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REMODELING HOME CARE: MAKING THE TRANSITION
FROM FEE-FOR-SERVICE TO MANAGED CARE

By

Meryl Beth Rappaport

ABSTRACT

This research explored the intersection of two rapidly growing sectors in the health

care industry: home health care and managed care. The study describes the impact of

managed care on Medicare-certified home health agencies (HHAS), the largest component

of the home health care industry. The study examined HHAs situated in the eleven areas

with the greatest managed care enrollment nationwide. Fifty-two HHA managers were

interviewed by telephone, and the response rate was 81 percent. Four managed care impact

areas were examined: financial issues, agency characteristics and structure, Services and

utilization, and management and operations.

The study describes financial impacts including reimbursement and client mix,

numbers, types and goals of HHAs partnerships and contracts with other provider

Organizations, profitability of and revenue from managed care, and HHAs financial risk for

care. Fee-for-service clients received more days of care and visits than managed care

clients in the sample. Multi-facility, HMO and chain/franchise agencies delivered higher

Volumes of managed care than hospital-based and independent HHAs. All HHAs,

regardless of their managed care contract status, were becoming comprehensive care

Providers through partnerships and by adding many new services, particularly health
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promotion, case management and utilization review functions; few services had been cut
within the past year.

The majority of HHAs planned new organizational structures, and strategic planning

and restructuring efforts were reported significantly more often by HMOs, multi-facility

and chain/franchise-owned HHAs than by hospital-based and independently-owned HHAs.

Extensive data management efforts were reported; larger HHAs were significantly more

likely to have more staff dedicated to management information systems for managed care

contracts. HHAs with more managed care contracts were more likely to report that

Operational costs for managed care clients were higher than for other clients.

The environment surrounding the change from traditional reimbursement to

managed care is uncertain and rapidly changing. HHAs reported using three top strategies

10 cope with this uncertainty; these fell into the categories of meeting market demands

(36%), collecting and applying data (19%), and developing partnerships and networking

(17%). Significant differences were found between agencies that did and did not have

"anaged care contracts with regard to five activities executives had undertaken to move

into managed care; HHAs that had managed care contracts were significantly more likely to

have had meetings with administrative staff regarding managed care, meetings with related

"ganizations regarding managed care, meetings with Board or shareholders concerning

"anaged care, have a planning document regarding managed care, and be developing a

"nancing system to support managed care. Administrators' perceptions of the twº greatest

"* of managed care are described: fiscal impacts most affected agencies, service
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delivery impacts most affected Staff, and access and utilization impacts most affected

clients.

Despite considerable variation in agency characteristics, more similarities than

differences were found among HHAS in the areas of financial impact of managed care,

agency structure, Services and utilization and management and operations. The study

concludes that market and environment pressures within heavily HMO-penetrated

communities encourage all HHAS to become similar, regardless of whether the HHAs have

managed care contracts. *
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CHAPTER I: INTRODUCTION

Medicare-certified home health agencies which have flourished under a per-visit, fee

for-Service reimbursement model increasingly are delivering care under managed care

reimbursement models including capitation or prospective payment. There is almost no

information on the ways home health agencies (HHAs) are re-engineering for managed

care. Because they are in the earliest stages of responding to market pressures

accompanying alternative reimbursement models, this is a unique and ideal time to study

the organizational and service delivery transitions HHAs are making. The goal of this

dissertation research is to examine ways in which home health agencies are changing in

response to managed care.

The driving influence of managed care and cost containment is causing health care

providers and home care organizations to reconceptualize their roles in the health care

delivery system. Managed care is defined as a health care program which imposes some

controls on the utilization on health care services, the providers who offer such care, and/or

the fees charged for such services. Usually it is physicians' practice that is “managed” in

managed care. Under fee-for-service FFS reimbursement, the incentive is for providers to

deliver a maximum amount of care since volume drives revenues. (Feldstein, 1993) These

financial incentives have shaped the orientation and structure of the health care delivery

System, resulting in health care which has been institution-based and hospital-centered

(Miller and Luft, 1994). A change in reimbursement systems from fee-for-service to

managed care requires multi-faceted changes in philosophy, operations and service delivery

º - º }
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mechanisms. Under a capitated or managed care system, financial success depends upon

reducing the use of expensive services such as hospitalization, increasing the efficiency of

Service delivery, maximizing the use of appropriate levels of care and technology in various

Settings, and minimizing overall service utilization (Luft, 1978; Buerhaus, 1992; Wallack,

1992)

Home care organizations, including licensed and unlicensed home health agencies,

hospices, home medical equipment companies, home infusion providers, and

homemaker/chore services, potentially have an integral role to play in helping health care

Systems achieve these objectives. Home care is the single largest component of

community-based care. These organizations deliver care efficiently in the community, and

are able to capitalize upon clients’ desire to be cared for at home.

Home Care Growth

The growth of home care has been exponential as other providers recognize the

potential of home care to contribute to efficient, appropriate care (Luft, 1987; Van Gelder

and Bernstein, 1986; Stark, 1986). Home care growth has outpaced other sectors of the

healthcare industry in recent years, and is the smallest but fastest growing component of

personal heatlhc are expenditures (Burner and Waldo, 1995; Letsch et al., 1992). While

hospital care spending increased by 11.1 percent in 1990, and physician services Spending

by 110 percent, home health care spending increased by 34.4 percent (Bishop and Skwara,

%). Factors affecting payment growth to home health agencies from 1974-1990 include

à
à
—

--º
sº --

■

º~5



increased enrollment, increased service per 1,000 enrollees, visits per person served and

average payment per visit (Helbing et al., 1992).

There has been a steep rise in the number of home care agencies in the past decade.

As of 1995, there were 8,747 Medicare-certified home health agencies in the country

Niom Association for Home Care, 1995); research has identified that state- licensed,

non-Medicare-certified agencies may represent approximately one third more of the total of

home health agencies nationally (Harrington, DuNah and Bedney, 1993). Following a 1980

change in federal policy that allowed proprietary agencies to operate in states which did not

license home health care, and the implementation of the prospective payment system (PPS)

(Humphers-Ginther, 1994), the proprietary segment of the industry grew from 471 agencies

in 1982 to 997 agencies in 1983. By 1986, the proprietary agency growth rate was up

minely percent, and proprietary agencies totaled 1,899. In the same time period, nonprofit

agencies grew only twenty-one percent. Aiming to recoup some of the revenues they were

losing from fewer admissions and shorter lengths of stays by shifting their revenue centers,

many hospitals either added or purchased home health agencies. Between 1983 and 1986,

the number of hospital-based Medicare-certified HHAs grew by more than one-hundred

twenty-five percent nationwide, from 597 to 1,370 (Lerman, 1987, p. 3, figure 1-2). While

PPS sought to contain institutional care costs, it had the effect of increasing home care

utilization and thereby shifting costs.

In addition to the implementation of PPS, several other federal policy initiatives

have also spurred the growth of home care. The addition of the Hospice Benefit as part of

the 1982TEFRA amendments to the Medicare program launched Medicare on a notable
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departure from its past emphasis on medically-related services (Spohn et al., 1988).

Medicare-reimbursed services were expanded to include palliative and support services to

terminally ill patients. In addition to skilled care, physician Services and short-term

inpatient care, the Medicare Hospice Benefit includes custodial care as well as Social and

psychological Services.

Further modifications in federal policy had the effect of expanding Services to more

chronically ill patients. In July, 1989, as the result of a class-action lawsuit against HCFA,

Duggan v. Bowen, Medicare redefined definitions and revised coverage provisions

contained in the Medicare Health Insurance Manual (HIM-11). The revisions were

intended to clarify the policies governing home health coverage, specifically broadening

and reinterpreting the phrase, “part-time or intermittent”. Compared with previous practice

patterns, these changes significantly expanded Medicare home health agency eligibility and

coverage (HCFA, 1995; pp. 80-81). It has been argued that as a result of the Duggan vs.

Bowen decision, Medicare home health may now be serving a more chronically disabled

population than ever before (Stone et al., 1993; Bishop and Skwara, 1993). Recent

utilization and expenditure data support this contention. The number of Medicare home

health visits per enrollee has increased from 1.38 in 1982-83 to 2.42 in 1989-90 (Manton, et

al. 1994). Also, home health aide visits made up 26.9 percent of visits in 1988, growing to

47.4 percent of Medicare home health visits in 1993 (HCFA, 1995).

The rising bill for home care has not escaped the attention of policy makers and

legislators; home health under Medicare has been identified as an important factor

contributing to escalating health care costs (Phillips et al., 1994; Vladeck and Miller, 1994;
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Burner and Waldo, 1995). According to Congressional Budget Office projections, 1995

home care expenditures were expected to total approximately $27 billion, roughly 3 percent

of national health care spending (National Association for Home Care, 1995). Others have

projected higher expenditures of $27.9 billion in 1995, of which $16 billion would come

from Medicare and Medicaid (Burner and Waldo, 1995). By 2005, home health care

expenditures are projected to reach $68 billion, with Medicare and Medicaid footing the bill

for $35 billion (Burner and Waldo, 1995).

In response, policy makers have begun to clamp down on expenditures by

implementing more stringent reimbursement criteria on home health and nursing home

Services (Worcester, 1990). During 1993-94 efforts to reform health care, and continuing

since then, Medicare home health agencies have been a major target for budgetary cuts.

Proposals to increase beneficiaries' copayments for home health, changing the cost limits

which determine the rates paid to Medicare HHAs, and attempts to bundle post-acute care

payments into hospital diagnosis-related groups are being hotly debated (National

ASSociation for Home Care, 1996b; Vladeck and Miller, 1994).

Medicare is also encouraging beneficiaries to enroll in managed care options,

particularly HMOs, as a means of controlling the costs of the Medicare program. As of

March, 1995, 3.2 million beneficiaries had chosen to enroll in a managed care plan covered

by Part B, the majority (76 percent of these) were enrolled in risk-based contracting plans

(Prospective Payment Assessment Commission, 1995). Medicare had 2.8 million

beneficiaries enrolled in HMOs in August, 1995, more than double the number enrolled in
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1987; since 1993, there has been a 25 percent annual growth rate for beneficiaries enrolled

in risk-contracts (General Accounting Office, 1996b).

Changes in the Market Environment

The revolutionary changes underway in health care are having a direct impact on

home care. There is a growing body of research on the organizational changes home care

agencies are experiencing with the advent of the changing reimbursement environment for

healthcare. Beginning in 1983, a study of community-based long term care revealed that

providers were responding to numerous environmental pressures including increased

competition, budget cuts, reimbursement limitations and service demands from a more

acutely ill population (Wood et al., 1986). Restructuring of organizations and services has

also been documented (Estes, 1985; Wood and Estes, 1990; Estes and Wood, 1986).

Demand for home care has grown. Changes in health care during the past decade

have increased the need for home health care among the elderly, disabled and other

populations (Helbing et al., 1992; Benjamin, 1986; Swan and Benjamin, 1990). More than

three quarters of Medicare patients were rated as having moderately acute or acute/resolving

medical problems at hospital discharge (Benjamin et al., 1989); prospective payment has

added to the phenomenon of patients being discharged at higher acuity levels (Mauser and

Miller, 1994), and this has contributed to demand for home health services. Medical and

functional status have been shown to influence referral to home health care reimbursed by

Medicare (Benjaminet al, 1989). Home health care seemingly is being recognized as a

t



mainstream component of health care delivery. Home care organizations have spent the

past twelve years or so fighting for recognition as key players in the health care system.

This status seems to have been achieved as at least some forms of home care had an

established place in most of the 1994 health care reform packages; the scope of the role

home care may played in these packages varied considerably, ranging from acute to long

term community based care. As a result of changing reimbursement mechanisms,

paradigms of health care delivery are shifting and community-based care is increasingly

important. Home health care is required coverage for federally qualified plans under the

1973 HMO Act. In 1990 more than half of all HMOs had no copayments or limits on home

care, and every HMO now offers some form of home health coverage (Peck, 1993).

Other important effects of the reimbursement environment on community-based

care include privatization (or commercialization) of profitable Services, proprietary agencies

Strongly entering the market which had been mainly dominated by not-proprietary

Organizations, fragmentation and "unbundling" of Services, targeting of services to those

able to pay, and transfer of caregiving work from formal to informal care delivered by

family members and vertical integration (Clark and Estes, 1992; Estes et al., 1988: Estes and

Swan, 1994). These reimbursement effects have impacts upon home care client mix and

caseloads, access to care, cost-containment pressures, Services and employment

arrangements.
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HMOs and Managed Care

HMOs have been viewed as a possible solution to the problems of rising medical

Catecosts, and fragmented and inefficient care. The most common forms of managed care

Organizations are health maintenance organizations (HMOs). Government made HMOs an

important component of federal health policy with the passage of the Health Maintenance

Organization Act in 1973. Since then, HMOs have grown rapidly, spurred by public policy

changes in the early 1980s which made HMO participation with Medicare and Medicaid

beneficiaries more attractive (Miller and Luft, 1994b; McMillan, 1993; Christianson et al,

1991). Various types of HMO products have been established, and certain models have

bººme more or less popular as a result of consumer preferences and policy directions

Miller and Luft, 1994a: Porter and Hamer, 1993; Hurley et al., 1991).

National enrollment in HMOs has grown from 23.7 million in 1986 to 49 million in

"...a mid-year 1994, HMO penetration had reached 20.3 percent of the population in the

US (Marion Merrell Dow, 1994). As of August, 1995, about 2.8 million Medicare

Kº■ iciaries nationally, or about 7 percent of the total, were enrolled in risk-contract HMOs

"ºmment Accounting Office, 1996). Although Medicare beneficiaries have enrolled in

"MOslo amuch lesser degree than others with private-sector health insurance, Medicare

"MOenrollment is expected to continue to increase quickly in the next few years.

The importance of HMOs varies considerably from state to state. For example,

"Mºmollment has grown particularly rapidly in the past four years, especially in the

**California and Florida which have more than half of all enrollees. While five
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states had more than 30 percent of their population enrolled in HMOs in 1994, three states

had no HMO enrollees (Government Accounting Office, 1996).

Like more traditional health care systems, managed care companies are also under

pressure to contain costs, decrease the fragmentation of care and deliver care more

appropriately. For managed care to be financially successful, managed care organizations

must control costs and utilization. There are several key methods for achieving these goals,

Careful selection of enrollees (Luft and Miller, 1988), control of physician practice patterns

and Schedules, and risk sharing arrangements with providers (especially physicians)

(Kramer et al., 1992) are important strategies for controlling costs and utilization.

To extend utilization control across the continuum of care, a growing number of

managed care organizations are becoming multi-organization systems. To control home

health spending, many are buying up their own home health agencies, or expecting high

levels of performance for minimal pricing from HHAs with whom they contract

(O'Donnell, 1993).

A fundamental component of recent health reform initiatives, some have predicted

that managed care will constitute 95 percent of health care delivery business in the 1990s

(Patricelli, 1986). The growth and refinement of HMOs and other forms of managed care

demonstrate that it is a permanent feature of the health care market (Gruber et all, 1988:

Christianson et al., 1991). Although many types of provider arrangements fall under the

■ ubric of managed care (Rosenbach et al., 1988, Levin and Levin, 1986), they share

Common goals of reducing costs and providing care which is cost efficient and delivers

g00d value.
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ORGANIZATIONAL AND MANAGEMENT RESPONSES TO COMPETITION

Home care providers’ shorthand for the experience of the market pressures

Stemming from managed care is “more, faster, better, cheaper”(Wilson, 1994). These

objectives are catalysts for major changes in health care, some of the most important of

which include: 1) consolidation and new partnership/networking efforts; 2) development of

new methods of streamlining operations and enhancing productivity; 3) the creation of new

databases and novel means of applying them for the purposes of organizational

restructuring, focused utilization review, critical pathways, outcomes research and quality

control;4) a growing interest in earlier intervention/preventive health care and wellness

programs concomitant with a shift from institution-based to outpatient and community

based care (Harrington and Estes, 1994). Based on these factors and market pressures,

HHAs are engaging in a number of activities to obtain managed care contracts and compete

Successfully in a managed care environment.

Developing Partnerships and Networking

A major market pressure is insurers’ demands for services which are easy to access,

initiate and coordinate, and greater provider accountability for services rendered and

charges levied. In order to meet these market demands, home care organizations are

*structuring, diversifying and engaging in a variety of strategies to maintain a competitive



edge. These pressures are also fueling a trend toward developing alliances and networks

among organizations in order to attract payers seeking “one-stop-shopping”. Independent

home care providers are especially concerned about their organizational viability under

managed care, since networking to create larger health delivery systems is most often

important to these systems; their ability to contract with national payers without having a

national presence is a particular concern (Staffing Industry Analysts, 1994). While home

care industry publications are rife with reports of business mergers and spin-offs (...home

health line, 1996b; Marion Merrell Dow, 1995) and the pace of acquisitions quickened 14

percent in 1995 (Eli Research, 1996d), there is almost no research reflecting HHAs plans to

participate in these networks and partnerships. One of the major areas of inquiry of this

research has been to discover the nature of their current partnerships and ascertain the

timing and types of organizations with whom HHAs plan to network in the future.

Streamlining Operations and Enhancing Productivity

Although market pressures are forcing HHAS to find ways to streamline operations,

little information is available on the ways HHAs are controlling costs. Underprovision of

patient care is one concern which Medicare-certified providers are required by the Health

Care Financing Administration (HCFA) to assess regularly via utilization review efforts.

Case management, service delivery changes, alternative payment incentives for staff,

organizational restructuring, and increased reliance on client self-care (Humphers-Ginther,

Cº.



1994; Rappaport, 1992) are some of the ways agencies may be tackling the effort to contain

COSíS.

One example of the complexity involved in operational changes during this period

of reimbursement transition pertains to delivering care under competing incentives. As one

industry veteran describes it,

“While managed care is viewed as a panacea for all that ails the system, we are
currently in a difficult transition period. We have the worst elements of the fee-for
Service system combined with the worst elements of managed care. We have not
yet arrived at managed care, but instead are experiencing “Managed Indemnity.”
(Brill, 1995, p. 9).

Home health administrators must motivate and manage staff, and provide them with the

leadership to enable delivery of services under a variety of reimbursement mechanisms.

Some HHAs currently serve clients who are reimbursed by Medicare on a per-visit FFS

basis, and also have contracts for capitated client care (Brill, 1995). The incentives for these

two types of service delivery are diametrically opposed, yet staff at many of these agencies

must be able to deliver care successfully under both reimbursement mechanisms.

Frequently, the same staff may have both capitated and Medicare per-visit reimbursed

patients, and it may be necessary to establish different productivity standards for each. This

presents a challenge, both to management and to clinicians, to simultaneously embrace

differing service/reimbursement philosophies and successfully apply them.

Home care administrators are concerned about positioning their organizations

correctly for change, a task made very difficult since current directions of change are

partially undetermined and very dynamic. In this environment of uncertainty, there is a

lièmendous quest for information and data that may be used to formulate strategies which



organizations can use to maneuver into position to assure their future success, while

simultaneously maintaining and promoting the growth of their current operations So that

they remain financially viable in the short term.

Positioning their agencies to rely on the right reimbursement mix currently is a

challenging task for home care administrators. Medicare FFS reimbursement has been the

primary, reliable reimbursement source for the vast majority of home health providers

(Bishop and Skwara, 1993). HCFA, Congress and the home care industry each have been

exploring possibilities to introduce prospective payment to home care (Brown et al., 1995;

Prospective Payment Assessment Commission, 1995; Phillips et al., 1994; Vladeck and

Miller, 1994). Unlike hospitals and other providers which have operated under prospective

payment for more than a decade, most HHAs are only now beginning to track data which

they need to compete effectively under alternative reimbursement methods (Eli Research,

1996g). Other efforts are underway to gather industry-wide data which may provide a basis

for prospective or capitated payments for home care (Phillips et al., 1994;California

ASSociation for Health Services at Home Foundation, 1993; Saba, 1992), and to develop

alternative payment models (Brown et al., 1995; Remington, 1994). Most home care

agencies lack information about the cost of care they provide which is essential to their

ability to respond to potential changes in the reimbursement System.

Cost containment is a vital part of streamlining operations and sketching a clearer

picture of operating costs. Case management plays an essential role in monitoring

utilization and has the potential to contain costs (Yordi, 1988). Preventing illness, treating



ill clients efficiently and appropriately, and delivering care in the most appropriate, least

expensive setting are essential components of a successful managed care strategy.

Older patients are known to use significantly more health care resources and they

are the largest group served by home care agencies (Marion Merrell Dow, 1995). Because

many elderly Medicare beneficiaries are enrolled in HMOs that aim to contain costs, many

of these organizations have implemented geriatric care approaches that focus on 1)

identifying high risk patients (Thompson, 1997), 2) assessing multi-problem patients, often

using a comprehensive geriatric assessment program (Reuben et al., 1992), 3) treating multi

problem patients, 4) rehabilitating patients following acute events, 5) reducing medication

problems, 6) providing long-term care and home health care, 7) coordinating care with

Social Services, 8) specialized screening methods for new enrollees (Kramer et al., 1992).

The extent to which home care agencies have adopted similar strategies for containing the

costs of the care they provide to their older clients is unknown.

Collecting and Applying Data

In addition to the need for accurate cost data to respond to potential changes in

reimbursement mix, data are an essential foundation of two current developments in health

Care quality delivery: critical pathways and outcomes. Like other health care providers,

individual HHAs are beginning to develop critical pathways to guide the delivery of care

and Standardize some aspects of utilization for specific diagnoses. A critical pathway is a

multidisciplinary plan for a target group of clients with a specific condition or treatment
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which includes critical (key) events which occur in a specific sequence, at defined times and

with specific expected outcomes (Westra, 1994). They are created by gathering data on

Standard practices, laboratory tests, numbers of visits, etc. across disciplines. For managed

care contracts, critical pathways are tools which allow the HHA to tell a payer how much it

costs to achieve a particular outcome.

Outcomes measures help home care organizations describe what they do for payers

and clients, and integrate outcome measurement into organizational operations and

planning. They also allow home care organizations to engage in outcome-based quality

assurance and quality improvement processes (Shaughnessy et al., 1994a: ...home health

line, 1996c). Home care organizations are in the very early stages of identifying meaningful

Outcome measures (Case, 1994; Chrisler et al., 1994). As part of continuous quality

improvement and quality assurance activities, outcomes are useful management tools which

allow agencies to identify areas for modification; such fine tuning may result in changes in

Service delivery, operations, patient treatment methods and other areas - and may also result

in cost efficiencies. Research suggests that home health outcomes may be related to the

Organizational structure and auspice of an HHA (Shaughnessy et al., 1994b). It has been

argued that policy decisions about home care should be based on Systematic, comparable,

patient-based outcome data (Shaughnessy et al., 1994a). However, little is known about the

extent to which HHAs are tracking this data, the nature of HHAS’ efforts to gather outcome

information, or the quantity of resources they are dedicating to data collection. This study

will describe some of the efforts HHAs are making to contribute to cost effective outcomes.



Creating Health Promotion/Early Intervention Programs

Interest in preventive, community-based and other non-institutional forms of care is

intensifying as the payment system for health care evolves, moving towards a system in

which providers are paid to manage the health of a defined population over a period of time

rather than being paid per service. As a result, paradigms and financial incentives are

developing which support a vision of health care delivery sites as a continuum across

Settings (Cummings and Abell, 1993). By shifting the location of care to outpatient settings

Such as home health care, hospital stays can be shortened or eliminated, thereby reducing

healthcare costs significantly (Axene and Hulet, 1994). More savings, and potentially

better outcomes, may result with the introduction of a strong prevention, wellness and

health promotion orientation (Vogt, 1994; Simon, 1994; Michaels, 1994) which is central

to a vision of a more strongly integrated health care delivery system (Cummings and Abell,

1993). Under capitated managed care, the incentives to provide preventive services and

early intervention in the disease process are great (Iglehart, 1994).

Diagnosis-related patient teaching and self-care is an integral part of most current

Medicare-reimbursed home care interventions. However, because few payers currently

reimburse for wellness and early intervention services, it is assumed that few are currently

delivered in the home. Personal responsibility for wellness and prevention is a recognized

goal of Healthy People 2000, a federal initiative. Because more information about HHAs'

cu■■ ent and planned efforts to deliver health promotion/early intervention Services would

Provide valuable insights about the role HHAs are playing in this arena, this study has



gathered data to describe the current and planned health promotion/early intervention

programs offered and identify any unique populations to whom they are offered.

Anticipating Health Care Reform

Independent of any future decision to reform the health care system, additional

market pressures have been generated by recent discussions of health care reform. Industry

analysts have suggested various implications of health care reform. In analysis of health

Care reform factors, Ernst and Young (1992) listed nine areas of impact: price structure,

Structure to manage care, business partners, liability with additional responsibilities,

Optional Services, information management approach, business office, clinical expectations

and competition. In response to these impact arenas, they proposed a multi-faceted

management agenda for health care organizations which included reexamining

Organizational role and purpose, determining competitive strategy, identifying and

developing partners and collaborators, understanding the market, understanding costs,

integrating decision support systems, identifying new revenue opportunities, redeveloping

human resources to reflect the changing clinical roles of nurses, reevaluating capital and

technology needs and tracking clinical performance. Many of these changes have been

evolving for some time in other sectors of the health care delivery system. Doerr (1993)

Outlined four key implications of health care reform specifically for home care providers: 1)

develop partnerships; 2) learn to manage care; 3) focus on how home care can contribute to



cost-effective outcomes of care and 4) identify prevention and early intervention

opportunities.

