health 
use within 45 days following 

. hospital discharge and where there 
was one or more SNF stays within 
the 45 day period. 

(9) SNF use not Beneficiaries who used home 
between IP/HH health, SNF. and IP services during 
episodes 2 the calendar year, where there was 

1 or more episodes of home health 
use within 45 days following 
hospital discharge, but where SNF 
use never occurred between any 

, IP/HH episode. 

stay (IP). 

. ' I 

Patients best I 
characterized as in the . I 
later stages of chronic 
diseases wher~ their 
medical status, Iwhile 
deteriorating and limiting, 
appear stable. Because of 
failure to arrestldisease 
processes, beneficiaries 

I 

present disability, pain, . 
and/or restricte8ADL

l
function, and impaired 
cognition. ! 

Patients would include 
those with severe joint 
deformity resulting from 
arthritis, and those with 
impaired cognitive 
functioning from various 
forms of dementia such 
as Alzheimer's disease. 

Patients best I 
characterized as in the 
later stages of ;chronic 
diseases where their 
deteriorating and limiting 
medical statusl is 
complicated by acute 
health care events. 
Patients pres~nt 
disability. paint and/or 
restricted ADU function, 
and impaired tognition. 

I . 

Patients with severe ADL 
limitations, dementing 
illnesses such as 
Alzheimer'S disease 
combined with episodes 
of acute illness. 

Similar to pati~nts in 
I 

previous HHE~ but where 
their medical status is far 
less stable an~ fewer 
individuals appear 
afflicted with diseases 
resulting in dementias. 

I 

Patients with severe ADL 
limitations and requiring 
immediate treatment 
because of organ failures 
or severe impairment in' 
medical functioning. 
Patients present various 
combinations of chronic 
diseases, malignancies, 
respiratory , 
cardiovascular and other 
diseases. 

I 
1 The beneficiaries who only used home h~alth during January and/or. ~ebruary were excluded to insure no IP or 
SNF stays occurred within 45 days prior to the use of home health services. . 
2IP/HH Episode is defined as one or more home health visits within 45 days of discharge of an inpatient hospital 

i 


