CHAPTER SEVEN�cONCLUSION


I.	Introduction


	This study was initiated by the Office of the Assistant Secretary for Planning and Evaluation to address a large set of policy relevant questions about a topic involving critical health care issues pertaining to the development of more effective and efficient delivery systems and involving substantial public and private expenditures.  In the preceding chapters, we have addressed these questions based on our analysis of the current state-of-the-art of the subacute care industry.  We have presented a snapshot of an evolving industry developed from our site visits with providers, extensive data analysis, examination of completed and ongoing studies, and interviews with key stakeholders in the health care industry.  


	In this chapter, we stand back from the detail to present what we believe are the major conclusions from the evidence provided in our report.  In summary, our conclusions are:


The emerging concept of subacute care is compellingly attractive both in the new attention it brings to some types of patients and in regard to the type of programs envisioned in the ideal.


We found subacute care providers that are successfully applying elements of this concept.


At present, however, much that is called subacute care is “old wine in new bottles” and marketing of the new concept is ahead of the product.


While the new subacute care offers considerable promise, realizing that promise poses substantial challenges for both the public and private sector.


We also found important gaps in information, fundamental to the policy process, which need to be addressed by researchers and policy makers.





II.	The Emerging Concept of Subacute Care is Compellingly Attractive Both in the New Attention it Brings to Some Types of Patients and in regard to the Type of Programs Envisioned In the Ideal


	The health care system, invigorated by challenges posed by the growth of managed care and greater downward pressure from public and private payors on rising costs, has begun to develop a number of new mechanisms for addressing cost and quality concerns.  This new world of medicine includes a greater emphasis on developing common protocols of care, establishing specific and defined patient goals, and outcomes measures that have the potential, if applied appropriately, to improve patient care.  The subacute care concept is emerging at the same time and in part because of these developments.


	Subacute care is in part about a set of patients and conditions:  people with health problems too complex for the skills and services of a traditional SNF, but not so unstable or sick that an acute care hospital is needed.  To a large extent, these are the same patients who in the not-very-distant past, were called “Medicare high-end skilled,” or simply - “heavy care skilled” patients.  But some conditions and patients within that old and broad category - the unhealed decubitus patient, the “unweanable” ventilator patient, those “old people” with strokes thought “unlikely” to recover much function - are clearly benefiting just by virtue of the new attention.  With new attention, some old problems may prove to have solutions.


	In the ideal, subacute care is more than any type of care provided to those and other patients.  As we discussed in Chapter Two, prototypical subacute care is an organized program intensely focused on achieving specified measurable outcomes in an efficient and cost-effective manner.  Special resources to achieve those goals include more and better trained staff (than in a “traditional” NF), especially physicians and nurses.  Ideal subacute care encompasses a set of techniques thought essential to achieving stated goals.  These techniques include the use of interdisciplinary teams to plan and provide care and case managers whose job encompasses both resource use monitoring and more traditional care-coordination activities.  Subacute care techniques in the ideal also include the use of critical pathway protocols, and clinical and program evaluation based on measured outcomes.  Those elements of care are inherently attractive.


III.	We Found Subacute Care Providers that are Successfully Applying Elements of this Concept


	As discussed in the Chapter One, we visited 19 health care providers, including freestanding and hospital-based SNFs, long-term hospitals, and rehabilitation hospitals.  We also interviewed representatives of several home health agencies and “high-tech” home health care providers.  During the course of those site visits, we saw providers with excellent programs that are filling an important niche in today’s health care system.�  Some providers are successfully applying key elements of the subacute care concept in their programs.  Some specific examples include:


Programs in each of the platforms that have a high degree of physician involvement, including specialists such as pulmonologists or physiatrists who are on-staff or who have been contracted as consultants.


Programs that have active case managers who visit patients prior to discharge from the acute care hospital and immediately begin developing specific goals and planning for discharge to home or the next level of care.


One freestanding subacute SNF that has developed and is using written clinical protocols for patient care and another that was in the process of developing similar protocols.


Programs with weekly (or more frequent) interdisciplinary team meetings that include physicians, nursing staff, therapists, social workers, case managers, and other staff.  


Many facilities that have recruited nursing staff with substantial critical care experience to staff the new subacute care programs.