SIGNIFICANCE OF THE STUDY

This study is important because it examines the intersection of two rapidly growing

components of the health care delivery system: the home health industry and managed care.

The Study describes the early efforts of the largest identifiable group of home care

providers, Medicare-certified home health agencies, to respond to the pressures of managed

care. This group of providers is growing quickly, and represents an increasing share of

federal health care expenditures; the industry is also beginning to draw considerable

attention from payers looking for ways to control its growth and costs.

Managed care is an alternative reimbursement System that is gaining strong

momentum and having a far reaching impact on the entire health care delivery system.

Increasingly, managed care is part of private insurance and government third party

programs and it continues to be a major consideration in a variety of health care reform

plans. Organized, formal home care services, such as those delivered by HHAs, will play a

major role in any reformed health care delivery system. Because the incentives of managed

Ca■ e are opposite to those under existing fee-for-service reimbursement, it has the potential

10 radically affect HHAs practices.

Since HHAs were beginning to straddle two reimbursement worlds, fee-for-service

and managed care/capitation-type alternatives, this was a unique window of opportunity to



examine their plans and earliest experiences with regard to managed care. The sample

design for this study was selected expressly to include HHAs most likely to be on the

forefront of managed care in order to capitalize on this extraordinary timing. Because these

changes are new, the study was primarily descriptive. Rather than focusing on a narrow

Sector of information, a broader approach was used to collect data on a number of topics

linked to changes which have occurred in other sectors of the health care system with the

advent of managed care.

The study described some of the organizational changes, operations and staffing

alterations, service mix and clinical delivery adaptations HHAs were making in the current

market environment. In so doing, the study provides insights into Some of the specific steps

HHAS were taking to respond to managed care and health care market changes.

It is hoped that this study will contribute to improved formulation of health care

policy under alternative reimbursement systems by 1) developing unique insights into the

responses HHAS are making and planning in anticipation of managed care, and 2) gaining

an early understanding of the impact of managed care upon home care philosophy,

Organization, service delivery, staffing, client access, and administrative operations. More

sensitive and refined policies will benefit home care consumers who have the least to say

about policy change, yet experience directly the greatest impact when health care delivery

Systems undergo revolutionary changes. For the home care industry and individual HHAs,

itishoped that this study provides valuable information as to the types of adaptations home

healthagencies are making as they prepare for managed care, and identifies trends,
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information needs and issues HHAS must address in order to succeed and deliver quality

care under alternative reimbursement mechanisms.



CHAPTER 2: REVIEW OF THE LITERATURE

HOME CARE AGENCIES IN THE UNITED STATES

Home care is predicted to be the fastest growing sector of the health care delivery

system through the first decade of the 21st century. Spending for home health Services is

projected to grow faster than any other component of national health expenditures through

2005 (Burner and Waldo, 1995). In 1995, public and private home care expenditures were

projected to total $27.9 billion; of this, government home health expenditures were

projected to be $11.6 billion for Medicare and $4.4 billion for Medicaid (Burner and Waldo,

1995). According to the Congressional Budget Office, home care spending grew 11.5

percent in 1996. The projected rate of future growth varies according to various sources;

Congressional Budget Office estimates through the year 2007 suggest the rate of home

health spending will plateau or start shrinking, but industry experts disagree (Nevin, 1997b).

The prominence of this sector of the health care delivery system lends credence to

the importance of studying home care. Although home care in the United States is more

than two hundred years old, home care’s importance within the health care delivery system

has evolved just in the past few decades. This section will trace the history of home care to

create a basis for understanding the industry which is the subject of this research.
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A Brief History of Home Care’s Evolution

Home care services have their roots in philanthropy. In 1796, the Boston

Dispensary established the first home care program to relieve sick patients from being

Separated from their families. By receiving care in their homes, patients could be

comfortable and simultaneously avoid the welfare stigma of colonial hospitalization (Irwin,

1978). The modern concept of providing nursing care in the home was developed by

William Rathbone of Liverpool, England in 1859. After nurses cared for his wife at home

prior to her death, he set up a visiting nursing school with the help of Florence Nightingale.

Students were trained as visiting nurses at the Liverpool infirmary and its graduates focused

On helping the “sick poor” (Humphrey and Milone, 1991). Visiting Nurse Associations

(VNAS) were established around the United States during the late 1800s. These privately

funded charitable organizations primarily addressed problems with hygiene and multiple

illnesses which were the result of dismal living and working conditions.

Through the first decades of the 20th century, private philanthropy funded

Organizations, such as Visiting Nurse Associations, and was the backbone of American

Social Services (Trattner, 1989). While public funding for some social services was

established during the Depression and the New Deal, and hospitals grew with funding from

private and public sources as well as patient charges (Starr, 1982), home care remained

Small and charitably funded until the enactment of several major policy initiatives.

Beginning with the passage of Medicare and Medicaid in 1965 (Title XIII and Title

XIX of the Social Security Act), governmental policy has provided impetus for the
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expansion of home care. Medicare authorized governmental funding for home health care

Services and established the Conditions of Participation, regulations for home health

agencies that wished to qualify for these funds. Designed to provide post-acute care and

control utilization, the original Medicare home health benefits restricted eligibility in

various ways. The most notable requirements included physician declaration of the client's

homebound status (the client was confined to home but not so ill as to require constant

care), hospitalization of at least three days duration prior to admission to home health, need

for part-time or intermittent skilled nursing care, physical or speech therapy, limitations on

the number of reimbursable home visits, and client-borne deductibles.

During this time, home health care continued to be delivered almost exclusively by

nonprofit, charitable organizations and governmental agencies. The Conditions of

Participation required that participating proprietary agencies could only operate in states

which separately licensed home health care. This restriction effectively kept proprietary

home health agencies from entering the market.

In 1972, several important legislative changes were made to the Medicare program.

Disabled individuals were added as a category of patients entitled to Medicare, and the end

State renal disease (ESRD) program was enacted to provide reimbursement for kidney

dialysis under Medicare. A copayment requirement for Part B home health services also

Was eliminated (Balinsky and Starkman, 1987). These changes enhanced the growth of

Medicare, and home health in particular.

One of the most significant public policy changes under the Omnibus

Reconciliation Act of 1980 (ORA 1980) was the removal of certain Medicare certification



restrictions, thereby allowing proprietary HHAs to operate in states without licensure. This

provision had suppressed proprietary agencies’ entry into the home care market because,

among other factors, only 24 states had licensure laws in effect (Spohn et al., 1988).

Together with other policies to promote deregulation and competition, the Act spurred

dramatic growth in proprietary and chain/multi-facility home health agencies (Bergthold et

al, 1988; Kirby et al., 1986) and reversed a twenty-year pattern of supply dominance by

government and nonprofit agencies over proprietary agencies. As a result, the greatest

growth in the home care industry has been in the proprietary sector. From 1978 to 1983, for

example, nearly 60 percent of the growth in the industry was accounted for by proprietary

agencies, a six-fold increase (Benjamin, 1986). In 1985, proprietary agencies comprised 32

percent of all Medicare-certified HHAs (Harrington, 1990) and by 1995, this figure had

increased to just over 50 percent (Eli Research, 1996a); from 1990-1995 there was a 50

percent increase in the number of freestanding proprietary home health agencies. ORA also

eliminated home health care eligibility requirements of a 3-day prior hospital stay and a 100

visit limit (Vladeck and Miller, 1994).

In 1983, the federal government implemented a new policy aimed at containing

Medicare hospital costs by eliminating cost-based retrospective payment. Since hospitals

comprised the greatest share of Medicare costs, they were the focus of this policy change.

The prospective payment system (PPS) paid hospitals a pre-determined amount to care for

patients with specific diagnoses based on diagnostic related groups (DRGs) (Altman &

Walden, 1993). The DRG-based PPS formula calculated a specified range of treatments

and a defined number of hospital days into the reimbursement figure. If a patient exceeded
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the length of stay (LOS) established by the particular DRG, the hospital lost money, and

when the hospital could shorten the LOS, it was allowed to accrue the profit. Under PPS,

hospitals were given an incentive to discharge patients more quickly. PPS thus led to an

increase in demand for non-institutional health and Social services reimbursed under

different mechanisms (Guterman et al., 1988; Neu and Harrison, 1988; Van Gelder and

Bernstein, 1986). PPS also spurred the growth of hospital-based home health agencies as

hospitals sought to capitalize on the continuing availability of retrospective reimbursement

from Medicare for home health services. In 1980, hospital-based agencies comprised 12.3

percent of all HHAs, by 1994, that number had grown to 27 percent (Health Care Financing

Administration, 1995).

The implementation of PPS, combined with a prior liberalization of home health

benefits under ORA 1980 (including removal of the prior hospitalization requirement), led

to an increase in home care utilization. Within the first few months after PPS was

implemented, growth in HHA caseloads was reported as patients were released earlier from

hospitals (Wood, 1985/86). “A comparison of data from hospital bills paid during fiscal

year 1984 showed that the rate of discharges to home health care among bills paid under

PPS was three and one-halftimes higher than among non-PPS bills...there was a 45 percent

increase in home health admissions from hospitals” (Van Gelder and Bernstein, 1986, p. 3.)

Strong relationships have emerged between the use of home health care and shortened

hospital stays (Harrington, 1990; Van Gelder and Bernstein, 1986; McCreary, 1986).

PPS resulted in the transfer of an estimated 21 million days of hospital care into

Community days of care (Stark, 1987). Access to home health care and other services has
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been affected by PPS because of limited post-discharge community-based resources

(Goldberg and Estes, 1990). Increased demand for post-hospital care, particularly home

healthcare, has resulted from PPS opening a floodgate of sub-acute patients needing care in

the community (Van Gelder and Bernstein, 1986; McCreary, 1986; Neu and Harrison,

1988).

As a result of the 1982 amendments (TEFRA) to the Medicare program, the

Hospice Benefit was added, expanding Medicare-reimbursed services to include palliative

and Support services to terminally ill patients. In addition to skilled care, physician services

and short-term inpatient care, the Benefit includes custodial care as well as social and

psychological services. With the addition of the Hospice Benefit, Medicare embarked on a

notable departure from its historical emphasis on medically-related Services (Spohn et

all 988).

A more recent policy change significantly expanded reimbursement for more

chronically-oriented home health care. In July, 1989, revised coverage provisions contained

in the Medicare Health Insurance Manual (HIM-11) were implemented as the result of a

lawsuit, Duggan v. Bowen (1988). The purpose of the revisions was to clarify the policies

governing home health coverage, specifically broadening and reinterpreting the phrase,

"part-time or intermittent”. These changes significantly expanded Medicare home health

agency eligibility and coverage when compared with previous practice patterns (Health

Care Financing Review, 1995, pp. 80-81).

The implementation of these policy initiatives has promoted changes in home health

Ca■ e that have created a major health care industry where before a “cottage” industry existed

26



(Bergthold et al., 1988). Rates and the average number of visits provided per user have

increased. Recipients of Medicare home health services now have longer and more chronic

needs (Kenney and Rajan, 1996). As of 1993, over 60 percent of Medicare's home health

visits were made to clients who received services for six months or longer during a calendar

year (Kenney and Rajan, 1996). Home health aide visits constituted a growing proportion

of the Medicare visit mix, increasing from 34 percent of all visits in 1988 to 47 percent in

1991 (HCFA Tabulations of Home Health Bill Files, 1993).

Home care costs are projected to increase faster than any other sector of health care

through the end of this century. The dramatic growth of the home care industry is reflected

in the fact that, according to the National Center for Health Statistics, HHAs in 1994 served

41.6 out of every 1,000 people aged 65 and older, up from 29.7 per 1,000 two years earlier;

home care served about the same number of people as did nursing homes (Ronningen,

1997b). Federal projections estimate an increase of home care expenditures averaging 10.4

percent annually through 2005 (Burner and Waldo, 1995), and industry research estimates a

compounded annual growth rate in the home care services market of 15.8 percent from

1994-1999 (National Association for Home Care, 1996a). Home health care expenditures

as a percent of Medicare home health care costs have grown from 2.4 percen in 1988

(Vladeck and Miller, 1994) to a projected 6.8 percent in 1995. Overall home care

expenditures of $27.9 billion have been projected for 1995, of which $16 billion would

come from Medicare and Medicaid (Burner and Waldo, 1995). By 2005, home health care

expenditures are projected to reach $68 billion, with Medicare and Medicaid footing the bill

for $35 billion (Burner and Waldo, 1995).

\
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Such figures explain why the pressure to contain home health expenditures is

mounting. Home health care funding concerns are surfacing in national budget debates,

reflecting the central importance of home care and its fiscal impact on the nation. As

described above, policy initiatives have contributed powerfully to the evolving

reimbursement environment for home health care organizations. Current policy and market

developments are accelerating pressures affecting home health reimbursement, and are the

focus of the following discussion.

The Changing Reimbursement Environment for Home Care

It is essential to understand the magnitude of the multi-faceted changes in the

reimbursement environment now affecting home care organizations. This section will

sketch the sources of pressure for changes in the reimbursement system and the general

push for health care cost containment. Pressures created at the federal/policy level will first

be examined, then other market forces that are shaping the reimbursement environment will

be described. It is important to note that while the description of these forces necessarily

must be presented in a linear manner, they are occurring simultaneously and their effects

Overlap and are interwoven so that it is impossible to fully separate the impact of one from

the others.

*Y*
**

\

28



Federal/Policy Level Forces

For certified home health providers, one of the most important influences is

Medicare, HHAs largest source of reimbursement (Rappaport and Wood, 1989). Medicare

reimbursements accounted for approximately 60% of home care agency revenues in 1994

(59.7), although that number declined slightly from 1993 levels (60.9%) (Marion Merrell

Dow, Inc., 1995).

Some historical background on reimbursement methods that are part of the way the

Medicare home health program is structured will help to explain the current situation of

many Medicare-certified home health agencies. Title XVIII of the Social Security Act

provided that home health agencies be reimbursed on the lesser of: 1) the reasonable costs

of covered services, or 2) the customary charges for these services. Reasonable costs are

defined as the actual costs allowed for providing care plus an amount for fixed expenses

(overhead, fees, capital expenses, etc.). Customary charges are those fees set by an agency

for Services provided, regardless of the actual costs of care. Medicare's policy of “cost

limits” has effectively discouraged most HHAs from submitting claims based on customary

charges and instead they bill for reasonable costs (Spohn et al., 1998).

The Health Care Financing Administration (HCFA), responsible for administering

Medicare, uses ten fiscal intermediaries (FIs) in different geographic regions of the country

10 manage Medicare. The fiscal intermediary determines reasonable cost on the basis of

allowable costs, all costs claimed by an HHA “that are proper, reasonable, and related to

patient care, and that are not substantially out of line with comparable agencies” (Benjamin,
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1986; GAO, 1985). Allowable costs are calculated based on annual reports Submitted by

HHAs. By multiplying the number of Medicare visits by discipline by the average

allowable per visit cost applied to that discipline, the reimbursement determination is made

(Spohnetal, 1988). Agencies may choose to be paid as they submit their bills, or they may

prefer “periodic interim payments” (PIP) which provide a more regular source of payment.

PIP was established to reduce the lag time between service provision and reimbursement,

but administrative procedures and regulatory interpretations have created a terribly slow

process at times (Spohn et al., 1988, p. 101).

Using authority established by amendments to Title XVIII in 1972, HCFA

established “cost limits” on reimbursement levels by limiting payment for each type of

home health visit. These cost limits were supposed to accommodate differences in regional

Wage indexes, as well as metropolitan/non-metropolitan and other geographic variations.

Implemented in 1979 and set at the 80th percentile for each type of visit provided, they have

been lowered periodically since that time. While some argued that the ceilings were too

high (GAO, 1980), home health providers felt the ceilings limited revenues too severely. In

response to this controversy, HCFA issued new regulations in July of 1985, applying the

cost limits by type of visit (e.g. by discipline providing the Service), rather than services

provided in the aggregate per visit. This new reimbursement method restricted

reimbursement to 120 percent of the mean cost by geographic area for each of the six

disciplines covered under Medicare reimbursement. These limits were lowered to 112

percent in July of 1987, and have been under pressure to be trimmed further since that time.
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Beyond cost limits, the 1979 regulations created a separate, higher rate for hospital

based home health agencies. While this two-tiered rate structure has been debated and

altered over time, HCFA has continued to provide supplemental reimbursement in an

institutional rate to cover “general” and “institutional” purposes (Benjamin, 1986).

A final Medicare reimbursement issue revolves around the “waiver of liability”

provisions written into Medicare statute. Originally, Medicare regulations held the provider

liable for certain ambiguously defined services (e.g. “intermittent” and “homebound”); in

situations when agencies provided these services with the presumption of Medicare

coverage, they could be retroactively denied payment on the basis that the services were

determined to be ineligible for reimbursement. This policy triggered a national trend of

home health agencies dropping their Medicare certification due to the negative fiscal

consequences of the liability issue (Spohn et al., 1988). This result was altered by 1972

amendments to the Medicare Act adding a “waiver of liability” provision which stated that

"Services would be reimbursed by Medicare if neither the provider nor the beneficiary could

have been expected to know that the service would not be covered” (Williams and Gaumer,

1984).

Although the waiver of liability provision has provided a kind of insurance' for

home health agencies, it came under attack in the 1996 federal budget process, HCFA

actually decided to end the waiver protection for homebound and intermittent denials, but

industry efforts forced a reversal of the decision; the favorable presumptive status had yet to

be reinstated as of May, 1996 (National Association for Home Care, 1996b).
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The 1996 and 1997 budget debates have included active efforts by the Clinton

administration to address some of the structural problems of the Medicare home health

benefit, and reduce expenditures for home health in Medicare Part A. The administration is

proposing shifting $60 billion of Medicare Part A home health expenditures to Part B, a

concept that has been heavily backed by HCFA over five years, proposed home care cuts

beginning in FY 1998 would amount to 15.5 billion dollars (National Association for Home

Care, 1997). The goal of this shift would be to “clarify the current policy on the definitions

of intermittent and ‘part-time’ for skilled nursing and home health aide services. By

creating a post-hospital home health benefit under Part B, this proposal would recognize

that Part A only covers acute services. It allows Part B to finance the longer-term, and more

expensive portion of home health services...” (Eli Research, 1996, p. 4503-4) and would

create a new, longer term, more chronic care-oriented home care benefit (National

ASSociation for Home Care, 1997). Further, by restructuring the home health benefit so that

Part B covers more of the costs, the diminishing Medicare hospital trust fund (Part A)

would be solvent for longer. Industry representatives view this proposed shift as an attempt

10 dismantle the home health benefit and inappropriately segregate home health as a sector

of acute care. They charge that this policy fails to recognize the fact that health care is

moving out of hospitals and institutions and into home and community settings, and note

that shifting home care payments from Part A to Part B may make home care more

Vulnerable to the imposition of copayments. Home care providers fear that home health

copayments would place an undue burden upon their elderly consumers, while policy

makers see copayments as a potential tool for reigning in escalating home health utilization.
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The Republican budget committee has argued that “the policy problem to be addressed is

the growth of the total Medicare program spending, not the solvency of the hospital

insurance trustfund” (Eli Research, 1996, p. 4504) and term the proposed benefit shift a

“budgetary shell game” (Eli Research, 1996). HCFA officials believe that “recent court

cases have broadened the definition of homebound to create an interpretation of the benefit

that is more liberal than what Congress intended.” (National Association for Home Care,

1997). Under consideration for the FY 1998 budget are enactment of a prospective

payment plan for home care, the shift of home care from Part A to Part B, and elimination

ofperiodic interim payments (PIP) which currently help HHAs with cash flow. HCFA is

proposing to lower the cost limits and caps on services, and planning to cut home health

reimbursement levels by 15 percent beginning in 1999, regardless of whether the

administration has a PPS plan (...home health line, 1997a).

The above review of Medicare reimbursement methods for home health illustrates

the comparative financial security home health agencies previously were able to rely upon,

and how fundamental planks of this financial base are eroding in the current environment.

Cost limits, which established reliable rates of payment for various disciplines' services and

accounted for overhead differences across institutions and communities, have been reduced

tonearly half their original levels. Waiver of liability provisions which ensured agency

protection from accruing unreimbursable charges under specific circumstances have been

damaged, and very nearly eliminated. The ability to deliver care without many external

reimbursement restraints is threatened by the prospect of reinstating home health care

Copayments.
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The rapid expansion of the home health industry has raised a host of Medicare

policy concerns including the appropriate interface of roles for Medicare and Medicaid in

reimbursing for acute and long term care (Kenney et al., 1996), geographically-based

differences in access to care and quality issues related to the reimbursement source of the

provider; these and many other issues (Vladeck and Miller, 1994) have come under intense

Scrutiny because of the rapidly rising costs of home care, and the general climate of cost

containment for health care and other federal expenditures.

In response, Medicare has launched the Home Health Initiative, an examination of

the policy, quality assurance and operational elements of the home health benefit. Drawing

upon research findings underwritten by HCFA, the Initiative is involving policy makers,

researchers, home care industry representatives and providers in discussion and action

aimed at improving home health care. “HCFA's responsibilities are to assure that

administration of the home health benefit meets the needs of beneficiaries and to fulfill

simultaneous obligations of fiscal prudence and effective program management.” (Vladeck

and Miller, 1994, p. 7). Many of the concerns of the Initiative stem from confusion arising

from the structure of the original home health benefit, and overriding concerns about the

escalating costs of home health.

HCFA has been exploring the possibility of prospective payment and alternative,

more cost effective means of reimbursing home health services. As one of its many

initiatives to enhance the cost effectiveness of Medicare services, HCFA has implemented

"search demonstration programs of prospective payment for home health care, testing per

Visit and per episode bases (Vladeck and Miller, 1994). As of March, 1997, HCFA is
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proposing that HHAs be mandated to collect outcomes and assessment information using

the Outcomes & Assessment Information Set (OASIS) tool; this data will ultimately be

used to facilitate the transition to Medicare prospective payment for home health care

agencies (...home health line, 1997b). By introducing prospective payment to home care,

HCFA aims to minimize public expenditures while providing care efficiently and ensuring

adequate access and quality (Phillips et al., 1994). HCFA is also sponsoring research on

bundling post-acute care services, including Medicare home health, and capitation

payments (Vladeck and Miller, 1994).

The Prospective Payment Assessment Commission (ProPAC), whose mission is to

advise Congress on prospective payment policy, has recommended that HCFA combine its

home health and skilled nursing facility prospective payment demonstration projects in an

effort to facilitate the eventual development of a bundled post-acute prospective payment

System (PPS). This would provide one payment to an integrated post-acute provider that

would cover all nursing and therapy services needed in a given episode of care, across all

post-acute sites. ProPac is currently studying costs of types of care; using 1994 data,

ProPAC has recently determined that the average additional cost of providing home health

visits to a patient just discharged from the hospital is $386 (Nevin, 1997a). There is

Speculation that ProPAC might propose that post-acute payments only be made to providers

who have the capacity to handle the entire continuum of post-acute services, including

home health, skilled nursing facilities, subacute care and hospices (Eli Research, 1996a).

independent home health and SNF providers without linkages to other parts of the post

acute continuum could be excluded under such a bundled post-acute PPS plan. This type of
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proposal fuels home health care providers’ perceptions that it is necessary to be linked with

other organizations in order to survive in the changing reimbursement market.

While exploring these more radical ways to restructure the reimbursement System in

the longer term, Medicare already has been moving into managed care. Since the early

1980s, HCFA has been encouraging qualified HMOs to offer enrolled beneficiaries

Medicare coverage in return for fixed prepaid premiums; initially, HCFA reimbursed

HMOs on a cost basis for Medicare enrollees. In April, 1985, HCFA implemented the

Medicare risk program for HMOs and competitive medical plans (CMPs) to reduce

Medicare program costs while increasing beneficiaries' choice of health care delivery

Systems. HCFA created incentives for these providers to deliver care more cost-effectively

than providers under conventional fee-for-service (FFS) reimbursement by prospectively

paying HMOs and CMPs a fixed monthly amount to provide all of the Medicare-covered

Services an enrollee might need. To share in the expected Savings, HCFA established a

payment rate at 95 percent of the actuarial estimate of what it would typically spend in

reimbursements for these beneficiaries, had they not joined an HMO (Brown et al., 1993).

Qualified HMOs now may establish cost- or risk-based contracts with HCFA.

There has been a substantial increase in the number of Medicare beneficiaries who

are enrolled in HMOs. Medicare HMO enrollment as a percent of all Medicare enrollment

grew quickly from 1984 to 1987, jumping from 2.9 percent to 5.4 percent. The growth of

the Medicare HMO population has nearly doubled since that time with enrollment in HMOs

representing 9 percent of the total Medicare population in 1995 (General Accounting

Office, 1996b). In 1993, federal HMO enrollees in the U.S. totaled 14 percent of all HMO
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members; of this total, about 2.6 million were enrolled from Medicare, nearly 2.1 million

were from Medicaid, and a little more than 2.1 million were enrolled through the Federal

Employees Health Benefits Program (FEHBP) (Marion Merrell Dow, 1994).

