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THE CASE FOR HOME HEALTH CARE
IN A MANAGED CARE ENVIRONMENT

li  INTRODUCTION

Home health is a market that should make managed care organizations (MCOs) stop and
take notice. As an industry that delivers care to the growing Medicare population, home
health presents a viable avenue by which MCOs can mitigate risk (in terms of cost)
associated with patients with chronic conditions and achieve tangible financial results. In
particular, proper management within the homecare setting can demonstrably reduce
hospital admissions and instances of emergent care—two of the healthcare systems’ most
expensive outcomes.

i EVOLVING PATIENT MIX IN MANAGED CARE

In 2006, 43 million beneficiaries were enrolled in Medicare, representing approximately 14% of
the US population.. Over 6 milion of these beneficiaries were enrolled in a Medicare
Advantage planz, making Medicare Advantage one of the largest “MCOs” in the US in 2006.3

Medicare Advantage Enroliment, 1994-
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We know the number of Medicare beneficiaries will dramatically increase over the next
decade as baby-boomers begin to turn 65. Projections from the U.S. Department of Health
and Human Services (HHS) and from the Congressional Budget Office (CBO) also suggest that
we will see a substantial increase in the percent of Medicare beneficiaries enrolled in
Medicare Advantage plans by 2013, with estimates ranging from 16% to 30%s.

! http:/iwww.mcareol.com/factshts/factnati.htm, accessed 3/22/2007

2 MedPAC Data Book 2006: Section 10: Medicare Advantage

3 http://vww.mcareol.com/factshts/factplan.htm, accessed 3/22/2007

4 Medicare Fact Sheet, September 2005, #2052-08, The Henry J. Kaiser Family Foundation
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At the same time, current data makes clear that this growing population will have multiple
chronic conditions and will therefore constitute a potential risk in terms of health care
utilization and expense. According to analysis of the Medicare Current Beneficiary Survey
(MCBS), nearly 90% of Medicare beneficiaries reported having one or more chronic
conditions, with the most prevalent conditions being hypertension and arthritis.s Underscoring
the risk associated with caring for a population with chronic conditions, Medicare benefit
payments were $295 bilion in 2004 accounting for almost one-fifth of the $1.4 trilion in
national personal heath care expendituress.

Given the current distribution of Medicare health care spending, MCOs that embrace the
Medicare population and find ways to mitigate its high risk for expenses related to
hospitalization stand to realize substantial gains. For example, in 2003, inpatient hospital
services accounted for $156.4 bilion in Medicare payments, followed by physician services at
$73.8 billion, nursing home care at $13.7 billion, and home health at $12.9 billions.
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® Medicare Chart Book, 2005, publication #7284, The Henry J. Kaiser Family Foundation
® Medicare Chart Book, 2005, publication #7284, The Henry J. Kaiser Family Foundation
" Medicare Chart Book, 2005, publication #7284, The Henry J. Kaiser Family Foundation
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I THE CASE FOR HOME-BASED CARE

For purposes of this document, home-based care refers to the provision of healthcare and
personal services in a non-institutional setting—generally through clinician visits to a patients’
home. These services may include general nursing, PT, OT, ST, wound care, social services,
hospice care, and other types of services. This article refers to organizations called home
health agencies (HHAs)—a type of healthcare provider that provides these services.

In 2006, there were approximately 8,000s Medicare-certified HHAs nationwide—some HHAs
are associated with hospitals and/or integrated delivery networks (IDNs), some are large
publicly traded entities, and some are privately held. This market segment is the fastest
growing segment of healthcare provider types with 55% growth rate from 2000 to 2005s.
Home health industry year over year growth rates have surpassed the growth rates of acute
care, physician care and nursing home care.

Home health agencies are well positioned to partner with MCOs in their efforts to reduce the
number of hospital admissions, the average hospital length of stay, and the expenses
associated with the Medicare population in the years to come. In particular, MCOs with
Medicare Advantage contracts that can identify appropriate patients to move more quickly
from the hospital into home health can reduce hospital length of stay with a result of
considerable cost savings.

Home health is one of the least costly care settings for health care delivery. In 2005, the cost
of an average visit ranged from $64 to $202, depending on type of clinician, with the most
common visits made by skilled nurses costing an agency on average $142:0. Multiplying the
average skilled nurse visit agency cost by 20, roughly the average number of visits received
by a home health patient from admission to discharge, the estimated cost of a patient stay in
home health is roughly $2,840.11 Compared to the average hospital cost per day, which was
roughly $4,300 in 2004, or the average cost per hospital stay, which was $25,000 based on
average length of stay of 5.8 days for patients aged 65 or older, home health, when
appropriate, presents an attractive alternative to the hospital setting.12

& Based on analysis of Home Health Compare data

® Do we need a footnote here — if so, from Amanda

19 Based on analysis of OCS proprietary data warehouse

1 Based on analysis of OCS proprietary data warehouse

12 Based on analysis of 2004 Hospital Cost and Utilization Panel data available at http:/hcupnet.ahrg.gov
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Improvement Campaign, which is supported by CMS, has the singular goal of ensuring
that “patients receiving home health care will remain in their home setting and require
fewer avoidable hospitalizations.”1s And fourth, CMS has directed quality improvement
organizations (QIOs) in their Eighth Statement of Work (SOW) to specifically focus on reducing
acute care hospitalization rates during their collaborative work with home health agencies.1z