All of the rehabilitation hospitals we visited are currently monitoring patients’ functional progress and ultimate outcome, using the FIM.  


One SNF we visited has teamed with 19 other independent SNFs in the area to develop an outcomes measurement tool for their subacute patients.  


A hospital-attached SNF that has adapted the MDS assessment form to better assess patient progress and outcomes in the subacute program.


Some facilities that are aggressively pursuing new ways to lower their costs, both to provide more cost-effective service, and to realize the economic rewards of their efforts.  


One rehabilitation hospital we visited is teaming with a SNF in order to develop a more cost-effective subacute program.  This provider believes that their staff (and their physicians, in particular) can learn from the SNF how to be more efficient.


A freestanding subacute SNF that is part of a national chain but is not buying its pharmacy services or supplies from an institutional pharmacy owned by the national chain because those products are too expensive for this new subacute provider, successfully competing for private managed care patients.


Programs that provide intravenous antibiotic therapy in the patient’s home, relieving patients from spending weeks in the hospital and saving the patients and their insurers the related costs.


Specialized programs for specific types of patients whose needs are difficult to meet well in most settings including: 


A program for difficult-to-wean ventilator patients that has succeeded with many;


A specialized pediatric subacute care program that serves children from across the nation;


A long-term hospital that has implemented several special programs for Medicaid patients with multiple complex conditions who can not find placements or care in acute care hospitals or community SNFs;


Programs that provide unique services for the subacute population.  Two rehabilitation facilities we visited (one certified under Medicare as a distinct part rehabilitation unit the other as a long-term hospital) have developed services intensely geared toward helping the patient successfully re-enter the community.  


One of these programs offers a self-contained suite in the hospital so that patients can practice and feel comfortable with those things they will have to do at home, such as cooking, showering, and making the bed.  


The other program has designed a simulated small-town street that includes a bank machine and general store.


Some providers responding to competitive pressures and going “at-risk” for a defined population of health plan enrollees.  Some of these programs are sharing risk with the health plan or an acute care hospital, while others are beginning to be fully capitated.


Many providers and some major insurers working together to develop contracts that specify both the price and the expected “outcome” for the payment.  In some instances, the outcome expected is a specific level of functioning.





IV.	At Present, However, Much that is Called Subacute Care is “Old Wine in New Bottles” and Marketing of the New Concept is Ahead of the Product


	It is important to restate at this point that this study was exploratory.  We did not begin the exploration with a fixed notion of subacute care and go forth to count the providers who complied.  Instead, it has been the journey itself that has led to an understanding of the concept.


	We found that industry leaders -- national associations, credentialing bodies, and management at the state-of-the-art facilities we visited -- do not agree on all the details regarding “true” or ideal subacute care; but there is agreement that it is, or should be, something more than a new label for any care provided to high-end Medicare patients.  The core elements of the new concept outlined above are those we abstracted from our interviews, observations, and review of documents.  


	Reflecting both on what we saw in the field and have observed in the industry press and other literature, it is clear that much that is called “subacute care” is really just a new name for higher acuity, medically complex patients and/or those requiring more intensive therapies.  Examples of this “old wine in new bottles” include such things as:


A hospital-attached SNF that recently opened with the label “subacute care unit,” which serves just Medicare patients (the daily cost is not attractive to private payors or their insurers) who (1) can benefit from the therapies available at the hospital (i.e., principally hip fracture and stroke patients); (2) are identical to patients we observed in such SNFs in a national study conducted seven years ago (i.e., hip fracture patients who are moved from the hospital to the attached SNF after spending in acute care hospital exactly the three days needed to qualify for Medicare SNF care); and (3) are aggressively “case-managed” so that both the patient and the family understand that the patient is to move on to a community-based SNF as soon as “Medicare runs out.”


An old, established freestanding nursing facility that has relabeled its highest acuity patients as “subacute care patients” even though the home has no patients who need or receive more than 3.5 hours of nursing per day (just slightly higher than the national average for all Medicare and dually-certified facilities).