Medicaid is another, smaller source of reimbursement for home health services.

Whereas the Medicare home health benefit was originally intended to substitute for more

costly hospital services, the Medicaid home care program was designed to serve a more

chronically ill population, particularly aiming to substitute for expensive, long term nursing

home care (Kenney and Rajan, 1996). Medicaid covers home-and community-based

Services under three mechanisms: the Medicaid home health benefit, waiver and frail

elderly programs, and personal care services programs. Home health services represent a

Comparatively small part of total Medicaid payments, comprising about 6.5 percent of total

Medicaid expenditures (National Association for Home Care, 1995). Although Medicaid

home health expenditures were only $70 million in 1975, they leaped to $7 billion in 1994.

Expenditures have increased rapidly in recent years; there was a 25 percent increase in

Medicaid home health expenditures from fiscal year 1993-1994 (National Association for

Home Care, 1995). Thirty-six states have opted to include hospice services as part of the

Medicaid home health benefit.

Findings from two recent studies identify a significant link between Medicare and

Medicaid in the provision of home care (Kenney et al., 1996; Mauser and Miller, 1994).

Because there is considerable overlap in the population eligible for both the Medicare home

health benefit and the Medicaid home care program, there is interplay between the two

Programs, creating unique challenges for policymakers seeking to reduce the expenditure
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growth of either (Kenney et al., 1996). In one study, Medicaid eligibility had a significant

effect on the number of Medicare home health visits received, while the availability of

Medicaid Services did not have a significant effect. Additionally, dual eligibles were twice

as likely as other beneficiaries to receive some Medicare home health services and to use

more than 200 home health visits annually (Mauser and Miller, 1994). In a state analysis,

dual enrolled and those who had more limitations and were in poor health used more

Medicare home health services compared to other beneficiaries. With the exception of New

York State which has a large Medicaid-funded nursing home without walls’ program, the

Study found that relatively higher spending on home health and personal care services did

not translate into lower Medicare home health use (Kenney and Rajan, 1996).

The threat of reductions in Medicaid funding is on the horizon. The current

Republican Medicaid proposal is attempting to convert Medicaid funding mechanisms to

block grants and reduce state matching funds for Medicaid. A recent study predicts that

block granting Medicaid while reducing state matching funds would lower Medicaid

funding levels by $250 billion over six years (Center on Budget and Policy Priorities,

1996). Industry analysts predict that block grants would have a potentially devastating

effect on the availability of home care, personal care and hospice services for patients, and

limited services, payments and eligibility requirements could have a deleterious effect on

home health care providers (National Association for Home Care, 1996c).

Responding to rising costs and growing numbers of people eligible for the program,

Sales throughout the country are designing Medicaid managed care programs. In 1994, 44

States and the District of Columbia had managed care programs which together served
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almost a quarter of Medicaid patients (Prospective Payment Assessment Commission,

1995). However, less than 7 percent of Medicaid program expenditures are capitated risk

programs (Lewin-WHI, Inc., 1995). Medicaid managed care programs basically use either

risk capitation or primary care case management models, although some states are

combining models or creating new ones. The number of Medicaid eligibles enrolled in

these programs varies from all to very few. Most programs share certain features, such as

excluding the most expensive populations and services from mandatory enrollment in risk

capitation plans. Medicaid has frequently covered home-based services as a substitute for

more expensive institutional care (Prospective Payment Assessment Commission, 1995), so

changes in Medicaid reimbursement strategies affect many home care providers, especially

nonprofit HHAs which serve the largest share of these patients.

Market Forces

A variety of market forces are contributing to the changing reimbursement

environment for home care and shaping changes in the financing and delivery of health care

generally. As was discussed in Chapter 1, increased demand for home care has resulted

from a number of reimbursement, policy and demographic changes. While projections

consistently predict continuing growth for home care (Burner and Waldo, 1995; Eli

Research, 1996c), the direction and shape of that growth is subject to numerous pressures.

Consolidation is a common feature of the market environment for all types of health

Care providers. Overcapacity of hospital beds, reductions in number of inpatients and
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length of stay, and technological advances that have enabled procedures formerly done on

an inpatient basis to be accomplished in ambulatory care have all contributed to closure,

consolidation or restructuring for many hospitals (Prospective Payment Assessment

Commission, 1995). The proliferation of numbers and types of providers that deliver care

outside the acute care setting has diluted the perception of hospitals as the chief providers of

care in a community. Hospitals are strengthening their market position by integrating

vertically with other types of providers. The need for consolidation is being driven by

administrative overhead which HMOs and other insurers seek to reduce by contracting with

multi-level systems or networks (home health line, 1995a).

Vertical and horizontal integration also have been reorganizing health care delivery,

particularly following the implementation of PPS for hospitals in 1983. As was discussed

in the previous chapter, home care has been given an important role as hospitals cut lengths

of stay and discharge to HHAs in order to remain in the black under PPS; as a result of

vertical integration, HHAs are frequently owned by or financially linked with hospitals.

Horizontal integration has been partially driven by the desire of referral sources (hospitals,

insurers, HMOs, physicians) to have a full array of services available under one system;

they do not want to have to refer to and package multiple services to establish an

appropriate care mechanism, but want one-stop shopping. Organizations and community

based services have been restructured horizontally and vertically in the wake of PPS (Estes,

1985; Wood and Estes, 1990; Estes and Wood, 1986).

Regardless of the reimbursement system, attracting and retaining links with primary

Care physicians is crucial for providers to access a sufficient client base (Prospective
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Payment Assessment Commission, 1995). Provider-insurer organizations (such as Kaiser

Permanente and the Group Health Cooperative of Puget Sound) and new entities, such as

physician-hospital organizations (PHOs), are emerging as a result of these efforts. By

Securing larger market share, these relationships have the potential to further segment the

market for services, thereby increasing pressure on home health agencies to affiliate with

larger referral sources such as hospitals and physician groups.

Mushrooming utilization and cost of health services have spurred efforts to contain

costs not only in Medicare and Medicaid, but also in the private sector. Confronting

Spiraling costs, employers have moved to capitation and other managed care strategies to

control their payments for workers’ health care benefits (Freudenheim, 1995). Employers

are large purchasers of health care services nationally. Their quest to lower the cost of

health care benefits has fueled the creation of more managed care offerings and caused

providers to find ways to reduce costs to avoid forfeiting business (Prospective Payment

ASSessment Commission, 1995).

In combination with Medicare’s cost containment efforts, accelerating managed care

growth in the private sector has intensified the pressure on providers to limit their costs.

The evaluators of Medicare's Home Health Prospective Payment demonstration noted that,

in the early 1990s, the demonstration's incentives for cost control were far outweighed by

market pressures to control costs (Thornton, 1993). Strategies for containing costs include

negotiating for reduced benefit rates by implementing capitated and other managed care

reimbursement methods, controlling access to services and monitoring their utilization.

insurers are demanding services which are easy to access, initiate and coordinate, and
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requiring greater provider accountability for services rendered and charges levied (Brill,

1995). “Most agencies either will provide services under managed care, or will be

consolidated into or subcontract with other agencies that are.” (Brill, 1995, p. 10).

In order to meet these market demands, home care organizations are restructuring,

diversifying and engaging in a variety of strategies to maintain a competitive edge. These

pressures are fueling a trend toward developing alliances and networks among organizations

in order to attract payers seeking “one-stop-shopping”. Closures and mergers in the home

care industry have been documented, especially for independent agencies and Visiting

Nurse Associations (Scalzi and Meyer, 1991; Lutz, 1987). Reimbursement policies,

Specifically denials by fiscal intermediaries, have been identified as one culprit in this trend

(Scalzi and Meyer, 1991; Lutz, 1987), but inability to maintain sufficient market share in

communities which have heavy managed care market penetration may be another cause of

closures.

The need to secure market position is causing HHAS to consider new strategies for

Survival. As one of an array of provider types in the community, home health agencies

must 1) access physicians who are the gatekeepers of home care by virtue of their referring

■ ole (Prospective Payment Assessment Commission, 1995), and 2) distinguish their unique

role to ensure that they are the recipient of referrals rather than an alternate community

based site (e.g. sub-acute rehabilitation hospital). The emergence of hospital-based home

health agencies as a major home care entity is a reflection of hospitals' efforts to capture a

share of non-DRG-based post-acute care revenues, and the need of home health providers to

forge alliances that ensure a stream of referrals and access to physicians.
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Independent home care providers are especially concerned about their

organizational viability under managed care, since networking to create larger health

delivery systems is most often important to these systems; their ability to contract with

national payers without having a national presence is a particular concern (Ronningen,

1997a; Staffing Industry Analysts, 1994; Brill, 1995).

Management service organizations (MSOs) are being newly promoted as a tool to

help level the playing field between the major chains and independent home care

Organizations. MSOs are popular within the physician community, typically providing

access to investment capital, administrative Services and support in negotiating managed

care contracts. In exchange, the provider either distributes a share of profits to the MSO,

Sells an interest in the operation to the MSO, or pays a management fee (Eli Research,

1996b). MSOs offer a means for independent agencies to combine their market share to

develop the strength to be more attractive to managed care purchasers.

As a major entity contracting for home health Services, managed care organizations

(MCO) are a market force exerting significant pressure on HHAS. When contracting with

HHAS, these organizations base their decisions on a number of preferences. In addition to a

desire for contractors with regional, national or networks of providers as disused above,

MCOs seek comprehensive packages of services, particularly specialized clinical services

(early maternity discharge, diabetic care, pediatrics, etc.) that are viewed as length-of-stay

reduction programs. Managed care companies do not want to have to put service packages

together and prefer to contract with HHAs that can offer, either directly or through

subcontracts, a single point of contact, or “one-stop shopping” (Brill, 1995). Measurable
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quality backed up with data is another criteria MCOs are using when evaluating potential

contractors. Most are interested in accredited HHAs, measurable patient outcome data for

both patient and physician satisfaction, and measurable clinical criteria. Because they are

notoriously slow in paying their bills (Selz, 1990), MCOs look for HHAs which are

financially stable and able to withstand their slow payment process. HHAS that are creative

and flexible in designing programs to suit the needs of individual payors are also sought.

Finally, MCOs demand value in the form of deeply discounted rates. Most managed care

Organizations discount HHA rates by 20 - 40 percent below the Medicare cost caps (Brill,

1995). “Most agencies will actually lose money on each of these cases by being reimbursed

below their costs. While some agencies can do this on a limited basis, they cannot do it for

large numbers of cases.” (Brill, 1995, pp. 10-11). Some home care companies are losing

money because they offer deep discounts to get managed care contracts which comprise a

growing proportion of their overall business; at the same time, Medicare is comprising a

Smaller percentage of their revenue, so it cannot be relied upon to cover as much of their

Overhead costs (Ronningen, 1997a).

Case management is growing in conjunction with heightened insurer and MCO

involvement in the market place. Almost all HMOs (94%) used preauthorization,

utilization review (91%) or case management to control home health utilization in 1988

(Parker and Polich, 1988). Providers can no long deliver care on an open-ended basis, and

■ equently must accept the payer case manager's prior authorization of services or negotiate

disagreements about the plan of care. The trend to case management is affecting home

health agencies in two ways. First, more HHA staff time is being spent justifying the
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quantity of care to be rendered and requesting prior authorization from the payer, and

Second, home health agencies are undertaking new internal case management models to

help monitor utilization and care (Brill, 1995; home health line, 1995a). These changes

may be causing internal agency changes in staffing and organization of care delivery.

HMOs want from home health agencies reliability, persistence, carefully monitored

(few) visits, quick response to referrals, maximum visit availability - including weekends,

and Self-monitoring of home care services, utilization and performance (...home health line,

1995). Managed care companies want to see quality assurance guidelines to prevent

inappropriate admissions or discharges from home care, and financial viability for home

care partners participating in capitated programs. Under capitation, health care providers

are paid a flat rate per insurance plan enrollee per month, or “per member per month”

(PMPM rate). For all of their requirements, HMOs are willing to pay only a very small

amount, 85 cents PMPM out of a $125-130 monthly premium, for home care services

(home health line, 1995a). Representing something less than 1 percent of the HMO's

premium, home health agencies have little leverage in negotiating for anything with HMOs.

In the words of Ed Novinski, the Director of Network Management for 3.5 million member

HMOUnited Healthcare, “Don’t expect to be treated as the majority cost center for our

Organization.” (home health line, 1995a, p. 3).

In summary, home health agencies are experiencing multiple market pressures

including consolidation and integration of providers, competition to secure market share,

and cost containment pressures from employer, government and other third party payers

Which are, in part, being translated into managed care and capitation arrangements. Under

*—
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managed care and capitated arrangements, incentives for home care are diametrically

opposed to those under fee-for-service reimbursement. In response, agencies are applying a

variety of financing, operational and service delivery strategies which are driving significant

change and restructuring initiatives.

Geographic Variations in Home Health Utilization

Home health utilization across the United States varies widely by region. Although

well documented, variation in utilization patterns is not well understood. While the use of

and spending for Medicare home health has grown faster than other sectors of Medicare

Services, the amount of care rendered to home health clients has varied widely across

geographic regions. For example, among home health episodes that began in 1900 and

1991, the mean number of visits per episode varied from 25 in the western states to

approximately 50 in the southern and southwestern States. Similarly, episode length also

Varied, from 25 days in the western states to 100 days in the Southern

and Southwestern states (Schore et al., 1993).

Variations have been attributed to patient-level, agency-level and market-level

factors. Patient characteristics associated with the number of visits, service intensity, or

expenditures include age, gender, race, health/functional Status, marital status, diagnosis and

Service type needs (Benjamin, 1986; Branch and Goldberg, 1993; Schore, 1994). Patients

inpublic agencies have been found to have the highest numbers of visits and the longest

episodes of care (Goldberg and Schmitz, 1994; Williams and Gaumer 1994).
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There are several agency-level characteristics associated with home health

utilization. Utilization varies among agencies according to the types of patients treated and

their lengths of stay. For example, home care beneficiaries who received services from

hospital-based agencies had shorter than average hospitalizations and home health episodes.

In addition, they appeared to receive more intensive services than their counterparts who

were treated in other types of facilities, as evidenced by a smaller proportion of aide visits.

In contrast, beneficiaries served by proprietary agencies also had slightly shorter prior

hospital stays, but received more aide visits and fewer therapy services during the episodes

of care; this suggests that they may have been less severely ill. They also received more

visits and had longer episodes than patients served by other categories of agencies (home

health line, 1996a).

Agency ownership also appears to make a difference in visit levels. The average

Medicare patient enrolled in a health maintenance organization receives about two-thirds as

many home health care visits (13 vs. 20) over a 3-month period as a Medicare patient with

traditional fee-for-service coverage (Schlenker et al., 1995). Agency type by auspice has

also been associated with utilization differences. Proprietary agencies appear to accrue

higher levels of reimbursement by providing more visits at approximately similar charges

per visit as other agencies (Goldberg and Schmitz, 1994). National visit averages for

government (45.9 visits) and voluntary agencies (46.1 visits) demonstrate they consistently

provide fewer visits per patient than proprietary agencies (78.0 visits) (General Accounting

Office, 1996a). Home health agencies in different regions also have different patient mixes,
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provide care for varying lengths of time, and deliver divergent numbers of visits to their

clients (Marion Merrell Dow, 1995, p. 52).

Market-related factors may also influence the variations in home health service use

and expenditures; these may include the number of home health agencies per 1000

Medicare beneficiaries, the number of physicians per 1000 beneficiaries, shortages of

number of nursing home beds, and higher Medicare reimbursement ceilings (Benjamin,

1986). Home health visit rates tend to be lower in areas where Medicaid payment rates for

nursing home stays are higher, where Medicaid nursing home use is case-mix adjusted, and

where there are relatively more comprehensive outpatient rehabilitation facilities

(Benjamin, 1986).

Although Altman and Walden (1993) found that geographic location did not affect

levels of formal home health services use, regional variations in home health utilization

were demonstrated by Schore (1994) in a study specifically aimed at assessing the

characteristics associated with regional variation in the use of Medicare home health

Services. A threefold difference in the use of Medicare home health Services was found

between the Pacific Region (Alaska, California, Hawaii, Oregon and Washington), where

episodes included 28 visits and were 60 days long, on average and the East South Central

region of the United States (Alabama, Kentucky, Mississippi, and Tennessee), where

episodes included 95 visits and were 180 days long, on average. Home health use was also

notably lower in the Middle Atlantic region (New Jersey, New York and Pennsylvania), and

markedly higher that average in the West South Central region (Arkansas, Louisiana,

Oklahoma and Texas) (Schore, 1994).
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The profiles of home health clients across the country appear to reflect different

applications and intents for home care, and the availability of alternative sources of care.

Patients in the Pacific and Middle Atlantic regions, where home health utilization is lowest,

were more likely to use home health as post acute care. These patients had been

hospitalized within two weeks of entering home health, and spent an above-average number

of days in the hospital during the six months preceding home health. Patients served by

agencies in these regions were less likely to have incontinence or diabetes, and much less

likely to have venipuncture in their treatment plans. Pacific region patients received many

more medical social services and much more rehabilitative care than patients from other

regions. Patients in both regions had lower than average rates of home health readmission

and mortality following episodes of care (Schore, 1994).

In contrast, home health users in two South Central regions emerged as patients

with long-term needs, chronically ill, frail and in poor health. Their episodes of care were

much longer than average and they had received many more home health visits during the

six months prior to study episodes. They were also more likely to have a recurring episode

within 31-60 days following study episodes. In both regions, patients were much more

likely to have a principal diagnosis of hypertension or another cerebrovascular condition, or

diabetes, patients in the East South Central region, which had higher home health utilization

than the South Central region, were also more likely to suffer from malnutrition, dyspnea or

incontinence. The greater likelihood of venipuncture on initial treatment plans for patients

in both regions indicated that they were too frail or lacked the support to leave home for

routine blood tests. They also used somewhat more home health aide services than average,
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and experienced higher rates of mortality and hospital admission following home health

(Schore, 1994). Patients in these regions appeared to be more frail and chronically ill than

their counterparts in the Pacific and Middle Atlantic regions.

Schore found several factors associated with these regional differences in home

health utilization. Patients in the Pacific and Middle Atlantic regions received services from

agencies that were more often located in large metropolitan areas in which elderly residents

had relatively higher incomes. Alternatives to home health care may be more available in

these areas. Nonprofit agencies were more likely to serve these patients; in the Pacific

region, the majority of the agencies were hospital based and in the Middle Atlantic region,

the majority were Visiting Nurse Associations. In contrast, patients in the South Central

regions received services from home health agencies that were more often located in

nonmetropolitan areas and areas where poverty levels were above average, especially

among the elderly. In these types of areas, there may be fewer available alternative services

10 home health. Agencies serving these patients were mostly proprietary and freestanding.

A statistically significant increase in visits of 10 percent or more over the mean was

found for patients receiving care from agencies in smaller communities. Controlling for

patient, area and agency characteristics, Schore (1994) found that patients received more

care when served by a home health agency located in an urbanized nonmetropolitan county

(one in which 20,000 or more residents commuted to urban areas) or a smaller metropolitan

County (one with a population under 250,000) rather than one located in a core county of a

metropolitan area with a population of at least 1 million.
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Schore found little data to support the suggestion that differences in fiscal

intermediary reimbursement interpretations accounted for these variations in home health

use. Using statistical analysis and regression adjustments, Schore found that large regional

differences in home health utilization do not result from gross differences in agency practice

for a few specific disease conditions or types of patients. In summary, Schore states,

“...while secondary data explained a substantial portion of regional variation, other factors,

Such as medical practice patterns, the supply of home- and community-based and residential

alternatives to home health, and patient characteristics that are difficult to measure (for

example, compliance with recommended treatment regimens, functional status, availability

of informal care, and preferences for informal versus formal or community-based versus

residential care) must explain most of the variation.” (Schore, 1994, p. xvi).

Although few other studies have been done to explain regional differences in home

health utilization with regard to agency and physician practice patterns and other patient

characteristics, large geographical differences in utilization rates of general health services

have been found (Holahan, Berenson and Kachavos, 1990; Tedeschi, Wolfe and Griffith,

1990; Chassin et al., 1986; Wennberg and Gittlesohn, 1982, 1973). Large variations across

regions were found in the rates of medical and surgical procedures received by Medicare

beneficiaries in institutionally-based health settings (Chassin et al., 1986). In a study

controlling for demographic, socioeconomic, and epidemiologic factors, hospital utilization

■ ales were highly related to the hospitals that control a specific market area; utilization rates

Within a hospital market area were more homogeneous than utilization rates across

geographic areas (Tedeschi, Wolfe and Griffith, 1990).
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Regional differences in Medicare procedures have also been found (Holahan,

Berenson and Kachavos, 1990), but much remains unexplained. One study found that

variation in surgery rates across areas is actually quite large (Diehr et al., 1990). Wennberg

and Gittlesohn (1973, 1982) suggest that unexplained differences in services across areas

may be related to physician practice style.

The existence of regional variations in health Service utilization indicates the

importance of understanding the market for each geographical area studied.

Utilization, Access, Outcomes and Cost Effectiveness

Several factors have been shown to increase the chance of using home health care.

Age has been directly associated with home care use, and the odds of home care service use

grow with increasing age (Branch et al., 1988; Stone, 1986). Other things being equal,

younger beneficiaries are less likely than older ones to use Medicare home health services

(Kenney and Rajan, 1996). Because of their longer life span and higher health care

utilization, women are more likely to use home care services (Stone, 1986; Wan and Arling,

1983). Marital status also affects Medicare home health use; married beneficiaries use less

Medicare home health services than other beneficiaries (Kenney and Rajan, 1996).

Benjamin's (1992) comprehensive review of the home care literature identified the

importance of functional, medical and cognitive status, being old and living alone, and

medical status and social supports as factors increasing the likelihood of home care service

utilization. More recent research corroborates the importance of functional status

difficulties and poor health in home health care utilization; beneficiaries with any
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difficulties performing Instrumental Activities of Daily Living (IADLs) or Activities of

Daily Living (ADLs) used more home health services than those with no functional

limitations (Kenney and Rajan, 1996). Financial status also has a role in utilization;

beneficiaries with incomes under $25,000 appear to use more home health services than

those with higher incomes, other things being equal (Kenney and Rajan, 1996).

Important recent research found reduced use of and fewer positive outcomes from

home care for managed care patients. Shaughnessy’s pioneering study found that the

average Medicare patient enrolled in an HMO received about two-thirds as many home

healthcare visits (13 vs. 20) over a 3-month period as a Medicare patient with traditional

fee-for-Service coverage (Shaughnessy, 1994b; Schlenker et al., 1995). When national

average costs per home visit were used to translate visits into resource use, home health care

also cost about two-thirds as much for HMO patients as for FFS patients ($877 vs. $1,305,

respectively, in 1991 dollars). Adjusting for casemix differences and other variables

reduced the cost difference only slightly from $428 to $393.

These savings may be achieved at the cost of poorer outcomes for HMO patients.

Patient-level outcomes and costs for a national sample of Medicare patients receiving home

health care over a period of 12 weeks found that 43.4 percent of the HMO patients

improved in their ability to perform activities of daily living (ADLs), compared with 56.5

percent of FFS patients. Although a number of outcome measures were not statistically

significant, a trend of nearly uniformly higher values on outcomes measures suggested that

FFS patients had moderately superior case-mix-adjusted outcomes when compared to HMO
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patients (Shaughnessy et al., 1994c, p. 217). This overall pattern suggests that HMOs may

provide too few home health care visits.

There were differences among the outcomes of patients served by HMO-owned

HHAs, contract HHAs and FFS HHAs, pointing to the relationship between agency

ownership, care utilization and patient outcomes, HMO patients’ outcomes were Superior

only for hospitalization within 12 weeks for emergent care. No differences were found with

regard to mortality or utilization outcomes between HMO patients and FFS patients, and

none of the case-mix-adjusted outcomes were superior for HMO patients. Compared to

FFS patients, HMO patients had superior outcomes for discharge to independent living,

were Stabilized in light meal preparation, and were more appropriately hospitalized within

12 weeks for urgent care.

HMO patients were generally less disabled than FFS patients at the time of

admission to home care; this difference was factored into the analysis. HMO patients who

were served by HMO-owned HHAs generally received fewer nursing, therapy and personal

care services than either HMO patients served by contractual HHAs or by FFS HHAs.

However, HMO-owned agencies provided proportionately more social services and more

closely monitored the provision of home care through social workers and discharge

planners.

Differences in the philosophy of care goals also seem to emerge from this research.

"In general, relative to the FFS sector, it appears that HMOs tend to approach some aspects

of home health care with more of a “maintenance” philosophy than a rehabilitation or

restorative philosophy.” (Shaughnessy, 1994c, p. 219) Service implications of this

S4



philosophy were evidenced in fewer visits, less personal care services rendered and a

stronger orientation to medical approaches as compared to a more comprehensive and

holistic approach. Outcome differences of many types were strongest between HMO

patients and FFS patients. Since the study only considered the first 3 months following

admission to home care, unanswered questions remain about the time intervals that must be

assessed to accurately measure outcomes.

