[bookmark: _GoBack]Home Health Co-Payment Would Affect Poorer, Sicker Beneficiaries, 
Many of Whom Would Have to Pay the Full Co-Payment Out Of Pocket
The Medicare program covers home health care services – including skilled nursing, physical, occupational and speech therapy -- for homebound beneficiaries.   In 2009, home health agencies (HHAs) served about 3.3 million Medicare beneficiaries[footnoteRef:1] and this number is likely to increase.  Medicare beneficiaries are staying in their homes longer, rather than moving to institutional settings like nursing facilities, and so the need for home health care services is rising.  Both the volume of services provided and the share of beneficiaries using home health care has risen since 2002.[footnoteRef:2]  Accordingly, Medicare spending on home health care has also increased significantly, giving rise to concerns that the benefit may be overused.  Some have proposed the introduction of cost-sharing, specifically through co-payments, to home health as a response to potential overutilization of Medicare home health services.  CBO, in its March 2011 list of spending and revenue options, included a $300 home health co-payment as one of the options.  Under the CBO option, the co-insurance would be 10 percent of the cost of the home health episode (the average cost of a home health episode is $3,000, hence the $300 co-payment) and would apply to all Medicare Part A and Part B home health beneficiaries.  Another recommendation, by MedPAC, calls for a flat $150 per episode co-payment and excludes Part A (hospital-discharged) and dual-eligible Part B home health care users.[footnoteRef:3] [1:  MedPAC. “Report to the Congress: Medicare Payment Policy.” March 2011.]  [2:  Ibid.]  [3:  Ibid.] 

A new analysis conducted by Avalere Health, LLC found that the home health users who would be subject to a co-payment are generally poorer and in worse health than other Medicare beneficiaries.
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A home health co-payment could pose a financial burden.  As the chart shows, 78% of non-dual home health users do not have Medigap coverage and could have to pay the full co-payment out of pocket. These home health users tend to be poorer than the typical Medicare beneficiary; 52% have incomes below 200% of the poverty line (less than $21,780 per year for an individual), compared to 41% of the overall Medicare population.  The average home health user, who has two episodes per year, could be faced with $600 in co-payments under the CBO option.     
The potentially affected population is frail and vulnerable.  Home health users are poorer, sicker, and more likely to have disabilities and live alone than other Medicare beneficiaries.  These characteristics put them at a particularly high risk of adverse health events, should they have to forgo needed skilled nursing, therapy or other home health care services. 
[image: ]
If beneficiaries with low income and/or in poor health forgo needed care, inpatient costs could increase. Research suggests that imposing co-payments for certain services can increase the use of other, more costly services, such as hospital visits. [footnoteRef:4]  A co-payment would not only be an additional financial burden for Medicare beneficiaries who rely on home health services, it could have ripple effects on other Medicare payment systems. [4:  Trivedi, Amal N., Husein Moloo and Vincent Mor. “Increased Ambulatory Care Copayments and Increased Hospitalization among the Elderly.” New England Journal of Medicine 362 (2010): 320-328.] 

As the Congressional Budget Office noted in its March 2011 list of deficit-reduction options, a home health co-payment could lead to other unintended effects, including cost-shifting from Medicare to Medicaid. About the Data:
The data in this presentation were generated using the 2008 Medicare Current Beneficiary Survey (MCBS) Access to Care file, which includes the “always enrolled” Medicare population, or beneficiaries who were enrolled for the full calendar year.  To create a demographic profile of home health users who would be subject to a co-payment:
· We excluded: Dual-eligible beneficiaries, beneficiaries residing in a facility, such as a nursing home, and beneficiaries reporting that they are enrolled in a Medigap plan
Some Medigap plans do not fully cover co-payments.  On the other hand, some of the beneficiaries who are not enrolled in a Medigap plan may have other private health insurance (e.g., retiree health coverage) that could potentially cover a home health co-payment.  
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Over age 85 28.1% 11.7%

Live alone 36.4% 31.8%

Have 3 or more chronic conditions 86.2% 68.6%

Have 2 or more Activities of Daily Living limitations1 18.8% 5.8%

Report fair or poor health 45.9% 26.7%

Are in somewhat or much worse health than last year 40.7% 23.1%