	There is nothing inherently wrong with a shift in terminology, so long as policymakers, public and private-sector payors, providers, and consumers understand what is being described.  Today, there is a new term for higher acuity patients treated in some settings other than acute care hospitals; the term is “subacute.”  Some providers may not mean to imply anything else by the use of the term than a reference to patients with somewhat higher care needs (both medical and rehabilitative) than the average.  But industry leaders do mean something more, and more is expected if subacute care is to be something other than “old wine in new bottles.”


	While we did find some state-of-the-art providers practicing key elements of the new subacute care, we also concluded that in many respects “the marketing is ahead of the product,” as one provider noted.  First, it proved extremely difficult to identify any but a relatively small handful of providers in four areas (said to be “hot spots” for subacute care) that knowledgeable industry experts would point to as examples of true or “state-of-the-art” subacute care.  Perhaps our expectations were too high, but we had read about the subacute care phenomenon sweeping the country and had seen estimates that the current volume of this new product was as high as 20 million days of care per year.  We had expected to find a lot more suppliers of the new product than we did.  We ultimately concluded that there is considerably less of the new product than we had thought.


	Second, while we were indeed impressed by many things we saw at the state-of-the-art facilities that we visited, we also concluded from these visits that the industry at its best is presently just beginning to find ways to fulfill its promise.  While managed care is said to be the driving force behind the subacute care phenomenon, Medicare is the dominant payor for subacute care.  Only a few of the state-of-the-art facilities we visited have more than a few managed care (private or Medicare) patients.  This, we believe, is partly because payors do not yet understand the new product and partly because the new product is not yet fully developed.  Some key examples of the undeveloped product include the following:


None of the hospital-based SNFs and only a few of the freestanding SNFs we visited are actually using even those clinical outcomes measures (i.e., the FIM) that are currently availability;


Few of the state-of-the-art facilities we visited could easily produce minimal data (e.g., length-of-stay by patient characteristic or program type) for the patients they called subacute.  This indicated to us that few have the management and information systems in place needed to track subacute patients, monitor the facility’s success, and learn where improvements are required.


Despite the recognized importance of greater involvement of better-trained staff (especially physicians and nurses) to the new subacute care concept and product, we found among the freestanding SNFs we visited (with a few notable exceptions):


Little physician involvement beyond that required by existing Medicare/ Medicaid certification standards


Concerns from those in the community (i.e., hospital discharge planners and health plans) about inadequately-trained staff at subacute providers.


Evidence that facilities were unable to handle some types of patients that were being admitted, leading to rates of rehospitalization and emergency use that raised some concern.





	Finally, while long-term hospitals and rehabilitation hospitals do not call themselves “subacute” facilities, they do position themselves as a lower-cost alternative to acute care hospitals and market themselves as a cost-effective choice.  We believe that we were privileged to see examples of facilities in this segment that are indeed striving to and in many ways achieving many of the goals of the new subacute care movement.  It is notable that some providers in the newest segment of long-term hospitals that others say are particularly egregious with respect to charging Medicare a high price for limited service refused our requests for a site visit and hence were not included.  But even among those that we visited - justifiably proud of their product - we observed instances where facilities appeared to have done substantially less to date than state-of-the-art freestanding SNFs with respect to finding cost savings for payors.


V.	While the New Subacute Care Offers Considerable Promise, Realizing that Promise Poses Substantial Challenges for Both the Public and Private Sector


	At heart, the new subacute care promises to provide greater “value” than other forms of care:  similar or better quality for lower cost.  Some of the challenges we see in realizing that promise are discussed below.


A.	Finding ways to strengthen the quality component of the managed care equation, including clarifying what the Medicare managed care benefit includes when subacute care providers are involved.


	Although we found that at present, private sector and Medicare managed care is a minor purchaser of subacute care, all those we interviewed expect this to change and believe that increased managed care will have a profound influence on both the demand for subacute care (expected to increase) and the form of care provided.  But those we interviewed were troubled by what they currently saw of managed care.


	For patients whose care is paid for on a per diem basis, managed care health plans have a strong incentive to discharge that patient as soon as possible to a lower level of care and, eventually, home.  A number of acute care and subacute care providers expressed concern that these incentives are leading some managed care organizations to skimp on care and to discharge patients to the next level lower before the patient is ready.  As discussed in Chapter Five, some institutional subacute providers believed they were being pressured to discharge some patients home before the patients were ready.  Providers of home health services expressed their concern that some of the patients they now see at home require a level of care better provided in an institutional setting.  In brief, in most of our interviews we were told that managed care organizations are generally focusing on little else but costs.