“It is plausible, however, that if longer time intervals were used so that the longer
run effects of physician care, hospital care, nursing home care, rehabilitation care,
and even additional home care were all taken into consideration, then HMO patients
might ultimately attain the same outcomes as FFS patients (or possibly even
Superior outcomes).” (Shaughnessy et al., 1994c, p. 220)

Shaughnessy and his associates (1994c) concluded that the Superior outcomes for FFS

patients were accompanied by higher utilization and cost of home health services,

Suggesting a volume-outcome (or dose-response) relationship that was further substantiated

by within-HMO and within-FFS analysis. This difference was greatest among HMO

patients served by contract HHAs. The researchers pointed out that HMOs that provide

unduly stringent or rigid utilization guidelines for number of visits or length of time until

discharge to contract HHAs are potentially doing so to the detriment of their patients who

receive home health care under contractual arrangements (Shaughnessy et al., 1994). The

researchers identified a need for more attention to outcome-based quality assurance and

managed care practices that are excessively restrictive with regard to home health care

Service use.

The timing of service utilization appears to affect length and costs of home health

care. The Prospective Payment Assessment Commission found differences in the length
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and costs of care for patients according to the amount of time elapsed between hospital

discharge and admission to home health care. Patients who entered home care within 30

days of their hospital stay received an average of 14.6 visits in June 1994, costing $1,020.

When home care began 60 days after discharge, patients received 23.4 visits at a cost of

$1,589. Patients admitted to home care within 90 days of hospital discharge received 29.1

visits at a cost of $1,951 (Nevin, 1997a). If a beneficiary had been receiving home care

prior to entering the hospital, post-discharge home health use was 4.7 visits higher (Nevin,

1997a). The data suggests that the longer a discharged patient waits to enter home care, the

more services they consume and the greater the cost to the Medicare program.

The home care industry and others cite home care cost savings derived by replacing

costly days of institutional care (National Association for Home Care, 1995; Peck, 1993).

Several research studies have compared inpatient care to home care costs for a specific

group of patients. For example, treatment for complications resulting from low birth weight

was estimated to cost $330 per month at home, compared with $26,190 for a month of

hospital treatment (Casiro et al., 1993). A study of ventilator-dependent adults found that

home care costs averaged $7,050 per month, while institutional care would cost $21,570 per

month (Bachet al., 1992).

Reductions in days of nursing home use have been demonstrated (Kemper, 1988),

particularly for high-risk subgroups (Kane and Kane, 1987; Morris, Gutkin, Ruchlin, and

Sherwood, 1987; Skellie, Mobley and Coan, 1982) and the terminally ill (Zimmer et al,

1985). Paid care has been found to decrease the likelihood of loss of independence; the use

of paid care in the home is the most important factor in reducing residential transitions, and
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the effects of paid care are powerful predictors of reduced nursing home moves among the

most frail elderly (Rabinet al., 1996). Other earlier reviewers of the home care cost

effectiveness literature have not found support for the claims of home care cost savings

(Benjamin, 1992; Weissert, 1988), although many of the studies they reviewed included

long term care services and case management delivered to clients with chronic and custodial

needs with those receiving skilled home health care, frequently following an acute care

episode or an exacerbation of an illness.

THE SERVICE DELIVERY STRUCTURE OF HOME CARE SERVICES

Certain home care services historically have been organized in a disjointed manner.

Some of the fragmentation of home care services is the result of industry responses to

federal regulations. The Medicare Conditions of Participation prohibit HHAs from

charging different customers or payers different rates for the same services. To circumvent

this regulation, many home health organizations have established separate, related home

Care entities. For example, many home health agencies have both a Medicare-certified side

which provides skilled nursing services, and a private duty side which may offer many of

the same services as well as more chronic or long term care in-home services.

Managed care may be a positive force amending Some of this fragmentation. This

Section examines some of the service delivery areas which have been most problematic and

Some of the changes which are occurring that may have a salutary effect on the organization

of home care services.
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The Case of DME and Home Infusion

A major concern must be raised about the current structure of home infusion Service

delivery in which policy contradicts preferred practice tenets. A parallel situation exists

with durable medical equipment reimbursement policy which is discussed first.

HCFA's durable medical equipment (DME) reimbursement policy favors DME

Suppliers over home health agencies as providers of medical equipment and results in two

Organizations providing care where one could do so. DME is any product associated with

physical functioning that can endure multiple use and is distinguished from nonreuseable

medical supplies and prosthetic services (designed to replace a normal body function)

(Spohn et al., 1988). According to Benjamin (1986), there are four components of DME

coverage under Medicare: 1) DME is covered under both Parts A and B; 2) eligibility is

established under either home care services or "medical and other health services" (when

the user qualifies for DME but not skilled nursing care); 3) services are provided by either a

home health agency or an independent DME supplier, and 4) reimbursement is covered

either on the basis of costs (Part A) or charges (Part B). While a home health agency is

caring for an eligible patient, DME is considered a part of the package of care covered

under Part A. If the patient becomes ineligible for home health services, the DME billing

must be switched to Part B. Although differences in Part A and Part B reimbursement used

to be significant (e.g. under Part B reimbursement was subject to a deductible and co

insurance while Part A was not), Congressional cuts in home health benefits in 1983 and the

elimination of the Part A "advantage" have eliminated the profitability of Part A billing for

• * -
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most home health agencies; most now bill for DME under Part B. DME policy under

Medicare now puts home health agencies at a competitive disadvantage because it favors

DME suppliers who do not have to deal with Medicare overhead allocation problems. As a

result of this disadvantage, many home health agencies have withdrawn from directly

marketing DME and instead have initiated contracts with DME suppliers or established

DME subsidiary companies to avoid the Medicare issue (Spohn et al., 1988). Contracts with

DME companies and proposed partnerships with them are described herein. Because of this

Structural issue emanating from federal policy, we would expect to see significant numbers

of HHAs contracting for DME in order to move closer to a one-stop shopping model.

This reimbursement structure has created a care coordination anomaly: two

Organizations are delivering services which could be provided by one under a different

payment system. Fragmentation of community-based Services contributes to the need for

case management services for older clients (Austin, 1983; Kaye, 1991). A single provider

of all types of home care services would reduce fragmentation of services, increase

coordination of care and provide more comprehensive services to patients who are often

confused about which provider to call for help (Kaye, 1991). Although DME suppliers

would probably like to deliver their services directly through home health agencies

(Christle, 1992), Medicare-certified agencies are reluctant to enter this arrangement because

of the structure of reimbursement. If Medicare agencies were to directly provide DME,

they would have to bill one Medicare fiscal intermediary for Part A for the home health

Services they provide, bill a second Medicare fiscal intermediary for Part B for the DME

expenses, and collect the 20 percent co-payment which Medicare Part B requires directly

\
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from patients. This change in delivery methods would triple the billing complexity for

Medicate-certified agencies, leading to increased collection costs which would not be fully

reimbursed; difficulties in collecting the co-payment portion particularly would place a

home health agency in financial jeopardy since their profit margins under Medicare do not

cover the additional staffing costs that would be required to successfully undertake direct

patient collections. As a result, many home health agencies have withdrawn from directly

marketing DME and have chosen to contract with or establish DME subsidiaries to avoid

the issue of Medicare reimbursement. The practical results for patients is that more than

One provider is delivering home care services; it is also likely that governmental costs are

higher because Medicare reimbursement is paying for overhead expenses and profit margins

of two types of organizations.

Spohn et al (1988) identified government reimbursement policy for home-based

medical technical care as a major public policy question associated with technological

advances. Medicare's policy of not paying for outpatient drugs and solutions (with the

exception of nutritional therapies) is a major impediment to the growth of home infusion

(McAbee et al., 1991) since these therapies involve the use of drugs, solutions and

equipment which are currently excluded from Medicare reimbursement.

The same type of Medicare policy ambiguity concerning coverage for outpatient

medications contributes to the current organization of home infusion providers as typically

Separate entities from home health agencies. This policy creates the following schism in

Service delivery. Home infusion services have two components: 1) provision of home

infusion solutions which regulations require to be dispensed by a pharmacy, and 2)

*Y
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provision of home nursing and related services which deliver and monitor the

administration of these solutions, both directly and by teaching and supervising lay

caregivers; these Services typically are provided by a nurse with specialized training in

infusion care or oncology. This type of nursing care in the home is provided by either a

home infusion pharmacy (HIP) company or a home health agency, depending upon which

provider receives the referral for care.

Reimbursement and regulatory policies currently provide disincentives to the

delivery of both of these service components by a single organization. Home infusion

pharmacy companies dispense home infusion solutions and provide limited infusion

Specific nursing services to their patients. Home infusion pharmacy providers make their

profits on the sale of medications and leasing of associated infusion equipment (Christle,

1992); they are not reimbursed for the nursing services they provide to administer the

medications they dispense unless they are serving Medicare patients. Few HIP companies

choose to become Medicare-certified, however, because 1) increased staffing,

documentation, accounting■ billing and other regulatory requirements make the cost of doing

business under Medicare very high, and 2) since Medicare does not pay for home infusion

medications and equipment (with the exception of TPN), the only service for which a HIP

Company may bill Medicare is nursing services; these are not profitable for them.

With but a handful of exceptions, home health agencies do not operate their own

pharmacies to dispense home infusion solutions but do deliver comprehensive home

nursing and related services to home infusion patients and their caregivers, importantly,

they provide home infusion services as a part of a more comprehensive set of health care
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needs if warranted by the patient's diagnosis. Medicare-certified home health agencies only

are reimbursed for the home care visits they provide under Part A. Since they cannot be

reimbursed for the infusion solutions they deliver to their home infusion patients, most

certified home health agencies enter into joint ventures or contracts with a hospital-based or

community pharmacy, or with a home infusion company, to supply the necessary

medications and equipment.

In order to bridge the service gap engendered by current reimbursement policies,

home health agencies and home infusion companies often enter into joint ventures or other

shared agreements; otherwise, both providers make home visits to one patient. Practitioners

agree that this mode of service delivery is less than optimal and that it would be preferable

to combine both pharmacy and nursing services under one agency (Christle, 1992).

However, there are paralyzing problems which are constraining both types of providers

from moving to a revised, comprehensive care approach. Under the current reimbursement

Structure used by private insurers, home infusion providers will continue to deliver

pharmacy Services and equipment leasing which are highly profitable; without a change in

reimbursement incentives, home nursing visits will be minimized.

Medicare-certified agencies face both reimbursement and structural barriers to

changing their service delivery system to offer both pharmacy and home care services under

One roof. Reimbursement constraints were summarized by one administrator who

explained that a Medicare-certified agency cannot afford to establish a pharmacy because 1)

they don't know enough about the pharmacy business; 2) the capital costs of establishing a

pharmacy are prohibitive; 3) since Medicare would not reimburse for the medications they
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dispense to their Medicare patients, the agency would have to develop a very different mix

of clients to support the expense of maintaining a pharmacy (Christle, 1992).

Structural barriers for Medicare-certified agencies would require them to change

their service delivery model and require a subsequent adaptation in the reimbursement

system to cover increased costs. The structural changes which would be required for a

Medicare-certified agency to provide a comprehensive pharmacy and home health care

Service under the current system are significant. They include 1) capitalizing, setting up,

and operating a pharmacy according to state regulations; 2) increasing visit length; 3)

increasing staffing and changing the staffing mix; 4) extending hours of operation; 5)

increasing time spent in communication with various providers; 6) increasing

documentation for care provided; 7) increasing billing time.

This policy anomaly has questionable implications for comprehensiveness and

Continuity of patient care, efficiency and costs of home infusion Service delivery. Concerns

about this system of dual providers of care can be identified. First, clinicians have

expressed apprehension that home infusion nurses who are focused on a single treatment

issue may fail to see broader health concerns which could be addressed well by home health

providers (Spoerl, 1987). Failure to identify medical or social problems at an early point

potentially can result in more severe manifestations which may be more costly, dangerous

and difficult to treat. This argument is sometimes countered with the assertion that home

infusion clinicians are more expert in home infusion treatments than home health nurses

because they have specialized training and engage in continuous practice with the

Sophisticated technologies afforded by their exclusively home infusion caseloads.
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Second, if two types of providers are making visits, coordination of care may be a

problem. Patients and their caregivers frequently do not know which provider to call when

problems surface. Providers may also equivocate over responsibility for care or equipment

unless these responsibilities have been specifically negotiated at the start of care. Risk

management presentations to home care organizations entering into joint ventures with

home infusion companies always emphasize the importance of specifying whose

responsibility it will be to maintain the equipment, respond to middle of the night home

emergencies, etc. (McAbee et al., 1991); this suggests that attorneys recognize the potential ~
*

liability problems home care organizations face in sharing patient management between two ■ —º-
ºr.

Organizations. *...*Cº
A third concern about this structural arrangement is one of efficiency and cost. If -- ■ l*

- - - - - º

two types of home care providers are both making home visits, payers are being charged for !
º

overhead expenses of two organizations; this represents a significant cost to the government
! –

which spends billions annually on home care services. If home infusion dispensing, nursing C.A D
and broader home care services were all provided by one organization, greater efficiency c 2
and probable cost savings could be realized.

Clearly, a restructuring of the reimbursement and Service delivery Systems would

require major legislative and regulatory changes. Justifying this degree of policy revision

Would be difficult, and would certainly require reliable data and careful analysis, let alone

significant political maneuvering and support. Research on the effects of this policy and a

demonstration project evaluating a unified reimbursement approach are needed to fully
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explore the ramifications of the current policy schism and the potential advantages of policy

alternatives.

External Environments Affecting the Service Delivery Structure

If governmental regulation is an external environmental factor which is contributing to

fragmentation in some parts of the home care service delivery system, managed care has the

potential to be an external environmental factor which promotes greater continuity within

the health care delivery system, including home care. As the lines traditionally separating

insurers, hospitals and physicians begin to blur, “managed care” has taken on new

meanings. Integrated service networks or organized delivery Systems combine the

Organization, financing and delivery of care in ways that respond to regional demographics

and economics nationwide. What ties organized delivery Systems or integrated Service

networks together is clinical and fiscal accountability for a defined population; these

Systems assume responsibility for the health status and outcomes of the population they

Serve. Most are closely aligned with an insurance product, or own an insurance product

themselves (Shortell et al., 1994). “Ultimately, the system should provide appropriate care

in a seamless continuum that uses limited resources most effectively.” (Shortell et al., 1994,

p.46).



MANAGED CARE AND HOME CARE

Models of Managed Care

At the leading edge of the transformation of the health care delivery system is

managed care, the most rapidly growing model for health care delivery and reimbursement.

As was discussed in Chapter 1, national enrollment in HMOs more than doubled in only

Seven years. There is no universal managed care terminology, but Several key factors

determine the starting points that distinguish managed care from indemnity (fee-for-service)

plans. Physician practice is one of the most important of these factors. Plans vary

considerably in the way that they interface with physicians with regard to utilization

management, selection and retention of providers, reimbursement and risk-sharing methods

and physician organization. Managed care plan is a term that has been used to refer to all

types of plans that base themselves on networks of providers, including HMO, PPO and

POS plans (Miller and Luft, 1994b) and indemnity insurance includes any fee-for-service

reimbursed insurance, including Medicare fee-for-service. A second key distinguishing

characteristic is the provider network for service delivery. In a managed care health plan,

an enrollee who goes outside of the network of providers may have reduced coverage or no

coverage for the care received; in an indemnity plan, care is reimbursed when provided by

any provider type covered by the insurance benefit.

The three major types of managed care plans are: preferred provider organizations

(PPOs), health maintenance organizations (HMOs) and point of service plans (POS). There

are three defining characteristics of a PPO. 1) They do not capitate or put their network
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physician members at risk. 2) PPO enrollees typically receive services from a network of

small group and solo practice physicians and a network of hospitals that have nonexclusive

relationships with the PPO, although some enrollees do receive services from larger group

practices. There is little organizational linkage between PPO providers and the PPO

because providers do not share risk with the PPO nor any exclusive relationship. In some

ways, the PPO is similar to other third party payers, except that it negotiates an agreed-upon

discounted fee with its providers. 3) PPO plan enrollees have the broadest provider choice

of all managed care plans and receive some benefit coverage if they receive care from a

non-network provider. The PPO category also includes exclusive provider organizations

(EPO), while some EPOs are capitated, individual EPO providers usually are not (Miller

and Luft, 1994a). An EPO is a more rigid type of PPO that requires the enrollee to use only

designated providers or sacrifice reimbursement altogether.

Two defining characteristics best describe HMO plans: 1) Providers are at indirect

or direct financial risk for providing services; and 2) Coverage for out-of-network service

use is not usually available to enrollees. There are five types of HMO plans that are

differentiated by the type of physician organization that delivers the services and the

exclusivity of the relationship between the health benefit intermediary and large medical

groups. A staff model HMO employs physicians directly, and they have an exclusive

relationship with the HMO. A prepaid group plan (PGP) HMO has exclusive relationships

With large, capitated medical groups that contract exclusively with large medical groups.

An independent provider association (IPA) model HMO makes exclusive or non-exclusive

contracts with solo and small group physicians through an IPA or else the HMO contracts

s

º

67



T

with solo and Small group physicians directly. Mixed model HMO plans contract with

more than one type of provider network or organization.

The single characteristic most typical of POS plans is that when service is needed,

enrollees have the option to obtain services out-of-network and still receive some coverage

for those services. There are many types of POS plans, including those within an HMO

(known as open-ended HMO plans). Some POS plans are more like a PPO plan with a

gatekeeper to monitor “in-network” services.

The role of capitation and risk in physician practices is a key distinction among

plans. In a staff model HMO or in a PGP contracting with an HMO, it is the organization

that is capitated and bears risk, while the physician may be part of a large risk pool and bear

Only a little or no direct risk. (Members of a risk pool do bear some risk if their

expenditures are higher than the amount budgeted for a particular set of services.) Staff

HMOs or capitated medical groups have considerable control or providers because they pay

most of a physician's salary; they wield formal and informal administrative, utilization

management, financial and group norm instruments that enable them to select and retain the

physicians who meet the conservative practice styles consistent with successful capitation

and risk-bearing. If their individual practices are widely divergent from those of the group,

individual physicians risk losing their full time jobs. All the same, in this model the

economic costs or savings associated with a specific treatment determination has little effect

On the physician's income.

In a capitated, risk-bearing IPA network, the IPA provides only a portion of the

income of their network physicians and therefore has fewer controls on medical and staff
-
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groups to influence practice patterns consistent with successful IPA risk bearing. To gain

the needed leverage, capitated IPAs use financial and utilization management tools

(including physician-specific capitation payments), more risk-sharing with physicians and

greater emphasis on prospective and simultaneous review of decisions on individual patient

Care.

Since network physicians in PPOs do not bear risk, PPOs contain expenditures by

emphasizing fee reductions and case-by-case utilization management. When they have

large enough enrollee volume per network provider, IPAs and PPOs can profile physicians’

utilization patterns and provide comparative feedback to practitioners; this information may

also be used to drop chronically overutilizing, overreferring physicians (Miller and Luft,

1994b).

There is a wide range of practices among all managed care plans, so the above

descriptions are intended to summarize the most common characteristics, with the proviso

that there are a variety of combinations and models actually in use. The number and

complexity of contractual managed care relationships has grown rapidly since 1980, and

continues to do so almost exponentially.

Variations in Managed Care Markets

Managed care markets in various communities are unique in Some respects, and

similar in others. This section will describe some of the factors that shape managed care

markets.
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The extent and nature of provider reorganization and integration activities vary

greatly across communities and are affected by many factors. Local market conditions and

individual provider goals are the most important influences (Prospective Payment

Assessment Commission, 1995).

Although local markets have their unique attributes, common influencing forces

across markets are the involvement of the purchasers, provider capacity and population size.

The continuing efforts of purchasers to rein in the cost of health benefits is the force most

Strongly propelling provider integration activities. Employers are major purchasers of

health care in a community, and are increasingly exerting significant influence on local

markets with their efforts to contain costs. To accomplish this goal, some purchasers have

contracted with managed care entities, placing more financial risk on the insurers or the

providers. Employers have engaged in a variety of efforts ranging from establishing

traditional relationships with insurers to self-insuring to banding together with other

purchasers to contract for larger pools of employees and thereby negotiate lower rates from

providers. Employer activities in a market area can serve as a catalyst for other aspects of

network development (Prospective Payment Assessment Commission, 1995, p. 101).

Local market conditions are also influenced by the number and types of health care

providers. Some communities have experienced rapid increases in health services capacity

in recent years, while others have experienced overcapacity as a result of declining rates of

acute inpatient care. Depending upon the presence and degree of service overcapacity,

hospitals and other providers may be forced to accept deep price discounts, when excess
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capacity diminishes, discounts may no longer be offered. In some communities, the need to

reduce excess capacity has driven provider restructuring (U.S. Congress, OTA, 1994).

Population size also influences local market conditions since a critical mass of

patients supports demand for certain services. A densely populated area may be able to

Support the development and continued integration of many health care systems, while a

Small population may not be able to support any integrated systems; these small markets

may experience less competition and less competitive prices. There is a greater

concentration of HMOs in larger metropolitan areas, and HMO market penetration

increases with population size. In 1994, small metropolitan areas (less than 250,000

population) had 13.7 percent penetration, medium size areas (population 250,000 to

999,999) had 18 percent and large metropolitan areas (1 million or more) had a 23.3 percent

market penetration of HMOs (Decision Resources, Inc., 1995).

Provider entities may choose to target local, regional, and/or national geographic

markets. Hospitals frequently focus their service efforts on local markets. By integrating

Vertically, hospitals are able to broaden the continuum of care they provide and obtain

Contracts with purchasers; home care agencies frequently are part of these vertical

integration activities. Such mergers or altered provider relationships create health care

Systems that may assume insurer functions and thereby become a contracting entity able to

retain financial resources in the community.

Other provider entities have been operating regionally or nationally, some for years.

Large HMOs, tertiary care referral centers, multihospital systems and large insurance



companies with their own primary care networks are examples of entities with multiple

geographic markets.

Growth of Managed Care

As was discussed in Chapter 1, managed care has grown rapidly and has strong

momentum, with notable variations from state to state. National enrollment in HMOs more

than doubled from 1986 to 1993 (Marion Merrell Dow, 1994). HMOs have been

consolidating and increasingly are appearing on lists of the largest health care companies; in

1990, only five HMOs with combined revenues of $4.8 billion were among the top 100

largest health care companies, but by 1994, 16 HMOs with combined revenues of $27.9

billion made the list (Jenks, 1995).

Until recently, most HMO members came from the private Sector, especially large

employer groups. Of particular significance for home health agencies which historically

have relied upon Medicare for the largest share of their patients, Medicare is now

encouraging beneficiaries to enroll in managed care options, particularly HMOs, as a means

of controlling the costs of the Medicare program. As of March, 1995, 3.2 million

beneficiaries had chosen to enroll in a managed care plan covered by Part B; the majority

(76 percent of these) were enrolled in risk-based contracting plans (Prospective Payment

ASSessment Commission, 1995). Medicare had 2.8 million beneficiaries enrolled in HMOs

in August, 1995, more than double the number enrolled in 1987; since 1993, there has been
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a 25 percent annual growth rate for beneficiaries enrolled in risk-contracts (General

Accounting Office, 1996).

ECONOMICS AND HOME CARE

In the United States, economics is the most dominant force in the growth of health

care overall, and in the expansion of segments of the health care market. Economics

defines the shape of the health care industry and therefore is essential to this discussion of

home care. The market system revolves around supply and demand which in turn affect

price, labor and quality. Reimbursement and regulations influence supply and demand.

These components of health care economics are discussed in specific sections of this paper.

As a framework for examining sociological dimensions of home care, it is important to

consider some basic elements of economic theory.

Supply and Demand Theory

The law of supply and demand is the fundamental tool of economic analysis. The

purpose of medical care demand analysis is to determine the factors which most strongly

influence utilization or the amount of care people are willing to purchase. The quantity of

home care demanded per unit of time is a function of health care system factors (the price of

hospital care and complements, the price and availability of substitutes); physician demand;

and consumer factors (need, availability of health insurance, income, the number of

consumers in the marketplace, tastes and preferences).
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The quantity demanded of any product normally depends upon its price. Quantity

demanded also has a number of other determinants, including population size, consumer

incomes, tastes and the prices of other products. Because price plays a central role in a

market economy, the relationship between price and demand is pivotal.

For most products, price is related to demand in the following way. As the price of

anitem rises, the quantity demanded normally falls. As the price falls, the quantity

demanded normally rises. When prices are low, suppliers are induced to supply smaller

amounts than when prices are high. The point at which the quantity supplied and the

quantity demanded are equal is the equilibrium price. At market equilibrium, the quantity

Supplied will equal the price people are willing to pay. If price exceeds demand, more of

the good will be supplied and will exceed the quantity demanded, resulting in a surplus.

The Surplus will fall until equilibrium returns. A shortage will occur if the price falls below

demand; in this case, consumers will bid prices up until demand is satisfied at that price.

In principle, in a free market the forces of supply and demand are capable of

Selecting an equilibrium price and an equilibrium quantity toward which actual price and

actual quantity may be expected to gravitate. However, a number of outside forces can

disturba market equilibrium and change the equilibrium price and quantity by shifting

either the supply curve or the demand curve. A change in consumer income may change

the market equilibrium; if income increases, consumers may purchase additional goods

(including health care), and if income declines, consumers may purchase fewer goods.