From a payor perspective, however, it is important to note that the attention already focused
on reducing acute care hospitalization and emergent care rates has not yet resulted in
reduced rates for all providers. Rather, there still exists considerable variation between
providers in these rates — suggesting room for further improvement and substantial cost
savings. For example, while the national norm for acute care hospitalization was 30% in 2006,
the rate ranged from 19.6% to 36.1% between the ten Medicare Regions.is

Acute Care Hospitalization Rate Among
Home Health Population by Medicare
Region, 2006
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I BUSINESS INTELLIGENCE ON HOME HEALTH IS READILY AVAILABLE

The current climate in the home health market encourages agencies to focus their
performance improvement efforts on reducing acute care hospitalization and emergent
care rates, uniquely positioning them to partner with MCOs. Fortunately, powerful tools
already exist to help MCOs and providers in these endeavors achieve cost savings.

The first tool of note is the OASIS, an institutionalized assessment tool in home health. Through
OASIS, hospitalization and emergent care rates can be tracked at a patient level and rolled-
up into a myriad of comparison groups defined by additional patient characteristics or by

18 http://www.homehealthquality.org/hh/goal/default.aspx

178" Round SOW Contract,http://www.cms.hhs.gov/QualitylmprovementOrgs/04 9thsow.asp#TopOfPage
18 Based on analysis of OCS proprietary data warehouse
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agency characteristic. Identifying and tracking meaningful comparison groups aids in
targeting problem populations as well as in discerning which populations are achieving
utilization and quality outcome goals.

Additional existing data sources are tools that can also be leveraged to help determine why
certain populations are or are not achieving utilization goals. For example, by marrying
electronic utilization claims files, cost reports, and agency operational characteristics data
with OASIS information, one can explore how utilization varies by specific patient or agency
characteristic, evaluate the efficacy of specific intervention programs, as well as create
predictive models to assess patient risk.

i OCS SOLUTIONS

This type of analysis and reporting is available through independent health information
companies such as OCS, Inc, not via the CMS Home Health Compare website. Boasting the
largest repository of OASIS data outside of CMS and the most comprehensive data
warehouse of financial, utilization, and operational data for the home health industry, OCS is
in a unique position to facilitate market and patient-level analyses through its standard
products and services and through customized data consulting.

Among the standard OCS products, PatientView provides perhaps the most obvious benefit
for MCOs looking to partner with home health agencies to achieve cost savings through
reduced hospitalizations and emergent care use among the home health population.
Developed through statistical modeling, PatientView identifies home health patients’ risks of
hospitalization and emergent care based on their start of care data, thereby allowing MCOs
and home health agencies to deploy case management and/or disease management
resources immediately and selectively. Simple to use, PatientView is a good example of how
existing tools can help providers target their care to be both clinically effective and cost-
effective.

OCS-PEER and OCS Data Consulting are also examples of products and services that can be
used by MCOs in parthership with home health agencies to support efforts to reduce
hospitalization among the home health population. Used to identify which patients are
receiving telehealth services and to compare their hospitalization and emergent care rates
with national norms, OCS-PEER is a tool that can help inform decisions regarding the
allocation of telehealth resources. Similarly, whether through customized data collection,
analyses, reports, or software tools, OCS Data Consulting services can be used to support
specific client efforts to reduce hospitalization.
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i HOME HEALTH - A UNIQUE MARKET OPPORTUNITY

The home health industry in the U.S. presents MCOs with a unique market opportunity. It is
rare to find a growing market so singularly focused on reducing utilization at both the
regulatory and provider levels and that already has standardized data and analytic tools
to build strategic business intelligence around this issue. With the projected growth in
Medicare beneficiaries opting for Medicare Advantage plans coupled with existing variation
in hospitalization rates among home health patients, suggesting considerable future
cost-savings, MCOs are in the enviable position of entering a market primed for success.

i CONTACTUS

Address: 1818 E Mercer Street
Seattle, WA 98112

Emaiil: info@ocsys.com
Website: www.ocsys.com
Tel: 888.325.3396

Fax: 206.720.6018
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ABOUT OCS

Founded by a pioneer in the area of home care outcomes, OCS has provided organizations with
performance improvement solutions since 1992. With over 1,500 clients spanning all 50 states,
OCS maintains the nation’s largest proprietary home care, hospice and private duty benchmark
databases comprised of patient-level data across all business components: clinical, financial,
operational, visit utilization and patient satisfaction. OCS uses this information to offer the
providers, consultants, investors and product companies with relevant research and industry
education, as well as business intelligence products and services. Endorsed by trade
associations throughout the country and recommended by major MIS vendors, OCS is the
premier quality management vendor for post acute care. For more information, access OCS’

web site at www.ocsys.com or call 206.325.3396.
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