	We also found that there is considerable confusion about the Medicare managed care benefit when beneficiaries are treated in subacute care settings, including concern regarding the following issues:


Concerns that some Medicare managed care plans are attracting new enrollees with the promise of “unlimited” hospital coverage, but in practice are moving these beneficiaries from acute care hospitals to subacute SNFs early in a spell of illness and then cutting off coverage after a limited stay;�


Concerns that Medicare beneficiaries are not made aware of their right to question a non-coverage decision by managed care plans;


Concerns that Medicare managed care patients may be being placed in non-certified beds at subacute care facilities; and


Concerns that some providers are reluctant to object to decisions by health plans regarding patient discharges, despite quality concerns, due to fear of losing future referrals.





B.	Finding replicable technologies for actually producing better value, not just cheaper care.


	This is a tough assignment facing all of health care.  In the world of subacute care, the results of the limited formal research available document instances of less expensive care provided in freestanding subacute SNFs, but do not provide convincing evidence of better value.  There are just four formal studies of the cost-effectiveness of subacute SNFs in which actual clinical outcomes are measured with established functional status scales.  Each of the studies looks at a relatively small set of rehabilitation patients, comparing SNF care to that in rehabilitation hospitals, and none is truly nationally representative.  In each case, the costs are less in the SNF, in large part because the amount of therapy and service is less, but ultimate functional gains are also lower.


C.	Developing appropriate payment policies to realize both savings and value.


	While conventional wisdom is that the development of subacute care is due mostly to the growth of managed care, the true story is that much of the current industry is largely a creature of the anomalies of Medicare payment policies described in Chapter Three.  Medicare’s PPS payments create strong incentives for hospitals to discharge patients as soon as possible.  Facility-based post-acute care providers exempt from PPS, have an incentive to construct new facilities and to increase the amount of ancillary and other services whose costs can be attributed to Medicare patients in order to maximize the proportion of their costs that are allocated to Medicare.  Thus, while Medicare payments encourage acute care hospitals to discharge patients faster to save money, Medicare payment policies for post-acute care virtually assure (so strong are the incentives) that new PPS-exempt units and facilities will be developed to provide needed care and to profit handsomely from the opportunities afforded.


	In some cases, it is clear that Medicare is paying twice for the same service:  first through the DRG to the hospital and second through payments to the post-acute provider for days of care that were assumed to be included when DRG prices were established.  This issue might be addressed by rebasing the DRG payment system, but without a fundamentally new approach to payment, this system will continue to contain strong incentives for frequent movement of Medicare patients from one level to the next.  There are costs involved in these transfers, both the direct costs involved in multiple admissions, transfers, and discharges with attendant paperwork, and human costs as well.  In addition, it is not at all clear that it is prudent or economical in the end to empty acute care hospital beds while simultaneously investing in new bricks and mortar to build new subacute SNFs, long-term care hospitals, and rehabilitation hospitals.  Public and private payors alike are searching for payment systems and care proposal arrangements that will produce both savings and value.  Some specific proposals related to subacute care are briefly discussed below.


1.	Bundling payments for acute and post-acute care.  


	Periodically, Medicare and Congress have considered proposals to bundle all post-acute care payments into the hospital DRG system under PPS.  Such proposals have been criticized by post-acute care providers and by researchers on three important counts.  First, DRGs, which are based on the patients’ primary medical diagnoses, are not predictive of post-acute resource use including rehabilitation.  Second, bundling acute and post-acute payments extends to the post-acute portion of a patient’s episode of care the incentives hospitals already have under PPS to abridge needed acute care services and discharge patients “quicker and sicker.”  Finally, post-acute providers object strenuously to the notion that they might lose all direct access to Medicare payments and simply become the last and - they fear - lowest paid provider at the end of the line.


	As health plans have realized to their advantage, the profits in today’s markets go to those who control the “first dollar.”  Thus, post-acute providers argue that if payments are to be bundled, which might in fact be a good idea, then the recipient should be an integrated network in which an array of providers can participate in both the financial benefits and risks.