Population growth similarly may be expected to affect quantity demanded. A larger

population will presumably wish to consume more of a given product, even if the price of



the product is unchanged, thus shifting the entire demand curve to the right. In this

situation, equilibrium price and quantity both rise; the opposite occurs if population size

falls, shifting the demand curve to the left. The growth of the population of people with

AIDS and the increase in the number of elderly people with chronic illness are examples of

population growth affecting the home care industry.

Consumer preferences are another outside force affecting supply and demand. If

consumer preferences shift in favor of a particular item, both price and quantity will rise. If

consumers become disenchanted with a particular item, demand will decline causing price

and quantity to fall.

In home care, the biggest consumers are physicians since they are responsible for

referring patients for home care; it may also be argued that insurance companies and health

maintenance organizations (HMOs) are large consumers since they frequently encourage

home care referrals to contain costs of hospitalization. The goal of marketing home care (or

any other commodity) is to increase consumer preferences for the product and thereby drive

up demand, which will normally lead to an increase in price and quantity supplied. An

exception to this occurs in the home care market when the parties with increased demand

for Services also insist upon a reduced price for those services. On the basis that they are

assuring the provider a reliable source of referrals, insurance company case managers and

third party payers frequently negotiate discounted rates with home care providers.

Providers are willing to supply only a certain amount of service at the discounted rate, and

must be careful to balance the percentage of their business volume provided at the lower
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reimbursement rate with their total volume to maintain an acceptable level of profitability

(Brault, 1992).

Another outside force which can affect supply and demand is the price and

availability of related goods. If an alternative product (e.g. wound care delivered at

outpatient ambulatory infusion suites) becomes cheaper, consumers (physicians, insurers,

HMOs) will switch away from the first product (e.g. home care) in favor of the new

product, shifting the demand curve to the left. Increases in the prices of goods that are

substitutes for the good in question move the demand curve to the right, raising both

equilibrium price and quantity. Increases in the prices of goods that are normally used

together with the good in question (e.g. the cost of an infusion pump used in high-tech

home care) shift the demand curve to the left, lowering both the equilibrium price and

quantity.

As with quantity demanded, the quantity supplied on the market responds to a

number of influences other than price. A change in the price of a good causes a movement

along a fixed supply curve. But price is not the only influence on quantity supplied, and if

any of these other influences changes, the entire supply curve shifts.

Some of the factors that can shift the supply curve are size of the industry,

technological progress, and prices of inputs. For example, growth in the number of home

infusion and home care organizations or growth in the size of existing organizations will

increase the supply of home infusion services. The increase in supply of home infusion

services will affect the demand curve by lowering the equilibrium price and raising the

equilibrium quantity of services provided.

-
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Technological progress which allows a larger quantity of output and thereby reduces

costs shifts the supply curve outward to the right. The usual consequences of technological

progress are lower prices and greater output. Medical technologies do not always affect the

marketin this way, however. Although they may increase output by making possible the

treatment of illnesses previously considered untreatable, and/or provide new and

presumably higher quality treatments, the diffusion of new medical technologies often

increases cost (Feldstein, 1993). It has been suggested that, in hospitals, these increases

associated with technology can be explained by more intensive use of basic ancillary

services such as x-rays and laboratory tests (Scitovsky and McCall, 1975).

If the price of inputs that suppliers must buy increases, the supply curve will shift

inward to the left. For example, if the salaries for home care nurses increase, the home care

organization will no longer be able to provide the same volume of service profitably at its

previous price, and will reduce the number of visits provided accordingly.

Medical care is a commodity which does not fit this standard model of supply and

demand perfectly. The demand for medical care is an extension of the more basic demand

for health. Consumers demand health for two reasons: 1) it is a consumption commodity,

one that makes the consumer feel better, and 2) it is an investment commodity in that the

state of a consumer's health determines the amount of time available to him/her (Feldstein,

1993).

Demand for medical care is less sensitive to price than many other commodities, for

several reasons. When a person is facing a life-threatening or serious medical problem,

demandis very high and the person may be willing to pay an extremely high price for care

-
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or cure. Reimbursement source is also an important factor in health care demand. People

with healthcare insurance are not as sensitive to price because, to the extent the insurance

covers the cost of care, they are not affected directly by price. This is true whether the

health insurance is private or public (i.e. Medicare or Medicaid).

In managed care organizations, the definition of the consumer may be argued to

have shifted from individual client to the company (HMOs or insurer) which sets the

benefits, or companies which purchase health care plans for their employees. Although

individual clients may not be as sensitive to price when facing a health crisis, HMOs are

sensitive and often have established mechanisms to control utilization during these crisis

times (Krieger, 1996; Time, 1996). Under capitated managed care, the consumer of the

insurance product is the client (and the employer if sharing the cost of insurance premiums

which may escalate with utilization) and the recipient of the medical services is the client,

but the consumer of the medical services is the entity paying the bill. This is an interesting

and somewhat problematic shift.

One economic issue which may be addressed at this point is the relevance of the

marketprinciple which holds that a pluralistic market affords maximum choice for

consumers who are assumed to be capable of rationally selecting the best services for their

needs and evaluating the quality of services received (Alford, 1972); free choice is a

component affecting demand. For the health care market, this assumption has been

challenged by the argument that consumers of health care services may not be rational and

are not likely to have sufficient information with which to make decisions about healthcare.

Patients typically rely on the expertise of their practitioners for referral to other healthcare



providers, and under managed care, these health care providers may have their choices

circumscribed by the health plan. These realities mean that the principle of free choice does

not apply in the market for health care in the same way it does for other markets.

Unlike nonmedical markets, the purchaser of medical services is not the consumer

but the physician, insurer or HMO who have a financial interest in the services which are

Selected (Feldstein, 1988, p. 10); demand is not consumer driven but physician-induced

and/or company-approved. Physicians are assumed to act on the patient's behalf, taking

their insurance status into account in selecting treatment options. As comprehensive health

care insurance has become available to many, physicians have been able to practice what

Victor Fuchs has called the "technologic imperative" (Feldstein, 1993). In this situation,

medicine has prescribed the best care that is technically available without considering

whether the marginal benefits of that care exceeded the marginal costs of producing it. This

type of practice may also be encouraged by the fact that many physicians have an economic

interest in the manner in which treatment is provided. For example, in home infusion, the

physician may receive payment for surgical placement of an intravenous access device,

and/or may have a financial arrangement with the home infusion company. At the same

time, the rise of managed care has been accompanied by outcries from physicians who

argue that their professional autonomy is being stifled by requirements of health plans,

including restrictions on the treatment options and information they may offer their patients

(Deckard, 1995).

Consumers have varying degrees of freedom in choosing their home care provider.

Although Medicare regulations guarantee patients the ability to choose their provider, in

:

70



practice, hospitalized patients preparing for discharge seldom have much information about

differences in home care agencies on which to base a preference. Most often, the discharge

planner will make a recommendation based on his or her experience with a particular

provider, response to marketing by a provider, or because the facility has a preferred

arrangement with certain providers. Consumer free choice additionally may be constrained

by the patient's insurance carrier. The insurance company may influence which home care

provider is selected, since some insurance companies have negotiated discounted rates with

particular home care and home infusion providers, as was discussed above. If the patient is

a member of an HMO, choice may well be restricted exclusively to the providers affiliated

with the organization, further narrowing the consumer's freedom to choose providers.

Producing Alternative Types of Health Care

The determination of how much health care, and how much of specific health care

Services, optimally should be produced is based upon the concept of marginal benefits and

marginal costs. Economic theory considers that the optimal level of Service provision is

reached when the marginal benefits of a service are equal to the marginal costs of producing

that Service; consumption in the market is considered to be economically inefficient if

marginal benefits do not equal marginal costs. Economic inefficiency suggests that

resources are misallocated or are not placed in their highest-valued uses, and is a criterion

for evaluating the output of different medical markets. In evaluating the economic

efficiency of new technologies such as home infusion, it may be difficult to determine the
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optimal level of services to be produced because the overall benefits, and therefore the

marginal benefits, of the service may be uncertain.

Since medical services can be provided in different organizational settings and

home care is a prime example of an alternative source of care, the issue of which

combination of services and inputs will be technically and economically efficient is

relevant. Optimization - minimizing costs for maximum gain . may be achieved by

combining different amounts of health personnel and equipment; these quantities can vary

between and within delivery systems. If the providers of medical services have the

incentive to minimize costs, they will use inputs-health personnel and capital - according

to their relative costs and productivity (Feldstein, 1993). This method of provider

optimization is similar to that used by the health care consumer. Whereas the consumer

will be concerned about marginal benefits and relative prices, the provider will use relative

costs of different inputs to determine the least expensive way to provide a service. Like the

consumer's decision rule described above, the provider's decision will be made when the

ratio of the marginal productivity of an input to its wage is equal to that of other inputs,

thereby minimizing the costs of providing medical services. Technical and economic

efficiency are achieved when the provider's costs are minimized by using the fewest

possible number of inputs (types of health personnel and capital) and combination of

services (hospital, outpatient care, home care, home infusion) to provide medical care.

policymakers must determine which combination is also economically efficient, or least

costly. Since the federal government is a major purchaser of home health services,

Because there may be several combinations of inputs which are technically efficient,
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spending about $9.8 billion in 1993 (Burner and Waldo, 1995) this type of evaluation is

very important. The assessment of economic efficiency depends upon making a

determination of the relative costs of different inputs as well as their productivities. This

determination may be slippery when examining the cost of home care inputs, since the

extent of the costs and who bears them may vary. Health personnel inputs in home infusion

care, for example, may vary according to the acuity of the illness and requirements of the

treatment regimen, the proximity of the patient's home to the provider and the patient's self

care capability and that of his/her caregiver. Health personnel inputs for home infusion care

may be traded off against equipment inputs in Some instances. For example, pumps which

can administer additional doses of medication and/or those which may be programmed by

modem can reduce the need for provider visits; the costs of additional visits versus more

expensive equipment or different medications may be weighed and depending upon the

method and source of reimbursement, one combination may be preferable to another. The

availability of a capable caregiver can also reduce the need for provider visits; since

caregiver or patient-self care inputs are not reimbursed, shifting caregiving to them clearly

reduces the cost of inputs.

ORGANIZATIONAL THEORY AND HOME CARE

Home care organizations have undergone incredibly rapid change in the past decade

of S0, exceeding rates of change expected of most organizations (Bergthold et al., 1988). An

examination of sociological factors relating to organizational change provides an important
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background for analysis and discussion of key changes in the industry and their

implications.

Three sociological questions are useful to introduce in relation to this study. 1)

What explains the structures home care organizations are assuming in the transition to

managed care? 2) How do we account for the existence of certain organizational

relationships among home care organizations and others? 3) What causes organizations to

change or remain stable? A review of the literature provides a framework for considering

these questions.

ORGANIZATIONAL STRUCTURE

How have sociologists accounted for the different Structures of organizations?

Early rational systems theorists related the structural features of organizations to two

different factors, technology and broader structural characteristics.

One approach viewed technology, the technical features of the work processes

employed or the objects on which work was performed, as a pivotal force shaping the

Organization (Perrow, 1967; Thompson, 1967; Woodward, 1965). From this perspective,

more complex work processes and products are related to greater structural complexity or

Structural differentiation. More technically interdependent work products or processes

require more resources for coordination.

The Second rational systems approach explained organizational structure in terms of

broaderstructural characteristics. Two of these characteristics, task environment and size,
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are germane. Rational system analysts coined the term “task environment” to refer to all of

the environmental features - sources of inputs and markets for outputs, customers,

competitors, allies, legal restrictions, and regulating agencies - that have relevance for the

organization's pursuit of its goals (Thompson, 1967; Dill, 1958). Dill defines four major

Sectors which affect goal setting and goal attainment to which most types of organizations

must relate: 1) customers, including consumers and distributors; 2) suppliers of materials,

labor, capital, equipment, property; 3) competitors for both markets and resources; and 4)

regulatory groups, including governmental agencies, interfirm associations, professional

bodies and labor unions. The task environment may be affected by the complexity and

uncertainty of information to be processed, the resources to be gathered, and the

interdependence with suppliers, buyers, competitors and allies. It has been argued that

organizations must recognize the diversity of their task environments within their own

Structures, developing differentiated departments and characteristics unique to each task

(Lawrence and Lorsch, 1967).

This concept of specialized approaches specific to different tasks is useful when

applied to this study. Home care organizations have relied heavily upon Medicare as their

primary reimbursement source (Rappaport and Wood, 1989); indeed, Medicare

reimbursement has spurred the growth of the home care industry since 1965. Under the

Medicare fee-for service system, the more care delivered, the more revenue received. The

Opposite incentives inherent in managed care mandate that home care organizations striving

to succeed in the managed care environment will have to find new ways of operationalizing

these alternative reimbursement incentives (Brill, 1995; California Association for Health
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Services at Home, 1995a and 1995b). Home care agencies currently are delivering care

under a mixture of reimbursement arrangements including Medicare and managed care.

The theoretical perspective described by Lawrence and Lorsch (1967) suggests that they

might undertake this challenge by separating the work involved with each type of care.

This study tests this idea by examining the degree to which organizations have developed

distinct teams, Services and other operational approaches to differentiate their systems for

managed care and other reimbursement types.

In addition to task environment, size is a structural characteristic that affects the

interface between the organization and the environment. “Size is the most important

condition affecting the structure of organizations,” according to Blau and Schoenherr

(1971:91). Size is determined by the amount of demand for the organization's outputs and

indicates the quantity of work the organization performs. Size has been positively

asSociated with formalization and with horizontal and vertical differentiation (Blau and

Schoenherr, 1971, p.91). With the growth of home care, many agencies have experienced

considerable horizontal and vertical integration (Estes et al., 1988).

In Summary, three reasons have been explored to explain why organizations assume

different structures. First, the technical features of the work processes, or technology, is one

force which may contribute to both more interdependence and complexity in work

processes, and necessitate more resources to coordinate this more involved work. Second,

the task environment in which the organization operates frames conditions to which the

Organization responds organizationally. More complex or diverse task environments are

accommodated by more differentiated work units and specialized work processes specific to
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each task. Third, the size of the organization strongly influences its structure. Larger size

organizations have more work to perform, and this has been shown to lead to greater

formalization, differentiation and integration, or organizational complexity.

Isomorphism in Nonprofit and Proprietary Organizations

Changes in the organizational structure of nonprofit and proprietary organizations

have been tracked and are relevant to this research. A "blurring" of the boundaries between

nonprofit and proprietary sectors has been discussed by some who make the suggestion that

the two organizational types are growing more like each other (Clarke and Estes, 1992;

DiMaggio and Anheier, 1990; Estes et al., 1988). Termed isomorphism, this trend is

proposed to be the result of a variety of political, economic, ecologic, changes in law

(policy), and ideological factors or cultural expectations (DiMaggio and Powell, 1983).

Coercive isomorphic change results from formal and informal pressures arising from the

dependence of one type of organization on another; government policy may also cause

coercive isomorphic change, i.e. by establishing reimbursement mechanisms that

remunerate care in new ways, such as the prospective payment System (PPS) or HMO rate

Setting methods. In home care, the factors promoting isomorphism include deregulation,

increased dependency on government funding and commercialization efforts by nonprofits

(Van Til, 1988), and the recent, relatively severe economic problems in corporate America

which have increased pressures to search for new Sources of profits and have spurred

proprietary expansion into potentially profitable and commodifiable areas previously the

province of nonprofits (Estes et al., 1988).
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Both external and internal indicators for these changes have been identified.

Political and ideological external forces and challenges such as changes in tax and

organizational laws and regulatory initiatives have created obstacles for nonprofits to enter

proprietary arenas; private sector businesses have campaigned for government to apply

narrow definitions to nonprofits in an effort to exclude them from proprietary business

arenas. Organizational and tax laws are being amended at both federal and state levels to

limit the activities of nonprofits and delimit these organizations (Estes et al., 1988). New tax

and regulatory laws have begun to differentiate between certain types of nonprofits; a

prominent health care example is the 1986 Tax Reform Act which, for example, caused

Blue Cross/Blue Shield to lose their nonprofit status (Hansmann, 1987). The Reagan and

Bush administrations promoted an ideological shift that private giving should offset

declines in federal support for nonprofit programs; where implemented, this edged

proprietary enterprises closer to the missions of nonprofits.

Ten internal indicators of restructuring in the nonprofit service sector, particularly in

the community health and social service sector, have been chronicled (Estes et al., 1988); six

of these are especially salient and evident in home care. 1) Privatization - the expansion of

proprietary agencies into areas previously the province of nonprofits- has been aided by

deregulation and a variety of policies, such as tax subsidies. The effects of privatization

have been an increase in proprietary competition with nonprofits and an increase in

nonprofits' efforts to expand their market shares and "profits". 2) In order to compete with

proprietaries, a large number of organizations have expanded and diversified their

organizational forms through vertical and horizontal integration (Estes etal, 1988;
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Bergtholdetal, 1988). 3) A growing number of nonprofit community agencies are being

absorbed by proprietary agencies; although proprietary home care agencies show the

greatest turnover in business starts and failures, they continue to be the fastest growing type

of home care organization and frequently achieve this growth by purchasing nonprofit home

care agencies (Bergthold et al., 1988). The sole type of home care provider just a few

decades ago, nonprofit home care agencies now have become the least profitable of home

care agency types; in 1994, the older, primarily nonprofit agencies constituted the only age

group with an average pretax loss (Marion Merrell Dow, Inc.1995). 4) The restructuring of

labor, by increasing the proportion of part-time workers used on staff and contracting out

services to per diem workers, has been identified as an internal indicator of restructuring

(Estes et al., 1988) and has been observed in studies of Medicare-certified and uncertified

home care agencies (Rappaport and Estes, 1991; Bergthold et al., 1988). 5) Informalization

- the transfer of care from formal delivery systems to informal caregivers, mostly women

is another indicator observed in home care. Two types of informalization may be observed.

There is a trend to deskilling care, increasing the use of non-professional and

paraprofessional personnel in home care. From 1993 to 1994, all types of home care

agencies employed fewer skilled registered nurse professionals and more nurse-extending

staff- LPNs, home health aides, and homemakers (Marion Merrell Dow, Inc., 1995).

Secondly, informalization in which family or community-based non-professionals are asked

to assume home care duties originally performed by skilled home care professionals has

been found to be the result of increasing technology in home care (Humphers-Ginther,

1994), 6) Fragmentation of home care services is evident in home care, in particular for
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home infusion patients who often receive pharmaceuticals and infusion services from a

home infusion company and skilled nursing care from a separate home health care agency

(Rappaport, 1992).

The extent to which different sectors of the home care industry are experiencing the

trends toward isomorphism described above is unknown. Certainly, home health agencies

have diversified their services to offer home infusion as a means of competing with home

infusion providers in their communities, the majority of whom are proprietary. Since

proprietary home infusion companies do not provide comprehensive home nursing services,

they must compete with home health agencies for patients who require both home infusion

and comprehensive home health Services. Patient care partnerships between these types of

providers are examples of horizontal integration. Recent statistics for all types of home care

agencies show proprietary and nonprofit agencies offering many of the same Services and

equipment (Marion Merrell Dow, Inc.1995).

A number of recent home care studies have identified isomorphism among home

care organizations (Estes and Swan, 1994; Humphers-Ginther, 1994; Rappaport and Estes,

1991; Rappaport and Wood, 1989). This research has shown that the differences between

nonprofit and proprietary agencies are narrowing in many ways (Clark and Estes, 1992); in

particular, the two types of agencies are becoming increasingly similar with regard to

quality of care, cost and access issues. The extent to which nonprofit and proprietary

agencies appear to be similar or different as they make the transition to managed care is an

important issue for this study.
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ORGANIZATIONAL RELATIONSHIPS

Since home care agencies are part of a spectrum of health care services in their

communities, it is important to understand their organizational relationships with other

health care organizations. Natural, open system explanations of why organizations exist are

pertinent here.

Cyert and March (1963) incorporated the influence of the environment in their open

system model of organizations. In their view, organizations were formulated to include not

Only individual participants with common interests, but also the participation of existing

interest groups that were a differentiated part of the environment. Under this

conceptualization, a home care organization would be viewed as a coalition that includes

home care agency managers and clinicians, stockholders or board members, suppliers,

regulatory agencies and related organizations such as hospitals, physicians' groups,

managed care networks and other sectors of the health care delivery system. In the case of

home care in an era of managed care, organizations involved in coalitions have some

Overlapping spheres because of their mutual interdependency; the organization at the

nucleus may change, but the sphere of coalitions and interest groups are often very similar,

For example, hospitals need home care agencies to help patients leave the hospital sooner,

and they need physicians groups to refer patients to them; hospitals coalitions similarly

include regulatory agencies, suppliers, insurers, stockholders and board members, and

administrators and clinicians.

Pfeffer and Salancik (1978) take the idea of coalitions in the environment a step

further. From their perspective, organizations are quasi-markets which provide a
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frameworkfor shifting coalitions of interest groups to bargain, exert influence, negotiate

and allocate control; these actions are based on a determination of which organizational

participants are most essential to the organization’s continuing survival and success. An

organization can exist only “as long as its available inducements are sufficient to elicit the

necessary contributions - in other words, to maintain a viable coalition of support.” (Pfeffer

and Salancik, 1978, p.25).

This concept seems directly applicable to the current situation of home care

organizations. Home care agencies are actively seeking alliances and contracts to guarantee

referrals and cash flow in order to sustain or enhance their viability. In their contract

negotiations, they must be able to offer sufficient inducements to the various players to

remain attractive, otherwise they will lose the coalition to another competitor. Home care

administrators find that competing home care agencies will undercut prices, even to the

point of delivering services at a loss, to lock in contracts from particular referral sources

(Brill, 1995). With stakes so high to maintain a coalition, forging the right partnerships is

essential to the long term survival of each home care organization.

Since no organization is self-sufficient, each must secure resources and/or

information from the environment. Organizations may enter into exchanges and

interdependent relationships with other organizations to achieve their goals. Because of the

danger inherent in unequal exchange relations and power differences among organizations,

the resource dependence approach suggests that organizations will use caution in entering

into relations with other organizations and pursue strategies that will enhance their own

bargaining position (Scott, 1981b).
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To summarize, theoretical approaches concerning organizational relationships

suggest that home care agencies will be engaged in a dynamic process of negotiating for

resources with other organizations in their environment. Home care organizations may be

aligned with others in a coalition to negotiate their futures, and the players in these

coalitions may change over time. Because no organization is self-sufficient, home care

agencies will find it necessary to enter into coalitions that seek and negotiate contracts and

other resources. However, since unequal exchange and power differences between

organizations may be detrimental to individual participants, these negotiations necessarily

may be cautious.

ORGANIZATIONAL STABILITY AND CHANGE

Organizational change in home care has been rapid in many respects, and sluggish
in others. This section will briefly review some of the theories which describe factors
contributing to or hindering organizational change.

The Influence of Environment: Organizational Dependence and Uncertainty

Uncertainty is a dominant tone in today’s health care market. Providers strive to

stay abreast of rapid changes in many facets of health care ranging from reimbursement

incentives to clinical delivery systems. The prospects of health care reform, market

pressures and cost containment unite to create a highly uncertain environment for home care

providers. The extent of this uncertainty has the potential to stimulate organizational
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change. Since one of the goals of this study is to identify key strategies home care

organizations are pursuing to maintain organizational viability in an uncertain environment;

it is important to consider the literature on environment and uncertainty.

Organizations do not existin a vacuum, but are affected by their environments. The

most important contribution of the open systems model is the perspective that all

organizations depend on exchanges with other systems and, therefore, that their survival

depends upon environmental influences.

The environment may be conceived as 1) a source of information, or 2) a stock of

resources (Aldrich and Mindlin, 1978). When environment is viewed as a source of

information, the issue of uncertainty confronting the organization becomes primary. When

the environment is regarded as a stock of resources, the degree to which the organization is

dependent on others for vital resources becomes a major concern.

The extent to which the environment is uncertain has been conceptualized in several

dimensions which are applicable to home care. First, the degree of homogeneity -

heterogeneity, or complexity and diversity, of the environmental entities to which the

organization must relate affects the level of uncertainty (Thompson, 1967; Dill, 1958).

Whereas Medicare-certified home health agencies used to rely primarily on the federal

government as the major payer (Rappaport and Wood, 1989), home health agencies are

relating to abroader mix of payer types, each of which has complex and idiosyncratic

requirements of its own. Federal payment programs also have become more diverse and

complicated, with both Medicare and Medicaid including indemnity and managed care

insurance options.
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Second, the degree of stability or change in an environment affects the level of

environmental uncertainty (Lawrence and Lorsch, 1967). Healthcare and home care are

involved in revolutionary and far-reaching changes, contributing to a high level of

uncertainty. Trends which reflect the transformation of the U.S. health care system include

l) increased scale of the health care system; 2) growing concentration and consolidation of

providers; 3) specialization and proliferation of facilities and providers; 4) greater

diversification, including vertical and horizontal integration of organizations and services;

5)increased linkages among provider organizations; 6) greater governmental involvement

in the healthcare system; 7) expanded privatization of providers; 8) a power shift in which

managerial influence has grown and professional influence has declined; 9) increased

marketorientation of healthcare system (Scott, 1993). Home health agencies are operating

in an environment of rapid and ongoing change in which what is most certain is the

expectation that there will continue to be a high level of uncertainty.

