
ENSURE APPROPRIATE MEDICAID RATES 
FOR HOME CARE AND HOSPICE 

 
ISSUE:  Medicaid has taken on an increasing role in providing coverage of home care 
and hospice services to children, the disabled, and the elderly.  Early data indicates that 
Medicaid expenditures for home care and hospice services now exceed Medicare 
expenditures.   A significant part of the reason behind the Medicaid growth is the 
flexibility allowed states in the structuring of Medicaid coverage and the recognition that 
home care is a viable, cost-effective alternative to institutional care.  However, as 
Medicaid expenditures for home care and hospice have increased along with general 
strains on state Medicaid budgets, reimbursement rates have failed to keep pace with 
increasing costs of care and, in some cases, they have been subject to reduction for purely 
budgetary savings purposes. 

Federal Medicaid law establishes a broad and somewhat ambiguous standard for 
rate setting that merely requires the states to set rates at a level sufficient to enlist enough 
providers so that care and services are available at least to the extent that such care and 
services are available to the general population in the geographic area.  The "sufficient 
access" standard for rate setting operates in a manner that requires a demonstration that 
individuals in need of care cannot find it solely because of inadequate rates.  This method 
fails to prevent the loss of services and only reacts when inaccessibility to services 
reaches a high enough level to gain political attention. 
 Inadequate reimbursement for home care and hospice services has affected all 
populations served in the home and in all of the various home care programs available 
under Medicaid.  Technology intensive home care services, personal care services, 
private duty nursing services, and basic home health services are often reimbursed at 
levels of payment equal to 60 to 75 percent of the cost of the provision of care.  The 
result is a very fragile Medicaid home care benefit structure that relies on payment 
subsidization by non-Medicaid sources, thereby jeopardizing continued access to care. 
 
RECOMMENDATION:  Congress should enact legislation that requires that states 
continually assess Medicaid home care and hospice rates of payment and the 
methodology utilized for establishing rates.  The legislation should further require that 
rates be reasonable and adequate so as to: 

♦ Assure access to care comparable to the non-Medicaid patient population; 
♦ Ensure reimbursement sufficient for providers to conform with quality and 

safety standards; and 
♦ Guarantee payments sufficiently adequate to incentivize providers of care to 

operate efficiently while meeting the cost of care provision. 
 
RATIONALE:  Virtually all Medicaid home care reimbursement systems pay 
insufficient attention to   the effect of payment rates on patients' access to care or the cost 
of efficiently delivering services.  Inadequate rates also severely impact the ability of the 



provider to meet quality and safety standards.  Requiring states to engage in an annual 
analysis of the rate setting methodology and the adequacy of payment rates combined 
with federally mandated goals for a rate setting process will ensure that Medicaid 
recipients receive high quality care. 
 