2.	Removal of the three-day prior hospitalization requirement under Medicare.


	Subacute SNFs have pressed Medicare to remove the three-day prior hospitalization requirement for all or for a subset of hospital DRGs.  Advocates argue that this requirement leads to unnecessary hospital days and prohibits Medicare from recognizing savings for beneficiaries who might otherwise use a less costly SNF setting for their initial days of care.  


	Currently, neither beneficiaries enrolled in Medicare managed care plans nor private sector patients are required to be hospitalized before a SNF stay.  Nevertheless, subacute SNF providers told us that very few (in most cases, none) of the patients they served who are covered by those payors had come directly to the facility without a prior hospital stay.  That experience suggests that at least at present SNFs are not widely-viewed as an alternative to a hospital admission.


	There are at present, however, relatively few Medicare beneficiaries enrolled in managed care plans (though this may change in the near future).  Subacute SNF providers may be correct that if the three-day prior hospital stay requirement were eliminated for some or all of the fee-for-service Medicare beneficiaries (who currently constitute about 90 percent of all Medicare beneficiaries), some could be cared for more cost-effectively by bypassing the hospital all together.


	Opponents of removing the three-day prior hospital stay requirement fear that it would lead to a significant increase in SNF admissions for patients who would not otherwise qualify for SNF care.  During a one-year period in which the three-day rule was repealed (after the Medicare Catastrophic Care Act was passed and before it was repealed), SNF use increased from 11 million to 30 million days.  Some of this growth was attributable to other changes in Medicare rules at that time.  


3.	Eliminating SNF distinct parts and discrete costing.


	HCFA is considering a proposal to eliminate Medicare and Medicaid distinct part units and to establish “discrete costing.”  If adopted, this proposal would require providers who want to have one or more Medicare certified beds to certify all of their beds under Medicare.  Likewise, it would require providers who want to have one or more Medicaid certified beds to certify all of their beds under Medicaid.  Under the discrete costing portion of this proposal, providers would be allowed to establish more than one discrete cost center for the purposes of Medicare reimbursement (e.g., one cost center for patients with heavy care needs, another for those with less complex needs).  


	We found that while SNF providers supported the notion of discrete costing, the proposal to eliminate distinct parts was asserted to have serious implications for access to services for Medicaid patients.  Many of the subacute SNF providers we interviewed told us that they would consider decertifying their Medicaid beds if they could not have a distinct part.  They expressed concern about the viability of sustaining a subacute program if they lost the ability to move a patient from a subacute service area to another part of the facility, after the patient no longer required intensive service.


4.	Removal of three-year exemption for new providers.


	Proposals have been considered regarding removing the three-year exemption from cost limits for newly certified post-acute care providers.  The three-year exemption was established to give providers an opportunity to build a steady patient population and establish a cost base.  Some providers are said to use their three-year (and eleven months) exemption to build high cost bases.  When the three-year exemption ends, these providers could theoretically cut their costs in order to profit from Medicare and to better compete for managed care patients.  With no apparent need for new facilities, there are serious concerns about the costs of the three-year exemption to the Medicare program, relative to its benefits.


5.	Prospective payment for post-acute care providers.


	Policymakers are currently considering the development of prospective payment systems for SNFs and rehabilitation hospitals.  The two proposed systems are very different:  the rehabilitation system would be a case rate while SNFs would continue to be paid on per diem basis.  The system most often discussed for rehabilitation hospitals is patterned after the PPS for hospitals and is based on Functional Related Groups (FRGs), a classification system for rehabilitation patients.  If implemented, this system would create many of the same incentives, both positive and negative, that currently exist for acute care hospitals under PPS.  


	A prospective payment system for rehabilitation facilities would provide these facilities with incentives to manage their costs carefully and to admit heavier care patients (under the flat rate system, facilities have a disincentive to admit patients with greater than average resource needs).  This system would also establish a more level playing field for rehabilitation providers, who now receive widely differing amounts for similar patients.  However, as under PPS, this system would also give rehabilitation providers an incentive to profit by spending less money on patients, raising problematic quality concerns, since the available research shows that the greater resources applied by rehabilitation facilities has led to better results.  Again, unless ways are found both to produce greater value and to link payments to value, then changes in the payment systems may produce savings at the expense of quality. 