The degree of interconnectedness or isolation of the organization in relation to other

entities whose actions may impinge upon it - has also been identified as a dimension

affecting environmental uncertainty (Pfeffer and Salancik, 1978). Like players in the rest of

the healthcare system, home health agencies have become related to other providers

through vertical and horizontal integration, accreditation requirements, and so on. Factors

that affect these entities also have an impact on home health agencies with whom they are

linked.

At the same time as they are relating to this very uncertain environment, home care

organizations may be entering an era of increased dependence upon the environment as

-
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reimbursement mechanisms and incentives change. According to Scott (1981b, p. 169),

there are three dimensions which affect dependence, and two of these appear applicable to

home care.

The first dimension is 1) degree of munificence/scarcity, the extent to which the

resources the organization requires are available in its environment (Scott, 1981b: 169).

Succinctly, the major resources home care organizations require are patients, service

delivery providers and payers. Current demographics support the availability of large

numbers of older patients and others likely to need home care, and growth statistics show

home care is booming as a mode of care delivery (Burner and Waldo, 1995). However,

home care organizations face uncertainty in accessing and serving this large population of

potential patients because of changes in reimbursement mechanisms. Reimbursement is

increasingly restricted by cost containment mechanisms imposed by third party payers, and

when payers are HMOs and other managed care arrangements, the supply of patients also is

controlled increasingly by payers. Currently, home care organizations have sufficient

Service delivery providers, but it is likely that the growing use of lower skilled personnel to

substitute for RNs may result in a shortage of LVNs and home health aides in home care.

While currently there are many potential payers for home care services, those willing to

reimburse for appropriate amounts of care at reasonable rates may be an environmental

resource in short supply. Because of these areas of scarcity, home care agencies may be

increasingly dependent on their environments.

A second dimension that may be affecting home care organizations' dependence on

others is degree of organization/nonorganization, the extent to which the organization
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confronts a set of environmental entities whose actions are coordinated or structured (Scott,

1981:169). As the health care system becomes more vertically integrated and payers are

more consolidated, the environment in which home care organizations are operating is

becoming more organized and structured. These changes enhance environmental certainty,

but may be escalating home health agencies’ dependence; if market factors (environment)

have caused the home care organization’s referral base to shrink so that the home health

agency relies onfewer referral sources (such as health care systems, HMOs or managed

care contracts), the agency will be more dependent.

In summary, the open systems model presents the perspective that all organizations

depend on exchanges with other systems and, therefore, that their survival depends upon

environmental influences. The environment may be both a source of information and a

stock of resources for HHAs. Rapid and ongoing change characterize the environment in

which home health agencies are now operating. The degree of interconnectedness or

isolation of home care organizations in relation to other organizations and their level of

dependence on their environments both appear to be increasing in response to

environmental changes.

Strategies for Managing Uncertainty

What does the literature tell us about organizational efforts to mitigate against

uncertainty? Thompson (1967) suggests that “under norms of rationality, organizations

seek to seal off their core technologies from environmental influences” (1967, p.19). Core

technologies are the organization’s central arrangements - processes, inputs, and skills of
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personnel employed to carry them out; in home care, the core technology is health care

delivery in the home. A variety of strategies may be used to reduce environmental

uncertainty and protect core technologies; those most applicable are summarized below.

Organizations may employ leveling or smoothing techniques to reduce fluctuations

in their input and output environments (Scott, 1981b). This is accomplished by actively

reaching out into the environment to motivate suppliers of inputs or to stimulate demand for

outputs. (Scott, 1981b:191). For example, hospitals may create a more level workflow by

scheduling elective surgery during slow periods, or companies may offer promotional

pricing to stimulate purchases on products during a slack sales year. There are also energy

and resource costs associated with these types of efforts; these may include things like the

staff time and opportunity costs of leveling activities, the expense of advertising, the risk of

failure.

Engaging in exclusive or preferred provider contracts may be a leveling strategy for

home care organizations. The per member per month payments they receive from

contracting with HMOs assures a baseline income level, and preferred provider contracts

may guarantee a baseline level of referrals in an era of uncertainty. However, the

competitive market for these contracts and some home care agencies' ignorance about their

actual costs to deliver care can result in HHAs paying a high price to get contracts: they

may accept marginal profits to get the contract, or even deliver care at a loss to service the

COntract.

Forecasting is a second strategy for accommodating environmental fluctuations.

Here, organizations anticipate changes in supply or demand conditions and respond to them
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by adapting their operations to fit the predictions. The wrong prediction may entail

considerable costs and result in inefficiencies. Numerous alternative scenarios have been

proposed for the direction health care will proceed, yet some form of managed care is most

frequently predicted. A shift in the composition of personal health care from inpatient care

to ambulatory services is continuing. The growth of inpatient hospital utilization is

diminishing, and demand for ambulatory services, outpatient and community-based

treatment alternatives is rising (Burner and Waldo, 1995). As part of the health care

industry as a whole, and as a niche market, home care organizations may be applying

forecasting strategies to minimize uncertainty and frame a vision of the direction the

Organization should pursue. The growing effort to generate industry-wide data about home

care outcomes and operations (...home health line, 1996; Shaughnessy, 1994a, California

Association for Health Services at Home, 1994; Schore, 1993), and individual agency

computerization efforts to gather and synthesize data (home health line, 1995; Braunstein,

1994) illustrate forecasting efforts.

Growth, an expansion of the scale of operations or the technical core, is a common

Strategy organizations use to manage task environments. Growth is closely related to the

Variable of size which is “on the interface of organizations and the environment.” (Scott,

1981a). Growth may be spurred by technological factors which facilitate economies of

Scale in technical processes (Thompson, 1967). For example, large scale operations may

benefit because “the overall effect of a large size is a reduction in the managerial

Component” (Blau and Schoenherr, 1971:91). With labor inputs as the single most

expensive component of home care (Szasz, 1988), home care organizations may be
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motivated to seek economies of scale for their personnel force, potentially including

alternative staffing arrangements, evaluating the balance between contract and salaried

employees, increasing the use of paraprofessionals and reducing administration.

Organizations that are large in relation to their markets may be able to minimize or

eliminate market influences better than smaller organizations (Thompson, 1967).

“Organizations that are large have more power and leverage over their
environments. They are more able to resist immediate pressures for change and,
moreover, have more time in which to recognize external threats and adapt to meet
them. Growth enhances the organization's survival value, then, by providing a
cushion, or slack, against organizational failure.” (Pfeffer and Salancik, 1978:139)

This would suggest that larger home care organizations would more easily weather the

current environment of uncertainty, and may be in a better position than smaller agencies to

advocate for the contracts and other external factors which affect their operations. Regional

or national companies or networks of providers prefer HHAs that cover their entire service

area (Brill, 1995).

Bridging strategies that link one organization with another are an approach to

managing organizational uncertainty as each player potentially ameliorates individual

deficits and gains power through their interdependence. The degree of dependence

individuals, groups or organizations may develop is a function of the importance one places

on the goals of the other and the extent to which one cannot achieve its goals outside the

interdependent relationship (Emerson, 1962). The power of one partner is rooted in the

other's dependency on the resources of the first. However, all partners need not be equally

powerful. “Power is not viewed as some generalized capacity but as a function of specific

needs and resources that can vary from one exchange partner to another. Thus it is possible
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for an organization to have relatively little power in relation to its suppliers, but

considerable power in relation to its buyers. " (Scott, 1981b:193).

Health care entities are increasingly interdependent (Shortell, 1994). Organizations

which are now horizontally or vertically integrated frequently began as competitors or

parallel service providers. The home care industry is advocating interdependency through

contracts and partnerships as one approach to satisfying managed care organizations’ desire

for “one-stop shopping”, coordinated, easy access to a total continuum of home-based

services (Brill, 1995; California Association for Health Services at Home, 1995a)- and to

promote agency survival.

To summarize, home care organizations currently are operating with considerable

uncertainty and rapid change and must employ various strategies to manage these threats.

Leveling and smoothing strategies such as engaging in preferred provider contracts, and

bridging strategies, such as contracts and partnerships, may be important techniques for

home care organizations to mitigate uncertainty. One focus of this research was to describe

the extent to which HHAs were engaged in contracts and seeking partnerships in this

uncertain environment. This study will described the efforts HHAs were making to gather

and synthesize data, efforts which help to forecast future needs and strategic tactics.

Bureaucratization and Rationalization

The size of an organization’s bureaucracy and the extent to which it is rationalized

have been identified askey factors in organizational stability or ability to change (Scott,
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1981a). Bureaucratization and rationalization are cardinal features of many organizations,

and are certainly apparent in HCFA policies, the Medicare program which funds the

majority of home health services, and in the Medicare Conditions of Participation that shape

the structure and operations of home care organizations (Vladeck and Miller, 1994).

Bureaucracy was first described by Weber (1968) whose model emphasized four

essential elements: expertise, written rules and regulations, clear ordering of positions, and

hierarchy. "Bureaucracies are set up to deal with stable, routine tasks; that is the basis of

organizational efficiency." (Perrow, 1972, p. 5). Without stable tasks, there can be no stable

division of labor, acquisition of skills, planning, etc. Minus these stabilizing elements, the

price of output increases.

Medicare-certified HHAs historically have related most frequently to government

bureaucracies: HCFA and regulatory/licensing agencies. Under fee-for-service

reimbursement, the operational aspects of home care delivery were stable, routine and could

be more or less adequately handled by bureaucracy. In home care, the degree of

organizational stability that can result from routine is dependent upon a steady, reliable

stream of work; this constitutes the stable tasks from which emanates labor arrangements,

skills development, etc. Home care is a volume business. Without the volume, the

overhead increases so output costs increase. As managed care and other forms of cost

contained health care delivery evolve, what was routine is increasingly supplanted by new

Systems and dynamic demands.

Rules play both protective and restrictive roles in organizations. Internal rules are

the basis of self protection, predictability and autonomy for the units within organizations,
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and external rules circumscribe the way organizations relate to other organizations and

Society. Rules such as licensing regulations Serve a protective role for Society.

Perrow (1972) points out that one of the ways that bureaucracy builds rules into its

operations is to "buy personnel who have complex rules built into them. We generally call

these people professionals." (p. 27). For example, pharmacists know how much of specific

drugs they may dispense to people with certain diagnoses. Because professionals are

expensive, organizations only use them when there is no choice, such as when they are

required by regulations, or when economies are apparent. Machines are substituted for

professionals when they can reduce costs.

These principles of organizational structure certainly are reflected in the high-tech

home care industry in which specially trained clinicians are pivotal in the provision of care,

and technology is increasingly being used to reduce the intensity of human service

provision delivered by costly professionals, and/or to reduce the amount of personal

Supervision of caregivers provided by professionals. As specialized high-tech equipment is

developed which has rules built into it (e.g. programmable infusion pumps), it becomes

increasingly possible to reduce the amount of professional caregiver time needed to manage

the care.

Rules bind together the technological and social aspects of organizations. Perrow

Suggests that rules evolve over time and link the past, present and future of an organization

together. Organizations prefer rules to change gradually because this helps to maintain

Stability and forces less immediate change; rapid response is often difficult for established

bureaucracies. However, typically rules change more slowly than do organizations.

*Y*
*** *
**

■ —■
º

***

º

!---
C.
*-
is ** ~)
... ... ºr

1 (Y)



The high-tech home care industry has clearly experienced this facet of

organizational development. As one example, licensing regulations which specifically

apply to the home care dimension of Services provided by home infusion companies were

only implemented in California in 1993; similar regulations are not in place in most states,

even though home infusion services have been expanding and evolving while delivered

under old rules - pharmacy licenses - for more than 10 years. Case management is a rapidly

growing and increasingly present facet of managed care, particularly long term community

based care, but there are few rules for case managers’ qualifications or processes.

Hierarchy is the most recognizable feature of bureaucracy; any group with a

division of labor, professional or not, will be hierarchically structured (Perrow, 1972). A

pyramid chain of command is the distinguishing mark of hierarchy.

In home care, the top of the care delivery pyramid is the physician who authorizes

access to care and changes in treatment once care is initiated. While their place at the helm

of the organization of home care is assured by professional dominance and regulatory

power (Freidson, 1988), direct physician involvement in home care treatment is episodic;

home care professionals, in concept acting as physician extenders by delivering care in the

home, in fact direct and shape much of home care. They report changes in the patient's

condition to the physician, and if necessary, S/he authorizes changes in care. Without the

information provided by home care personnel, the physician would be unable to fulfill

his/her expected role. This situation presents an interesting contradiction between

hierarchical structure and roles. Recently, the American Medical Association has begun to

examine ways of strengthening the physician's role in case managing home care, ostensibly
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to bolster their role in coordinating care; in addition, new Medicare allowable fees for

physician home visits and treatment plan management are probably enhancing the

attractiveness of home care.

Managed care creates further blurring and a possible shift in the hierarchy because

what is “managed” is physician practice (Miller and Luft, 1994). Under managed care, the

top of the pyramid may actually be the managed care organization which defined the

contract, or its case manager who applies it, to authorize the scope of services which are

reimbursable. While the physician still has titular power to make a clinical intervention or

authorize a referral, the managed care organization can affect the implementation because of

its control of the pursestrings.

Rationalization involves bureaucratization and increased complexity of

organizations. Horizontal and vertical integration are examples of rationalization which

have increased the complexity of the larger health care industry (Starr, 1982), and home

health care with it. The combination of various organizational structures and entities into

new configurations has rationalized what was once an industry of mostly smaller, free

Standing nonprofit home health agencies (Swan and Estes, 1990). The mix of home health

care entities now includes many proprietary chains and multi-facility-based home health

agencies, including hospital-based agencies, and hybrid larger organizational structures that

combine nonprofit and proprietary entities (Bergthold et al., 1988). Stimulated by federal

policies such as deregulation (Estes et al., 1992), rationalization and privatization have

expanded the roles of private sector proprietary entities (Asher, 1987), promoted certain

changes in nonprofits, and contributed to the decline of public agencies (Scalzi and Meyer,
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1992; Bergthold, Estes and Villanueva, 1990). Rationalization and privatization have been

shown to reduce patient access to home care (Estes and Swan, 1994).

In summary, bureaucracy size and degree of rationalization are key factors in

organizational stability or ability to change. Rules in the health care delivery system and in

home care are changing rapidly, especially in the area around treatment regimens and

reimbursement. These rules are changing more quickly than regulations can, in some

instances, and so fast that speed of responsiveness is one of the criteria that may spell the

Success or failure of HHAs.

Metamorphosis Model of Organizational Evolution

Tushman and Romanelli (1985) propose a model of organizational evolution that is

defined by three constructs:

“(1) processes of convergence which operate, through incremental change
mechanisms, to align and make consistent the complex of Socio-political and
technical-economic activities that support a firm's overall strategic orientation; (2)
periods of reorientation, wherein patterns of consistency are fundamentally
reordered toward a new basis of alignment; and (3) executive leadership, which
Serves as the key mechanism of intervention.” (p. 174).

They theorize that organizations evolve through convergent periods - relatively long time

Spans of incremental change and adaptation - and these periods are punctuated by

reorientations which define and set the bearings for the next convergent period;

reorientations fundamentally alter the character and fabric of the organization via a series of

Tapid and discontinuous changes (Tushman and Romanelli,1985, p.179).
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In this model, staff at different levels have key roles to play at different phases in the

organization's metamorphosis; executive leadership plays a dual role of managing

incremental change during convergent periods, and spearheading reorientations when a

discontinuous restructuring of activities and goals is needed to sustain the organization.

“Where middle management interpolates structures and systems during convergent
periods, executive leadership mediates between internal and institutional forces for
inertia and competitive/technological forces for fundamental change.” (Tushman
and Romanelli, 1985, p. 171)

Core values set the basic constraints as to where, how and why an organization competes,

and frame the basic decisions within the firm. Changes in core values affect strategy,

power, structure and controls, and thereby help to work out strategic orientation (Tushman

and Romanelli, p. 175). Organizations have strategic orientations which are supported by a

complex set of economic, social and political behaviors and activities that are necessary

(Zald, 1970). The strategic orientation of an organization defines how it will compete and

determines the bearing of the organizations' activities (Tushman and Romanelli, 1985, P.

176). Organizations have five core activity domains which interrelate, resulting in varying

levels of performance and inertia, and these affect organization evolution. Core values and

beliefs define an organization's realm and process for competition: Strategy defines the

ºpes of products produced and the markets that are served, establishing time and

"chnological parameters: intra-organization power distributions allocate Scarce resourceS.

"organization's structure formalizes roles, relations and hierarchy: and the nature, type

*nd pervasiveness of control systems indicate an organization's emphasis on efficiency

(Tushman and Romanelli, p. 175). The organization's strategic orientation is described by
- -

istent*se key domains. Core activity domains affect performance: unless they are consist

****

ºr:
2-1.
tº:
■ —

º/2
ºr 2
--~~

-----



with each other, high performance may not result. As interdependent relationships with

external groups (buyers, suppliers, etc.) grow stronger, and as internal participants

institutionalize patterns of culture, norms and ideologies, the organization develops

resistance to all but incremental change, or inertia. These structural and social processes

emerge to produce convergence on the strategic orientation by enforcing rules and norms

that constrain the premises of participants’ behaviors.

Convergence is a process of incremental and interdependent change activities and

decisions which combine to align internal activities more consistently with the strategic

orientation, and which work to impede radical or discontinuous change. Despite these

convergent periods with their inertial properties, radical transformations of strategic

Orientations, supporting values, power systems, formal structures and controls occur within

this model of organization change. When the organization fails to achieve a sustainable

level of performance, it must reorder or reorient activities. The two basic forces for change

in this model are

"(1) Sustained low performance resulting from a lack of consistency among
activities in the four political-economy domains, regardless of the appropriateness of
overall strategic orientation; and (2) major changes in competitive, technological,
Social and legal conditions of the environments that render a prior strategic
orientation, regardless of its success, no longer effective.” (Tushman and Romanelli,
p. 178)

When low performance is sustained, the organization either fails or experiences a crisis as it

undergoes a basic reordering of activities and/or a restatement of Strategic orientation that

precipitates a transformation of supporting activities. Different types of strategic

Orientations are appropriate at different phases in an organization's development.
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Performance pressures, whether actual or anticipated, are the most basic forces for

reorientation.

Reorientations involve discontinuous and simultaneous changes in Strategies, power

distributions, structures and control systems. In a reorientation period, change is rapid,

fundamentally altering the character and nature of the organization, and are distinctly

different from the incremental change and adaptation an organization experiences during

convergence periods.

Interest Groups

Interest groups play an important role in both homeostasis and change (Rip, 1986).

Political economy argues that the influence of interest groups is massive in the health care

market. "Professional monopolists" - biomedical researchers, Salaried physicians and those

in private or group practice, other health occupations seeking professional privileges and

Status - share an interest in maintaining professional autonomy and control over the

conditions of their work and therefore will act to defend their interest should their autonomy

be challenged (Alford, 1972). This professional autonomy has recently come under attack

for physicians affiliated with HMOs and other managed care organizations (Deckard, 1995).

Physicians have been asked by HMOs to sign “gag orders” restricting the information and

options they offer patients, and their strict reimbursement guidelines may be limiting

professional autonomy as well (Time, 1996).
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Health care associations support, defend and work to expand the autonomy goals of

special interest groups (Feldstein, 1993). At the federal and state levels, physician

associations have squared off against health plan organizations. The former have focused

on defending and fighting for the privileges that have made them the strongest of any

profession (Friedson, 1988), while the latter battle for control of the regulations and

reimbursement policies that will ensure their future dominance in the health care system.

Home care trade associations have developed and promoted their own prospective payment

proposals to inform and counteract policies contemplated by government policymakers.

"Corporate rationalizers" - medical school officials, insurance companies, hospital

administrators, public health officials - often compete with each other for organizational

resources and power, but share an interest in maintaining control over the conditions of

work of the professionals and employees because their activities are basic to the

achievement of organizational goals. In terms of their health needs, ability to pay and to

Organize their needs into effective demands, the community interests are heterogeneous.

Although they share an interest in accessible, affordable high quality health care (Alford,

1972), these influences help to maintain the organizational structure of health care as it is.

Community interests appear to have significantly reduced ability to influence the

nature of the health care system as managed care becomes increasingly prevalent. Client

Consumers largely have been excluded from the development of managed care. They are

the recipients of care under this reimbursement system. As cost containment efforts shape

the types of health insurance plans offered, the consumer’s ability to influence the

Organizational structure of health care is tenuous. Whereas in a fee-for-service system
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consumers could select from a broad array of providers and treatment options, consumers

generally now are able to influence the organizational structure only by purchasing one type

of health care insurance instead of another. The rapid growth of Point of Service (POS)

plans may be viewed as a market and consumer-responsive innovation in managed care

alternative forms. Since they allow the consumer to choose to use the HMO or go outside

the plan at the time service is needed, POS plans may be a sort of “consumer’s revenge” on

managed care.

However, the identity of the consumer may also be shifting. While most patients

Still wish to experience health care as usual, business and governmental payers are no

longer willing to pay the bill. Until cost containment pressures escalated significantly,

employees typically were able to select from an array of health insurance plans which often

included an HMO. Managed care consumers diminishingly appear to be individual

patients. Increasingly businesses are the market targeted by managed care organizations; as

purchasers of health insurance options for their employees, businesses are the new meta

consumers of health care insurance (Sacramento Bee, 1995; Marion Merrell Dow, 1995).

Managed care consumers are primarily corporate employers who offer more managed care

insurance options to their employees, or government health care agencies (state and federal

level) which develop new managed care programs for Medicaid and Medicare recipients.

With their economic power, these interest groups currently appear to be more capable of

influencing change in the health care system.

A study of political agendas of public Sector and organized private sector interests

regarding policies for uncertified home care agencies demonstrated that there are a plethora

1 1 ()



of stakeholders in any policy issue. Consumers, home care providers and government each

bring diverse interests to home care policy concerns (Silberberg et al., 1994). In order to

arrive at politically viable solutions to home care and other policy problems, the input of

key interest groups must be solicited, thereby providing insight into less dominant

perspectives.

To summarize, there are many interest groups and Stakeholders which each have a

role in the stability or evolution of the health care delivery system. By virtue of their

buying power and insistence upon reduced costs, employers and government payers are

Some of the most powerful interest groups in the evolution of the managed care system.

The previously dominant interest groups of physicians and health care providers have been

forced to take a back seat to the business orientation of payers, especially insurance

companies and managed care organizations. The health care consumer appears to have

changed from patients to large purchasers of plans. With new interest groups wielding

greater power in the health care delivery system, home health agencies are faced with the

need to restructure their alliances and determine alternate ways of doing business.

Corporate Expansion and Staffing Issues

Braverman (1974) discusses labor in relation to the modern corporation. Although

his examples are manufacturing and transportation corporations, some of his ideas seem

applicable to health care. “The overall purpose of all administrative controls is, as in the

case of production controls, the elimination of uncertainty and the exercise of constraint to
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achieve the desired result.” (Braverman 1974, p. 265). Seymour Melman further elaborates

on this idea.

“As administrators have sought to lessen the uncertainty of their prospects, by
controlling more and more of the factors which determine the advantage of their
plants and firms, they have attempted to control, in ever greater detail, production
costs, intensity of work, market demands for products, and other aspects of firm
operation.” (Braverman 1974, p. 265).

Melman goes on to conclude that as the business process evolves, it expands its areas of

control by management necessitating the addition of administrative functions and

personnel.

As these ideas suggest, corporate home care chains have been centralizing many

management functions in corporate headquarters. Many health care and home care

companies have concentrated their quality assurance, data collection, contracting, marketing

and billing functions - and their related personnel - in regional and national offices. Further,

marketing functions are central to the corporation. “Since markets must remain the primary

area of uncertainty, the effort of the corporation is therefore to reduce the autonomous

character of the demand for its products and to increase its induced character.” (Braverman

1974, p. 265). This suggests that management will use marketing approaches to attempt to

build or manipulate demand. The proliferation of marketing roles within health care and

home care organizations, and the rapid evolution of new managed care and other insurance

products designed to capture a share of the health care benefits market appear to illustrate

Braverman's idea.

The growth of corporate medicine is reflected in changes in organization and

behavior of hospitals and higher levels of integrated control throughout the health care
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industry. Starr has described five dimensions that may be distinguished: 1) change in type

of ownership and control, especially a shift from nonprofit to proprietary provider

organizations; 2) horizontal integration as freestanding institutions are replaced by multi

institutional systems; 3) diversification and corporate restructuring, typified by the shift

from single-unit organizations to complex, conglomerate enterprises; 4) vertical integration

in which single level of care organizations are reconstituted to include a broad range of

phases and levels of care; and 5) concentration of industry ownership and control of health

Services in regional and national markets (Starr, 1982, p. 429).

