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Potential Impact of a Home Health Co-Payment on Other Medicare Spending


We estimate that implementation of a home health co-payment could increase Medicare hospital inpatient spending by $6-13 billion over ten years.  A discussion of our methodology follows.

A number of studies have found that co-payments for outpatient services can lead to increased use of inpatient care, particularly for the poorest and sickest beneficiaries.  One carefully designed New England Journal of Medicine (NEJM) study of Medicare Advantage (MA) plans found that plans imposing co-payments for outpatient care saw greater increases in inpatient care than otherwise similar (i.e., control/comparison) plans that did not introduce such co-payments.[footnoteRef:1]  Specifically, hospital admissions rose by 7.5 – 10 percent more in the plans that implemented co-payments than in the plans that did not.  These figures are for beneficiaries continuously enrolled in the plans, which controls for movement in and out of the plans. [1:  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.
] 


For our study on home health co-payments, we calculated total inpatient stays for beneficiaries potentially affected by a co-payment – non-dual eligible home health users without Medigap coverage.  

To arrive at an estimate of the potential impact of a home health co-payment on inpatient use, we assume that either 50% or 70% of these home health users have employer-sponsored (e.g., retiree health) coverage that would cover the co-payment.  Given the variation in retiree health coverage and the general trend (dropping, rather than expanding, this coverage), these assumptions could be considered conservative.

We then increase the inpatient stays for the remaining home health users, who would have to pay the full co-payment out of pocket, by 7.5 or 10 percent, consistent with the findings of the NEJM study, and multiply the change in stays by the average Medicare cost of a stay (the 2009 figure, not including hospital co-insurance or deductibles, adjusted using the hospital market basket update).    


	
Inpatient stays
	Cost per Stay
	Assumption for ESI Coverage of Co-Pay
	Assumption for Increase in Stays
	Annual Impact
	Ten-Year Impact

	2.3 million
	$10,500
	50%
	7.5%
	$900 million
	$10 billion

	2.3 million
	$10,500
	70%
	7.5%
	$500 million
	$6 billion

	2.3 million
	$10,500
	50%
	10%
	$1.2 billion
	$13 billion

	2.3 million
	$10,500
	70%
	10%
	$700 million
	$8 billion




We estimate that implementation of a home health co-payment could increase Medicare hospital inpatient spending by $6-13 billion over ten years.  

The NEJM study examined the impact of co-payments for outpatient services.  The impact of a co-payment specific to home health could differ.  Given that home health users are much sicker than the MA population and arguably more dependent on home health care than the MA population is on outpatient services, the impact of a home health co-payment on inpatient use could be greater than the impact found in the NEJM study.   

Potential Impact on Medicare Post-Acute Care (PAC) Spending.  Assuming the distribution of hospital discharges for the increased inpatient admissions is the same as the overall distribution of Medicare hospital discharges (i.e., 25% go to SNFs, IRFs or LTACHs), and applying the average Medicare cost per institutional PAC stay to these additional stays, suggests that a home health co-payment could increase Medicare PAC spending by between $1.6 and $3.7 billion over ten years.  It should be noted that these admissions could be quite different from the typical Medicare admission (or institutional PAC patient), so this range should be considered a very rough approximation.  
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