	Prospective payment for SNFs could take a number of forms.  One approach being considered would base reimbursement on resident acuity; each provider would be paid based on their overall case-mix.  A prospective, per diem case-mix system for SNFs appropriately designed, might promote improved access for higher acuity patients, greater equity across providers, and greater incentives for cost containment.  State-of-the-art SNF subacute care providers, however, assert that the key available case-mix measurement system (RUGs III), does not appropriately capture the resource requirements of the types of patients they serve.


VI.	We Also Found Critical Gaps in Information Needed by Both the Public and Private Sectors


	As discussed in Chapter Six, very little reliable information is available on the cost savings of subacute care or of specific policy changes proposed to encourage the growth of this industry.  Much of the available evidence relies on comparisons of costs per day or on questionable assumptions about use and length of stay.  There is also very little evidence on the effect of subacute care on patient outcomes.  At a minimum, policymakers require reliable answers to two questions.  What is the effect of subacute care on the total cost of the episode of care?  What is the effect of subacute care on long-term outcomes for patients?  


	Analyses to date of the relative costs of subacute care have been limited to comparisons of the subacute portion of the patient’s care episode and are based on differences in cost per day.  These methods ignore important potential effects on post-discharge costs, despite the rapid increase in home health expenditures for public payors.  Post-discharge costs should include costs associated with any readmissions and any longer term requirements for care in addition to home health care costs.  Current research also fails to capture the often substantial economic impact on caregivers that may include declining productivity and foregone wages.


	There are also important gaps in information needed to determine for which group of patients subacute care is a beneficial alternative in terms of cost and quality of care.  Which patients being cared for by subacute care providers benefit from the substitution of a subacute care stay for additional days in an acute care hospital?  Do some patients benefit more than others from subacute care?  How and why?


	Subacute care is being provided in many different settings.  How do costs compare across these subacute care providers?  Again, researchers have limited their comparisons to per diem costs.  Just as it is important to examine the costs of subacute care for the full episode of care, it is crucial to determine how costs for the full episode of care compare when different subacute providers are used.  Ideally, one should also be able to determine which match of patients and providers produces the most cost-effective results.  For example, are some patients better cared for in a rehabilitation hospital than in a subacute SNF?  If so, which ones?


	Finally, public and private payors determined to reduce health care spending should ideally know the likely impact of specific changes before they are implemented.  To this end, there is a critical need for carefully evaluated demonstrations designed to assess the likely impact of ideas related to increased use of subacute care.  In addition, much that is happening today in the private sector with regard to managed care and much that is likely to be implemented in the near future with regard to public payment policies are real world experiments with uncertain outcomes.  There is, at a minimum, a need to set in place the mechanisms that will allow us to understand the ultimate results in terms of costs, quality, and access to care.


�



�  Although we did not “see” a home health care program during our site visits, we include them as part of this discussion.


� Some long-term hospitals have been particularly concerned with this issue.  While we were not able to verify the extent to which the situation actually occurs, we did hear about it from a number of concerned providers.  The issue is described as follows in a issue paper prepared by a long-term hospital.


“As one of their enrollment inducements to Medicare beneficiaries, Medicare managed care entities frequently market unlimited day coverage for inpatient hospital care.  Beneficiaries who join these Medicare “at risk” HMOs understand they no longer need to purchase the 365 day hospital benefit which is mandated for Medigap policies.  It is, however, the experience of most PPS-exempt hospitals, including long-term hospitals, that Medicare managed care contractors divert virtually all post-acute PPS-exempt hospital patients to subacute facilities.  By doing so, Medicare managed care contractors require Medicare beneficiaries to prematurely exhaust their limited 100 day nursing facility benefit, not their unlimited hospital benefit.


This referral pattern is unique to Medicare managed care contracting and is not based on price considerations or patient outcomes.  Thus, the current Medicare managed care program provides an economic incentive to place chronically ill and disabled Medicare beneficiaries that qualify for hospital level services in “subacute” SNFs.  This will cause beneficiaries to prematurely exhaust their Medicare SNF day benefits and spend down to Medicaid status.”
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