Parallel to many other types of industries, the corporate transformation of health

care has been accompanied by restructuring, re-engineering and revisions of work systems

that directly affect staffing patterns and health care personnel. Large Scale restructuring in

the form of vertical and horizontal integration already has been discussed; in addition, many

health care institutions are undergoing major internal restructuring or re-engineering

Overhauls designed to increase the efficiency of health care production, flatten lines of

Supervision, streamline the work of personnel, improve customer satisfaction and reduce

costs. The types of personnel involved in health care have changed. For example, business

School graduates have been replacing health care professionals in the top ranks of many

health care organizations (Starr, 1982), insurance case managers assume treatment plan

decision-making roles once fulfilled by clinicians (Brill, 1995), and patients and their

caregivers manage treatment regimes previously delivered by home health nurses

(Humphers-Ginther, 1994). These shifts reflect deprofessionalization in some instances and

raise the question of deskilling (Braverman, 1974) in others.
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It has been suggested that home health agencies and their staff will have to make

some specific types of changes to mold to the requirements of successful managed care

operations (Brill, 1995). The literature suggests that organizations facing the uncertainty

presented by diverse task environments may develop differentiated departments and

characteristics unique to specific tasks (Lawrence and Lorsch, 1967). Greater specialization

of function may be necessary in several venues. A move to greater interdisciplinary

collaboration is predicted; the expertise of more than one profession must be involved in

making decisions about the complex care needs of patients (Brill, 1995). More clinical

Specialists will be needed in nursing and the therapies. Staff mix will need to be tailored to

programs, enhancing the division of labor; less skilled tasks in long-term care increasingly

performed by paraprofessionals and more highly skilled tasks in acute and primary care

performed by professionals (Brill, 1995). Differentiation and reorganization of service

delivery to integrate with other types of health services may also be necessary. For

example, rather than place home health aides one-on-one with clients, clients may need to

be clustered to an aide, and group adult day care services used as a substitute delivery mode

for providing some of the care home health previously delivered to individuals (Brill, 1995,

p. 12).

The nature of home health care work may also be expected to change. First, care is

becoming more specific and finite as defined end points and measurable goals for care

increasingly are implemented. Second, even more extensive paperwork will be required of

home health clinicians to justify every visit to external case managers. Third, caregivers

Will be asked to meet higher productivity expectations in order to decrease the cost of each
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visit. This effort will be facilitated increasingly by the use of computerized patient records,

mobile computer systems, cellular phones and other technologies. Home health executives

in Some companies are using computers to type their own correspondence and spread

sheets, and handling their own phones to save time and money (Brill, 1995). The

replacement of human labor with capital equipment constitutes a fourth change in the nature

of home health care work.

To summarize, the health care delivery system, and home care with it, is in the

midst of a corporate transformation, and reflects many of the shifts Braverman (1974) and

Starr (1982) described in the coming of the corporation. Changes in the organization of

health care delivery systems, alterations in inter-organizational relationships, diversification

and privatization are occurring rapidly. These changes are Spurring a proliferation of

marketing roles within health care and home care organizations, and the rapid evolution of

new managed care and other insurance products designed to capture a share of the health

care benefits market. The nature of home health work is changing. The literature suggests

that we may see changes in the nature of who is performing home care work and how this

work is organized. Specific areas that may be mentioned include greater differentiation of

Service delivery departments (such as managed care teams and interdisciplinary

collaborative models) measurable and finite provision of home care services, more

extensive paperwork and justification of care provided, higher productivity expectations

Supported by greater use of telecommunications, and the replacement of human labor with

technologies that can streamline operations and/or flatten the service delivery process.
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SUMMARY

Since its inception in 1965, the definition of the Medicare home health benefit has

evolved from a short-term, post-hospital service to home-based acute care and providing

ongoing care for certain chronic conditions. Coverage regulations have reflected this

definitional shift, and have allowed the provision of more home health services to more

beneficiaries. These changes have spurred the growth of the home health industry, and

exponentially increased home health expenditures for the Medicare program. An influx of

new home health agencies, particularly proprietary agencies, has created a Surge in the ---

Supply of agencies since 1980, increasing the competition in the home health market º:
(Schore, 1994). Home care’s growth is projected to continue outstripping all other sectors º:

***

of the health care system into the next century. Like other types of health care ■ . ■ º
assº"

organizations, home health agencies are grappling with responding to widespread, ~–
multifaceted changes that may threaten the long term survival of some agencies.

- - - ºThe open systems model presents the perspective that all organizations depend on {...,
º
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exchanges with other systems and, therefore, their survival depends upon environmental

influences. The environment may be both a source of information and a stock of resources

for HHAs. Rapid and ongoing change characterize the environment in which home health

agencies are now operating. The degree of interconnectedness or isolation of home care

organizations in relation to other organizations (Pfeffer and Salancik, 1978) and their level

of dependence on their environments both appear to be increasing in response to

environmental changes.
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The literature suggests that specific forces are exerting pressures for change and for

stability. One of the goals of this study wass to identify key strategies home care

organizations were pursuing to maintain organizational viability in an uncertain

environment. Home care organizations currently are operating with considerable

uncertainty and rapid change and must employ various strategies to manage these threats.

In an uncertain environment, organizations may be expected to increase control of all

possible variables. Bridging strategies, such as contracts and partnerships, may be

important techniques for home care organizations to mitigate uncertainty. One focus of this

research was to describe the extent to which HHAs were engaged in contracts and seeking

partnerships in this uncertain environment.

Different organizations are likely to respond to uncertainty in different ways; the

Strategies they use to manage uncertainty may vary according to their geographic locations

and their respective market environments, organizational affiliations, tax status and other

factors. Braverman's (1974) discussion of corporations' efforts to control uncertainty

Suggest that HHAs may pursue changing administrative functions and personnel,

controlling production costs and the intensity of work and enhancing market demand for

products as strategies they are pursuing to cope with the uncertainties of the market

environment.

Bureaucracy size and degree of rationalization are key factors in organizational

Stability or ability to change. Rules in the health care delivery system and in home care are

changing rapidly, especially in the area around treatment regimens and reimbursement.

These rules are changing more quickly than regulations can, in some instances, and so fast
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that speed of responsiveness is one of the criteria which may spell the success or failure of

HHAS.

There are many interest groups and stakeholders which each have a role in the

stability or evolution of the health care delivery system. By virtue of their buying power

and insistence upon reduced costs, employers and government payers may be the most

powerful interest groups in the evolution of the managed care system. The previously

dominant interest groups of physicians and health care providers have been forced to

assume a lesser role as the business orientation of payers, especially insurance companies ***
gº

and managed care organizations, gains greater influence. The health care consumer appears ■ º-º-º:

to have changed from patients to large purchasers of plans. With new interest groups ~, *!---
wielding greater power in the health care delivery system, home health agencies are faced -- T

- - - - - - - - -
---

with the need to restructure their alliances and determine alternate ways of doing business.
gºº

The health care delivery system, and home care with it, is in the midst of a corporate
! ---

transformation, and reflects many of the shifts Braverman (1974) and Starr (1982) described ºº )
º

in the coming of the corporation. Changes in the organization of health care delivery 2as tº wº

Systems, alterations in inter-organizational relationships, diversification and privatization

are occurring rapidly. These changes are spawning a proliferation of marketing roles within

health care and home care organizations, and the rapid evolution of new managed care and

other insurance products designed to capture a share of the health care benefits market.

The nature of home health work is changing. The literature suggests that we may

See changes in the nature of who is performing home care work and how this work is

Organized. Specific areas that may be mentioned include greater differentiation of service
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delivery departments (such as managed care teams and interdisciplinary collaborative

models) measurable and finite provision of home care services, more extensive paperwork

and justification of care provided, higher productivity expectations supported by greater use

of telecommunications, and the replacement of human labor with technologies that can

streamline operations and/or flatten the service delivery process.

This work provides an analysis of operational and service delivery changes home

care organizations were making as they responded to market environment characteristics

that were creating an uncertain environment, especially managed care. Included are a

discussion of findings and suggestions for future research.
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CHAPTER 3: METHODOLOGY

This chapter first describes the aim, research questions and hypotheses for the study.

The study population, Sampling procedures and an analysis comparing the sample to the

overall distribution of Medicare-certified HHAs in the nation is provided. Types and

Sources of data are then described, followed by a discussion of the methods used for data

analysis and validation. A description of limitations of the data and methodological

problems encountered conclude the chapter.

AIM

Medicare-certified home health agencies which have flourished under a per-visit, fee

for-service reimbursement model increasingly are delivering care under managed care

reimbursement models. There is almost no information on the ways home health agencies

(HHAS) are re-engineering for managed care. Because they are in the earliest stages of

responding to market pressures accompanying alternative reimbursement models, this is a

unique and ideal time to study the organizational, Service delivery and strategic transitions

HHAs are making. The goal of this dissertation research was to examine ways in which

home health agencies are changing in response to managed care.

The aim of the study was to describe and generate descriptive statistics reflecting the

changes Medicare-certified home health agencies are making in specific areas, and to use

qualitative analyses to describe HHAs strategies to respond to managed care. In particular,
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the study aimed to identify cost containment and fiscal issues, including HHAs current

partnerships and planned partnerships; describe HHAs present characteristics, structure and

plans for restructure; describe changes in service mix, staffing and utilization of Services

including current and planned wellness/early intervention programs, case management and

outcomes management efforts; and describe management and operational approaches

related to managed care, particularly focusing on the key issues associated with and

Strategies for responding to managed care.

RESEARCH QUESTION AND HYPOTHESES

The research question was: How are Medicare-certified home care agencies in

heavily HMO-penetrated markets changing in response to managed care? Home health

agencies are operating in a highly competitive market. The multi-faceted changes

underway in health care, described in Chapters 1 and 2, have direct impacts on home care

providers. Environmental uncertainty and dependence, arising from Several Specific

dimensions in the marketplace (Aldrich and Mindlin, 1978;Thompson, 1967; Dill, 1958),

are the context in which these changes are understood to be occurring. Extrapolating from

Lawrence and Lorsch (1967), it may be surmised that greater degrees of change and

reduced stability in the environment elevates the amount of uncertainty organizations face.

As a rapidly growing sector of the health care industry, home health agencies have been

affected by the revolutionary and pervasive changes that have characterized the health care

delivery system over the past two decades (Scott, 1993). They are in a process of
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organization evolution which demands examination, adaptation and redirection of Strategic

orientation (Tushman and Romanelli, 1985).

This era of change presents some major challenges to home care organizational

Structure, philosophy, operations, Service delivery, and reimbursement. These areas of

impact may be organized into four major categories: financial issues, agency characteristics

and structure, services and utilization, and management and operations.

The study gathered extensive descriptive information related to specific categories

of issues which have been important to managed care organizations, but which mostly have

not been studied with regard to home health agencies. The primary hypothesis was that

agencies with managed care contracts would behave differently in several specified ways

from those that did not have managed care contracts. Several specific hypotheses regarding

home health agencies' responses to managed care were linked to the four major categories.

A description of the four areas of inquiry and related hypotheses are summarized below.

Financial Issues

As payers seek out cost effective health plans to deliver care to their beneficiaries,

home care providers must find ways to join in partnerships with other providers and

insurers or face the prospect of extinction (Staffing Industry Analysts, 1994); vertical and

horizontal integration are key features of developing organized delivery systems (Shortellet

al, 1994). The study sought to describe the fiscal impacts and financially-related changes

HHAs were making in response to managed care and current market environments. Two
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hypotheses were tested to explain the relationship between key organizational

characteristics and managed care revenues/volume:

H. Larger agencies derive a greater share of their budgets from managed care

revenues than Smaller agencies.

H: Multi-facility, HMO and chain/franchise agencies deliver higher volumes of

managed care than hospital-based and independent HHAs.

Descriptive data were gathered on the numbers and types of contracts, current and planned

partnerships and their goals, and reimbursement mix of HHAs in the sample. HHAs’

experiences regarding the profitability of managed care and changes in reimbursement

financing were described.

Agency Characteristics and Structure

Organizations of all sizes and types need to be reconceptualizing their roles in

relation to other health care providers in a revised, alliance-based system of health care

delivery (Brill, 1995; Shortell et al., 1994). This study sought to describe HHAS’

organizational characteristics and structure, particularly focusing on any differences

between HHAs that did and did not have managed care contracts. Agency tax status,

Ownership and size were also important to describe since other home care researchers have

found these to be predictive of differences and similarities in Service (Clarke and Estes,

1992; Estes et al., 1993).
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Services and Utilization

Home health organizations have continued their ongoing market development

efforts while simultaneously building internal strength and flexibility so that they are poised

for new methods of operating and delivering services. Building maximum efficiency and

quality into their operations is an important component of internal organizational

development efforts. One of the ways the current study expected to find HHAs

accomplishing this objective was by providing case management services to their managed

care patients. The literature reports that more home health agency staff time is being spent

on requesting prior authorization from payers, and justifying the care to be provided, and

that HHAs have been undertaking new internal case management models to help monitor

utilization and care (Brill, 1995). Therefore, HHAs with managed care contracts were

expected to identify that the primary role of case managers was to contain costs or control

utilization, more than to accomplish clinical tasks. Descriptive data were gathered to

explore the use of case managers and the goals of case management.

HHAs must learn to manage care, a process which involves philosophical,

Organizational, staffing, service and operational shifts from fee-for-service models.

Organizations facing uncertain environments may develop more differentiated departments

and characteristics unique to specific tasks (Lawrence and Lorsch, 1967). HHA

administrators and staff must devise and implement appropriate operational changes,

particularly relating to productivity and service delivery, in order to be viable and successful

under alternative reimbursement systems. How organizations do this was an important area

of this inquiry. This study gathered descriptive information on the management approaches

124



and resources HHAS were committing to make the transition to managed care, and how

management was conveying new philosophies and paradigms to staff, particular attention

was paid to issues such as the way that HHAs organized their care teams, and training

provided to staff on managed care. This study asked questions about the kinds of Staffing

changes HHAs were making to restructure their organizations for managed care. It was

expected that agencies would be planning changes in staff mix in response to managed care,

and that productivity initiatives would be underway, such as developing specialized

managed care teams and payment incentives related to managed care.

The study also sought to describe the types of Services HHAs were providing and

how their provision and mix were affected by managed care. Descriptive information was

collected concerning eligibility criteria for managed care and fee-for-service patients, an

important indicator of access to services. Descriptive data were also collected on a variety

of utilization and patient care statistics.

Since managed care reimbursement has an inherent incentive to reduce utilization,

HMO enrollees generally receive more preventive tests, procedures, examinations and

health promotion activities than indemnity plan enrollees (Miller and Luft, 1994). The

Study therefore sought to determine the extent to which health education and prevention

programs were planned for HHAs serving managed care patients.

H: HHAs with managed care contracts are more likely to report plans to establish

new early intervention prevention or health education programs than HHAs without

managed care contracts.

º
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Management and Operations

Management must determine viable organizational and management structures to

enable their agencies to meet the changing market environment. Reassessment of these

structures in home care may be needed to make certain that they are appropriately

configured. It was expected that the majority of HHAs, especially proprietary agencies,

would report strategic planning efforts and plans for restructuring designed to accomplish

this objective.

H: Strategic planning efforts and plans for further restructuring would be reported

by proprietary HHAs more often than by nonprofit HHAs.

Corporate home care chains, HMO- and multi-facility-owned HHAs are typically

part of more vertically integrated, centralized and/or corporate health care entities that often

are characterized by concentrated ownership and control of health Services in regional and

national markets (Starr, 1982) These types of organizations may use administrative controls

to eliminate uncertainty by controlling a variety of factors that affect firm operations

(Braverman, 1974). Strategic planning is a management technique that can help

administrators reorient and direct their organizations in the face of uncertainty; it may be

conceptualized as a tool to enhance administrative control. Through a strategic planning

process of analyzing the threats and opportunities presented by the external environment,

and the available internal resources of their organizations, HHA administrators may seek to

reduce uncertainty in their environments. More complex organizations - those that are

vertically integrated, include regional and national networks, or potentially more
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differentiated - may be more likely to experience environmental pressures that would

prompt consideration of restructuring. Therefore, the following hypotheses were tested:

H: HMOs, multi-facility and chain/franchise agencies would report they had a

strategic plan more often than hospital-based and independent HHAs.

H: HMOs, multi-facility and chain/franchise agencies would report plans to

restructure in the next 1–2 years more often than those owned by hospital-based and

independent HHAs.

Home health agencies are operating in a highly uncertain, rapidly changing

environment. Organizations use a variety of approaches to managed the threats associated

with uncertainty, including leveling and smoothing strategies, forecasting, and bridging

Strategies (Scott, 1981b), and may be cushioned from uncertainty by their size and growth

(Pfeffer and Salancik, 1978). The study gathered considerable descriptive data to examine

whether HHAs were using these and other types of strategies to cope with uncertainty.

The basis for reimbursement in home health care is shifting. HHAs are still largely

reimbursed on a per visit basis, although capitated and managed care mechanisms are

growing in importance, and are projected to be the reimbursement mechanisms of the future

(Goldberg and Schmitz, 1994). To be financially successful, HHAs must be able to provide

Services on a competitive basis under a capitated reimbursement mechanism. To do so,

HHAs must be able to calculate the actual cost of providing a service or product (Burrill,

1995), a task which is difficult for some providers to do at present since many currently do

not gather necessary cost or utilization data according to specific patient characteristics
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(California Association for Health Services at Home Foundation and Health Systems

Research, Inc., 1993). (Hospice providers delivering care under the Medicare Hospice

benefit are the one home care group which has several years of experience in delivering care

under a per diem rate that approximates capitation.) HHAS that have managed care

contracts typically need to be able to track utilization and resource information to monitor

costs. For this reason, it was expected that most HHAS would report they had dedicated

staff for data management functions. It was further posited that the number of data staff

was positively related to agency size.

H: Larger HHAs would have a larger number of staff dedicated to managed care

clients or contracts management information systems than Smaller HHAs.

The study sought to describe the nature of HHAs data collection efforts. What types of

data collection efforts would home health agencies be pursing to improve their ability to

track the utilization, outcomes and costs of service provision? Qualitative descriptive data

were collected to address this question.

Particular attention was paid to querying home care executives about the ways their

Organizations were expressing their commitment to move into managed care. They were

asked whether their HHAs were pursuing specific strategies that would demonstrate

executive leadership in organization development; answers to these questions were

analyzed quantitatively. Administrators were also asked to identify the two major impacts

managed care was making on their agencies, staff and clients. These open-ended answers

generated Substantial qualitative data.
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STUDY POPULATION AND DATA SOURCES

Although there are a variety of types of home care providers, Medicare-certified

HHAs were selected to be the home care subject group for several reasons. First,

nationally, they are the largest identifiable segment of the totality of home care providers

and the group which is most closely tied to government, since Medicare is their primary

Source of reimbursement; there are 8,747 Medicare-certified HHAs (National Association

for Home Care, 1995). Therefore, the importance of research on how Medicare-certified

agencies respond to the prospect of managed care seemed likely to be greater and more ****
***

generalizable than a study focusing on a mix of types of home care providers. fºr:
tº:

Second, because they are a highly regulated segment of home care providers **

(Medicare Conditions of Participation; California Association for Health Care Services at ■ ".
Home, 1995c; U.S. Department of Health and Human Services; Harrington and Grant,

sºlº

1990), Medicare-certified agencies are likely to be structurally very similar to each other;
!---

comparing a more homogeneous group at baseline should make study results of their future {AT)
positioning more easy to understand. ( 0

is ºn tº -->
- ***

Third, because they are the most established segment of the home care market

(Burner and Waldo, 1995; Humphrey and Milone, 1991), certified HHAs are the group of

home care providers most recognized by insurance companies, physicians groups and other

potential partners or purchasers of home care services. Many of these purchasers are

already experiencing pressures to provide services under capitated or managed care and are

passing Some of these pressures on to their Medicare-certified partners. For research

purposes, this should mean that Medicare-certified providers operating within this type of a
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market will initiate strategies and position themselves to seek contracts with managed care

organizations.

Because only a small percentage of home care providers is believed to be currently

engaged in managed care or capitated practices, it was anticipated that gathering the desired

information might be difficult. Therefore, in order to increase the likelihood that HHAs in

the study were operating within a managed care environment, the sample was selected from

the list of communities with the highest HMO market penetration in 1994, as tracked by

InterStudy (Decision Resources, 1994). Health maintenance organization market

penetration was used as a proxy for the extent of managed care involvement in a given

community, since extensive HMO penetration presumably would exert significant managed

care pressures upon all of the providers in that community. Senior home care executives

were identified as the people most likely to have a perspective on the impact of managed

care on their agencies, and the strategies and directions they would pursue on behalf of their

Organizations.

SAMPLING PROCEDURES

The sampling procedure required several steps. First, the list of the top eleven

metropolitan areas by HMO penetration were identified based on InterStudy's semiannual

national HMO census identifying these metropolitan areas; the populations were from 1990

and the HMO enrollment figures were from 1994 (Porter and Hamer, 1993; Schwartz,

1994; Decision Resources, 1994); this number of communities was estimated to yield a

gºaº

!---
(2
º
****

* * * --,
is * * ****

|y
s
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sample of sufficient size for this doctoral research. HMO market penetration rates for the

eleven metropolitan areas included in the study are summarized in Table 3.1.

TABLE 3.1: HMO MARKET PENETRATION IN METROPOLITAN AREAS STUDIED

Metropolitan Area Estimated
Penetration

% a

Portland, OR 0.64
Rochester, NY 0.63
Madison, WI 0.61
Stockton, CA 0.53

Champaign-Urbana-Rantoul, IL 0.52 ***

Buffalo, NY 0.51 …-
Salem, OR 0.50 ■ ".
Albuquerque, NM 0.49 º:
Albany-Schenectady-Troy, NY 0.48 tºº.

Dubuque, IA 0.47 ■ º
Santa Barbara-Santa Maria- 0.46 --
Lompoc, CA !. IC)

* Source: Porter and Hamer, 1993, Schwartz, 1994; Decision Resources, 1994, ****
saaº

The sample was drawn from a pool of SMSAS all over the country with populations

of 100,000 or more. The eleven metropolitan areas from which the sample was drawn, the º
sº*...*

Phase 1 and Phase II sampling frames for each SMSA and the final number and percent of (... _2
agencies included from each SMSA are summarized in Table 3.2. * * *

~5

!
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TABLE 3.2: PERCENT OF SAMPLE FROM EACH METROPOLITAN AREA

Metropolitan Area Total Sample Percent of
Respondents by Area Sample

Il %

Portland, OR 5 9.6
Rochester, NY 4 7.7
Madison, WI 4 7.7
Stockton, CA 5 9.6
Champaign-Urbana-Rantoul, IL 2 3.8
Buffalo, NY 5 9.6
Salem, OR 3 5.8
Albuquerque, NM 14 26.9
Albany-Schenectady-Troy, NY 3 5.8
Dubuque, IA 2 3.8
Santa Barbara-Santa Maria- 5 9.6

Lompoc, CA
Total 52 99.9

The response rate for HHAs in Albuquerque, NM was 100% as it was for several

other communities that participated in the study (see Table 3.3), but because more HHAs

were located in Albuquerque than in any other SMSA included in the sample, Albuquerque,

NM, was overrepresented in the study.

The second step was the creation of the sampling frame. It was determined that the

potential sample was small enough to make it feasible to include all of the eligible agencies

in these SMSAs. HCFA's list of Medicare-certified agencies in these SMSAs was

conveyed on disk by the National Association of Home Care.

In Phase I, the initial sampling list of 75 agencies was cleaned by phoning each to

Verify that they were in business, retained their Medicare certification and delivered skilled

nursing services; those agencies that were either no longer Medicare-certified or primarily

:
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delivering long term care services (90% or more of their business) were excluded from the

final sample. This cleaning process reduced the sampling frame by 11 agencies.

In Phase II, potential subjects in the final sample were sent a letter inviting their

participation and informing them that the researcher would be phoning to schedule a

telephone research interview. Out of a total of 64 agencies in the final sample, 52

completed the interviews and returned the required materials for a response rate of 81.25

percent. Reasons the twelve agencies did not participate included respondents’ lack of time

(7) and no response to repeated contacts (5). Table 3.3 summarizes number of participants

by area in each sampling phase and respondents and non-respondents by area.
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TABLE 3.3: INITIAL AND FINAL SAMPLES, RESPONDENTS AND NON-RESPONDENTS BY AREA AND
PERCENT RESPONSE RATE BY AREA

Metropolitan Phase I: Phase Total Sample Sample Non- Percent
Area Initial II: Final Respondents Respondents Response

Sampling Sample by Area by Area Rate by
Frame Area

Portland, OR 12 10 5 5 50
Rochester, NY 7 4 4 () 1.00
Madison, WI 5 5 4 l .80
Stockton, CA 6 5 5 () 1.00
Champaign- 2 2 2 0 1.00

Urbana
Rantoul, IL

Buffalo, NY 8 6 5 1 .83
Salem, OR 4 4 3 l .75
Albuquerque, NM 17 14 14 () 1.00
Albany- 5 5 3 2 .60

Schenectady
Troy, NY

Dubuque, IA 3 3 2 l .67
Santa Barbara- 6 6 5 1 .83

Santa Maria

Lompoc, CA
Total 75 64 52 12 .8125

There are some differences between sample respondents and non-respondents.

First, as is illustrated in Table 3.3 above, refusal to participate was notably higher in

Portland, OR and the Albany metropolitan areas than in other SMSAs. Second, half of all

non-respondents were administrators at chains, and two-thirds (66%) were from proprietary

agencies. This is, perhaps, to be expected since a proprietary business ethos is likely to

emphasize productivity and efficiency and may view research participation as a distraction

from these goals, whereas nonprofit organizations frequently have a tradition of

participating in research efforts.

(...”
(T

*****

134



TABLE 3.4: PERCENT SAMPLE RESPONDENTS, NON-RESPONDENTS AND U.S. TOTAL

Category Percent Percent U.S.
Sample Sample Non- Total'

Respondents Respondents
n=52 n=12

% % %

Hospital-based agencies 13.5 16.6 27.1
Independent agencies 36.5 25.0 28.6
Chains/Franchise 19.2 50.0

Government agencies 1.9 8.3 13.3

Nonprofit/Government agencies 53.8 33.3 57.4
Proprietary agencies 46.2 66.6 42.6
Source: "National Association for HomeCare. (1995)."Number of Medicare-Certified Home Care
Agencies, by Auspice, 1967-1995.” Basic Statistics About Home Care 1995. National Association for
Home Care, Washington, D.C.

The sample differs from Medicare-certified home health agencies in the U.S. in

Ownership auspice. Hospital-based and government agencies are both underrepresented in

the sample, compared to national figures. Although government HHAs represent a

comparatively small percentage (13%) of total U.S. HHAs, they represented a smaller

percentage of respondents and non-respondents in this study; two government-owned

agencies were part of the sampling list, and only one chose to participate in the study.

Independent agencies were somewhat overrepresented in the study sample.

There were also some minor differences between the sample and national HHAs

Overall with regard to tax status and sources of payment for care. Proprietary agencies were

just slightly overrepresented in the sample, and nonprofits were about 4 percent

underrepresented compared to national figures. Sample HHAs received about 6 percent

more Medicare revenues, and 1-2 percent more of Medicaid, private insurance and out-of

pocket revenues compared to HHAs nationally overall.

º *
■

º
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Since the sample was drawn to focus on communities on the cutting edge of

managed care by virtue of greater HMO market penetration, these differences must be noted

but do not take away from the value of the information included here; it is possible that

these differences shed light on the characteristics of agencies undertaking transitions to

managed care.

TABLE 3.5: COMPARISON OF RESPONDENTS AND U.S. MEDICARE-CERTIFIED HOME HEALTHAGENCIES
OVERALL

Category % Sample U.S.
Respondents Total

n=52

Organizational Ownership
Hospital-based agencies 13.5 27.1
Independent agencies 36.5 28.6
Chains/Franchise 19.2 25.4°
Government agencies 1.9 13.3"

Tax Status
Nonprofit and government 53.8 57.4

agencies
Proprietary agencies 46.2 42.6

Sources of Payment For Home
Care
Medicare 65.2% 59.0
Medicaid 17.5° 16.8
Private insurance 10.1" 8.1
Out-of-Pocket 4.3" 2.7

Source: "National Association for Home Care. (1995)."Number of Medicare-Certified Home Care
Agencies, by Auspice, 1967-1995." Basic Statistics About Home Care 1995. (Source cited partially
as HCFA Office of Survey and Certification.) National Association for Home Care, Washington,
D.C.
* Includes Medicare fee-for-service, Medicare HMO cost- and risk-based revenues. Based on
average of all respondents.
'Includes Medicaid and Medicaid managed care revenues. Based on average of all respondents.
"Based on average for all respondents.
'Source: Marion Merrell Dow Inc. (1995). Managed Care Digest Series, Institutional Digest 1995.
Kansas City, MO. pp.46-58.

º
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Medicare managed care approaches have included both cost- and risk-contracts.

Medicare has been contracting with HMOs on a risk-contract basis for more than 10 years,

and 2.8 million beneficiaries are enrolled in these contracting plans which most resemble

private sector HMOs (Prospective Payment Assessment Commission, 1995; General

Accounting Office, 1996b). However, Medicare beneficiary enrollment in HMOs with

Medicare risk contracts was relatively low in the states included in this study, as

Summarized in the table below.

TABLE 3.6: MEDICARE BENEFICIARY ENROLLMENT IN HMOS WITH MEDICARE RISKCONTRACTS AND
HMO PARTICIPATION BY STATE, 1994

Enrollment in
Medicare HMOS Number of Number of

as a Percent of Medicare HMOs with a
the Total beneficiaries Medicare risk
Medicare enrolled in an Number of contract in

State Population, 1994" HMO in 1994" HMOs in 1994' 1994”
California 26.8 946,668 36 32
Oregon 22.2 101,823 7. 9.
New Mexico 13.8 27,939 6 4
Illinois 4.3 11,437 3 1
New York 3.9 100,421 33 9
Iowa 0.0 () 3 ()
Wisconsin 0.0 () 27 ()
"Enrollment data as of December. Number of Medicare beneficiaries as of July.
"Data as of December
Data as of the end of the year
Data as reported by HCFA and GHAA

Source: Government Accounting Office, 1996, Appendix IV, pp. 37-38.
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Therefore, it was anticipated that the majority of participating HHAs in the sample

would have contracts with HMOs with Medicare cost-contracts. These findings are

reported in Chapter 4.

TYPES AND SOURCES OF DATA

Using a semi-structured instrument, data were collected during 30–45 minute

telephone interviews with senior administrators of Medicare-certified HHAs. Following the

interview, a two-page questionnaire requesting specified utilization and reimbursement

statistics was faxed or mailed to each respondent. Variables for both of these instruments

Were selected based on their potential significance as indicated by the literature and

discussions with home care administrators concerning accessibility of data. A directory of

HMOs (Hamer et al., 1995) was used to verify information about, population, HMO market

Penetration and HMOs operating in each community.

Categories of Variables

In order to examine the ways in which home care agencies were changing in

*Sponse to managed care, a number of variables were described. They fall into the

following major categories: financial issues, agency characteristics and structure, Servº

and utilization, and management and operations. These variables are summarized in Figure

3.2.

----- -
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FIGURE 3.1: VARIABLES LIST

Variables

FINANCIAL ISSUES

Contracts and Current and Planned Partnerships
These variables were designed to gain understanding of the types of relationships home
care organizations have with other organizations:

Have/Do Not Have managed care contracts
Number and types of organizations with whom you contract
Names of three largest managed care contracts (used to verify information)
Plans, time frames and goals for planned partnerships

Budget and Reimbursement Mix
These variables describe the budget size and sources of revenue of each HHA:

Total budget for past year
Types of reimbursement received for non-managed care and managed care

business(capitated; performance based; per diem; per episode; discounted and straight
fee-for-service)

Percent of agency revenue from reimbursement mix (Medicare.[fee-for-service; HMO 90s'
contract; HMO risk contract); Medicaid & Medicaid Managed Care; private insurance -
indemnity; private pay; other managed care; charitable contributions other)

Clients and Client Coverage Reimbursement Mix
The purpose of these variables was to describe the types of clients seen under each type of
payment mechanism and identify any differences in case mix between them:

Volume of visits in 1994 made by HHA
Volume of managed care visits made in 1994
Client mix by payer source
Number of clients from fee-for service, capitated and non-capitated managed care sources

Managed Care Business
Profitability status of managed care business received
Total revenues from managed care

Risk Sharing
Majority of contracts with HMOs with risk or cost contracts
Percent of financial risk HHA shares for care provided
Number of organizations sharing risk with HHA
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AGENCY CHARACTERISTICS AND STRUCTURE

These variables were included to provide a profile of the major characteristics of eachHHA.

Tax Status

Age of agency
Primary business type
Secondary business type
Population in service area
Agency's estimated market share in Service area
Organizational structure (parent organization, subsidiaries, part of an HMO, part of a multi

organization health system, etc.)
Presence of strategic plan
Change in organizational structure planned in next 24 months

Number and Types of Staff
Number of staff on full time, part time and contract basis

SERVICES AND UTILIZATION

Client and Visit Information
Average number of visits made to FFS patients
Average number of visits made to managed care patients
Average days of care (length of stay (ALOS)) for FFS patients
Average days of care (length of stay (ALOS)) for managed care patients
Average length of a home visit in minutes

Service mix
-These variables identify services that were currently being offered and any changes in

Services which were the result of managed care:

Types of services offered to non-managed care patients
Types of services offered to managed care patients
Services offered exclusively to managed care patients
Differences in eligibility criteria for managed care and FFS patients
New uses of technology for managed care patients

Adding and Eliminating Services
Services added in last 12 months because of managed care
Services eliminated in last 12 months because of managed care
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Health Promotion/Early Intervention
Current health promotion/early intervention services provided
Health promotion/early intervention services targeted to specific age or ethnic populations
Plans for new health promotion/early intervention services in next 2 years
Planned target prevention or specialized health education programs within next 2 years

Case Management and Utilization Review

These variables described the process and goals of case management and utilization review
efforts.
Criteria for assigning a case manager to a case
Timing of assignment of case manager
Disciplines of case managers
Goal of case management
Unique aspects of team meeting for managed care patients

MANAGEMENT AND OPERATIONS

Strategic Planning
Existence of a strategic plan
Future plans to restructure

Current and Future Staffing
Current staffing options for managed care patients
Staff hired in response to managed care
Staffing changes planned to accommodate managed care within 24 months

Data Management
Types of data collected
FTE dedicated to data management

Cost Control
- -

Payment system for full- and part-time staff and per diem employees (per hour, per visit.
Salary)

Bonuses given
Payment mechanism/incentives for managed care staff
Cost control methods

-

Differences in cost control methods for managed care and other patiºn's

Administrative and Operational Costs of Managed Care
Administrative costs
Operational activity costs
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Steps and Strategies for Managed Care Effectiveness
Identified by home care experts as changes essential for an HHA to make the transition
effectively from managed care, these variables were included to indicate the seriousness
with which managers were embracing managed care.

Five ways senior management has expressed commitment to managed care
Current steps HHA is taking to become more effective in the managed care market
Top three strategies organization is pursuing to respond to managed care

Managed Care Impacts
Most important impacts of managed care on agency
Most important impacts of managed care on staff
Most important impacts of managed care on patients

Telephone Survey Methodology

The primary data collection method was by telephone survey. Telephone interviews

were conducted exclusively by the principal investigator. The Senior manager in charge of

managed care or the top designated administrator of each organization selected were the

targeted respondents of the study. Each received a personalized letter describing the study,

requesting participation in a telephone survey and notifying the recipient that the researcher

Would be calling to schedule an appointment within two weeks. A follow-up telephone call

was made to confirm participation and schedule the interview appointment. Telephone

Surveys were conducted using a semi-structured instrument containing closed-ended (fixed

y took 30-45response) and open-ended (respondent-generated) questions and which generall

minutes to complete. At the end of the interview, participants were asked to confirm their

Willingness to complete an additional few statistical questions by FAX, to be returned

* - - - -
ings

Within a week. Respondents were promised an executive summary of the research finding

:
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in thanks for their full participation. A series of follow-up letters and telephone calls were

used to encourage the return of late FAXed questionnaires; in some instances, the researcher

recorded the data during a follow-up telephone call to the respondent or a designee, using

the questions as stated on the FAXed instrument as an interview outline.

Telephone survey techniques have been successfully tested and used since 1976 by

Institute for Health and Aging investigators (Estes and Associates, 1993; Harrington and

Grant, 1990; Estes and Associates, 1988). Researchers (Wright, 1979; Dillman, 1978) have

found that “survey costs can be cut substantially, and equally valid and reliable information ***
**

can be obtained by telephone as opposed to face-to-face interviews”. Telephone surveys are ■ ".

advantageous because 1) they may allow data collection time to be compressed (compared º*
to personal interview or mail questionnaire); 2) they are easier to administer than personal º: Y.)
interviews; 3) response rates are better (compared to mail, and in Some cases, personal

- ºgº

interview) 4) they potentially improve quality control through centralized data collection
º *

process (compared to mail questionnaire or personal interview) (Fowler, 1988; Lavrakas, { "...º.)
1987; Frey, 1983). Telephone surveys have been shown to be superior in administering ( )
open-ended questions and in asking sensitive questions and probing for clear responses

(Swan, Estes et al., 1982; Newcomer, Estes et al., 1981). The major disadvantage of

telephone survey is questionnaire constraints, such as lack of visual aids, that limit the use

of complex questions. Based on prior studies and the nature of the questions to be asked, it

was determined that these limitations would not be detrimental to attaining Study objectives.
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VALIDATION

Several steps were taken to validate the questionnaire. In order to assure that the

research questionnaire had face and content validity, it was reviewed by several home care

experts working outside the sample area, and subsequently modified on the basis of their

critiques. Special attention was given to developing mutually exclusive categories for those

questions which required the respondent to specify a single answer; again, the home care

expert reviewers' assistance was enlisted in this task. The interview schedule was pilot

tested with home care executives who would not be included in the final sample, and then

revised further.

After the data were collected, the internal validity of key data was checked by

comparing certain answers given during the interview with Some items returned on the

Statistical questionnaire FAX following the interview; these items included number and

types of managed care contracts, and verification that revenue types reported in the

interview were reflected in the payer mix data returned on the FAX. The names of their

three largest managed care contractors provided by HHAs were verified using a directory of

HMOs (Hamer et al., 1995). Subsequent data review included checking to make sure that

the types of reimbursement HHAs stated they received were reflected in their later

Summaries of percent of revenue received for different reimbursement types. Also, the

amount of revenue reported received from managed care was compared with the

percentages of revenue from managed care sources to validate the answers; if managed care

revenue was unknown, an estimated percent of revenue from managed care was calculated
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by summing the percents of managed care revenue sources, and multiplying this percent

times the agency's estimated total budget. Medicaid managed care reimbursement was

subdivided into capitated and non-capitated sources based on notes from interviews. For all

of these areas, follow-up telephone calls were made when necessary to clarify information

and assumptions.

Rater reliability on open-ended questions was not a problem since one researcher

conducted all interviews. Furthermore, definitions for specific terms and concepts were

delineated in advance to aid in assuring consistency in recording responses. Data requested

on the FAX questionnaire was statistical and straightforward; the few seeming

inconsistencies were clarified by a follow-up telephone call to the respondents by the

researcher. In several instances, respondents were unable to report the number of visits

their HHA had made in 1994, and the researcher contacted the relevant HHA licensing

authority in the appropriate state to get this information.

Although they were all able to provide information on total patients and visits made,

a number of agencies had difficulty breaking out their total patients served and total visits

by reimbursement category. Apparently, many agencies simply do not keep this type of

data separate at present, and their computer systems are unable to generate these data. To

remedy this problem, the researcher used the answers agencies supplied on the percent of

clients served by payer source to calculate a percent of the grand total they had supplied for

each payment type. This formula was used consistently, and verified by agencies as

providing a close estimate of the probable actual numbers. Follow-up telephone calls were

made to clarify any inconsistencies that were identified.

s
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DATA COLLECTION ISSUES

Two strategies were undertaken to minimize measurement error. The sampling

procedures previously described were selected to maximize external validity by ensuring

the representativeness of the sample, and thereby produce data which theoretically can be

generalized beyond the specific sample of study respondents to the population from which

the sample was drawn. When possible, statistical methods were used to test for differences.

Several issues arose as potential threats to the statistical analyses for this study. In

order to be feasible as dissertation research, the sample size was necessarily limited, with

the final inclusion of 52 HHAs. To compensate for the small size, and in order to

strengthen the reliability of the information gathered by the study, one hundred percent of

the universe of HHAs in the sampling frame was targeted to participate. After dropping

those subjects who refused to participate and those who failed to complete both portions of

the survey instrument, the actual response rate for this study is 81.25 percent. This resulted

in a Smaller sample size than expected.

The sample was drawn from communities in which managed care represented 46

percent to 60 percent of the market in 1994. Therefore, it was expected that all subjects

Would have sizable managed care contracts, but as the findings indicate, this was not the

case; the sample unexpectedly included agencies that had no managed care contracts.

Human Subjects. This research study was approved by the Committee for Human

Research at the University of California, San Francisco and was carried out in compliance

with all applicable requirements.
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Interviews for primary data were conducted with top administrators in charge of

managed care at each agency. No patients were interviewed or studied, and no individual

patient information was requested. The primary data collected from home care organization

administrators largely involved Statistical and organizational information which was not

confidential. Some information requested was considered sensitive from a business

Standpoint by some subjects. To minimize subjects discomfort with this, all information is

reported in aggregate only, and Subjects had the option of choosing not to answer any

question they found problematic. No information was requested which placed any subject

at risk of criminal or civil liability or could be damaging to the individual’s financial

Standing or employability. No information dealing with personal behavior or personal

characteristics was requested. Individual subject privacy has been maintained at all times.

The only personal identifier used was a study ID number assigned to each agency, and

violation of privacy risks were therefore minimal for this study.

METHOD OF ANALYSIS

Quantitative descriptive and statistical analyses, and qualitative analyses were used

to tabulate and understand the data. Descriptive information was prepared concerning the

Current efforts of home care organizations to respond to managed care. Descriptive

Statistics, including means and standard deviations, were generated for each variable in the

categories described above. Data on the nature, goals and number of partnerships with

other health care organizations were quantified. Qualitative and quantitative data were

S

147



gathered concerning the efforts of home care organizations to contribute to cost effective

outcomes of care. Quantitative and qualitative information were collected concerning data

and contract management information systems. Descriptive data were gathered on the types

of prevention and early intervention services home care organizations currently offered or

planned to introduce within the next two years.

Univariate analysis was used to examine and report on most of the variables.

Structured variables used in the survey instrument included nominal, interval and ordinal

variables. For nominal variables, mode, percentages and marginals were examined. For

interval data, measures of central tendency (median, mode and mean) were taken, and

marginals and/or percentages for descriptive purposes were reported when useful. In

addition, measures of dispersion (range and/or standard deviation) were analyzed and

reported when useful.

Because of the small size of the sample, it was possible to perform bivariate

analyses only on a limited number of variables. In most instances, only two or three

Subgroups within a variable were defined in response to the Small sample size. In order to

determine which statistics to apply, measures of skewness and kurtosis were used to

examine the normalcy of distribution of answers. Chi-square and simple correlations were

used to summarize findings where appropriate. If the distribution was normal, chi-square

was used as a measure of significance for the nominal measures in the survey instrument.

Whenever possible for 2 x 2 crosstabs, association levels were reported using the Fisher's

Exact Test (Fisher, 1935) which is found to be uniformly more powerful and unbiased in

Small samples (Agresti, 1990; Koehler and Lawrntz, 1980). Statistical Package for the

S

:

148



Social Sciences (SPSS) for the PC is the software which was used to perform all statistical

analyses.

Qualitative analysis techniques were used to find and categorize common threads

among open ended answers. The process used was to paraphrase or quote comments made

during telephone interviews and later enter these narrative responses into an Excel

Spreadsheet. In the analysis phase, these answers were compared and grouped into

categories designed to highlight commonalities; for some variables, responses or response

types were counted for relative frequency. Examples of variables analyzed in this way

include answers describing current and planned health education and early intervention

Services, eligibility differences between managed care and non-managed care patients,

descriptions of services added or eliminated in the past 12 months because of managed care,

the top three steps HHAs were pursuing to respond to managed care, and the two most

important impacts of managed care on agencies, staff and clients.

Data on partnerships. In an open-ended question, respondents were asked to list all

of the types of organizations with which their agency had concrete plans to develop

partnerships in the next 12 to 24 months. Up to six partners were listed by some

respondents, so six separate new partnership variables were created. An organization type

code was created and answers were categorized using these codes; planned partnerships

with any organization type were only coded once, across the six variables (e.g., if the

respondent mentioned planned partnerships with two different hospital systems, hospital

System was only recorded once as a planned partnership). Data reported in Chapter 4

** \
*

º
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include a count of number of times a partnership with a particular type of organization was

mentioned, and the percent this represents from total respondents.

Services to managed care patients. Since 46 HHAs answered they provided the

same Services to managed care patients, but this is not possible in some instances (e.g. when

only 31 agencies offered mental health services and 16 offered hospice), the following

calculation was made:

Number of HHAs reporting services offered to non-managed care clients - no. of

HHAs reporting they did not offer these services to managed care patients (RNMC,

LVNMC, etc, value 0) = no. of HHAs providing services to managed care clients.

Discounted fee-for-service: In providing a breakdown of client utilization

information on the FAX questionnaire, respondents were asked to include statistics relating

to services provided under discounted fee-for-service with fee-for-service/indemnity

information. Subsequently during data analysis, it was determined that discounted fee-for

service would more appropriately be considered as non-capitated managed care for

analytical purposes. To estimate how much of their fee-for-service column was for

discounted fee-for-service, the variable MCREVENU was divided by the variable

BUDGET to get an estimate of percent of budget from managed care. This information was

then broken out to calculate a percent of discounted fee-for-service which wº subtracted

from the fee-for-service revenue category and added into the non-capitated managed care

category.
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SUMMARY

This chapter has discussed the aim, research questions and hypotheses for the study,

as well as the sample Selection and data analysis processes; these have been linked to

certain conceptual and theoretical issues. Description of specific data limitations and means

of resolving methodological problems were presented.

The next chapter details the descriptive quantitative and qualitative findings of the

analyses just described. Presented are the experiences of the 52 HHAs in the sample who

were in the process of making the transition from fee-for-service to managed care.

a 2
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CHAPTER 4: FINDINGS

This chapter presents results of the study using descriptive statistics and qualitative

analysis techniques. The chapter has been divided into four basic subject areas: financial

issues, agency characteristics and structure, Services and utilization, and management and

operations.

FINANCIAL ISSUES

Contracts

Respondents were asked whether their agencies had any managed care contracts. It

was anticipated that most respondents would have one or more managed care contracts

because of market pressures resulting from operating in highly HMO-penetrated markets.

The data show that the vast majority, 88.5 percent (46 agencies) had contracts while 11.5

percent (6 agencies) did not have any managed care contracts, these figures are summarized

in Table 4.1.

TABLE 4.1: AGENCIES REPORTING MANAGED CARE CONTRACTS

Contract Status n °/o

No Contracts 6 \ \.5

Have Contracts." 46 $8.5
Total 52 \ 00.0

"Have Capitated &/or Non-Capitated Managed Care Contracts.

*** .

º
grº ºf

e-ye’
gº

assº
º

*

****

sº *Y
*** *

sº

!-- ■ º
wº assº

guage º

!-- !---
C.

**

Cº--
as ºw ~,

- -, -º-º-* *
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With the exception of one agency, respondents received reimbursement from more

than one source. Agencies reimbursement mix is summarized in Table 4.2 below. The

vast majority (96.2%) received fee-for-service reimbursement and most of these agencies

(86.5%) also earned revenue from managed care sources. Almost two-thirds of the sample

(63.5%) had a reimbursement mix offee-for-service and non-capitated managed care

Sources. Only two responding agencies (3.8%) reported managed care contracts as their

only source of revenue; these were HMO-owned HHAs.

***

º

TABLE 4.2: HHAS’ UNDUPLICATED REIMBURSEMENT MIX:FEE-FOR-SERVICE, CAPITATED MANAGED ■ . r:
CARE AND NON-CAPITATED MANAGED CARE arºº

Reimbursement Type - Unduplicated n % !. Yº:
Fee-for-service Only - No Managed Care 6 11.5 ** (T)Capitated Managed Care Only 1 1.9 !---
Fee-for-Service & Capitated Managed Care Contracts 2 3.8 *** *
Fee-for-service & Non-Capitated Managed Care Contracts 33 63.5 gºº

Capitated & Non-Capitated Managed Care Contracts Only 1 1.9

Fee-for-service & Capitated & Non-Capitated Managed Care Contracts 9. 17.3 !-- !---
Total 52 100.0 ("..")

sºº
-----,
* - - -->

No agencies reported having non-capitated managed care contracts only.

Two types of managed care contracts, capitated and non-capitated, were the focus of

inquiry; results are summarized in Table 4.3. Just over 10 percent (11.5%) of respondents

had no managed care contracts. Of the 46 respondents who reported having managed care

contracts, non-capitated managed care contracts were the most prevalent type, reported by

43 agencies (93.5%). Almost a quarter (23.9%) of the respondents reported receiving both

capitated and non-capitated managed care contracts. In only three instances (6.5%) did
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respondents report that capitated contracts were the sole type of managed care contract they

received.

TABLE 4.3: HHA’S TYPES OF MANAGED CARE CONTRACTS

Contract Types n %
No Managed Care Contracts 6 11.5
Capitated Managed Care Contracts Only 3 5.8
Non-Capitated Managed Care Contracts Only 33 63.5
Both Capitated and Non-Capitated Managed Care Contracts 10 19.2
Total 52 100.

Subsequent questions concerning number of managed care contracts and planned º:-
- - - º *** **

partnerships were only asked of the 46 respondents who reported their agencies had |--|--
º *:::

contracts, so many findings in this chapter are reported only for this group. **
º

Some Medicare-certified agencies choose to establish separate entities that ***)
**
pºst ***

exclusively provide managed care services (Ellis-Sullivan, 1995). Therefore, an effort was
ºwn assº

made to determine the location of all managed care business conducted by respondents. Of ! lº sº

the 46 HHAs which had managed care contracts, all but one (97.8%) operated the managed ■ º sº o

care business within their Medicare-certified agencies (Table not shown). Slightly more ‘… 2
than a fifth (21.5%), or 11, respondents reported that managed care business was * - sº

additionally conducted by other entities, of these, 7 were HMOs which operated managed

care throughout the organization, and 4 were home care agencies with additional managed

care businesses within related entities such as hospices and specialty nursing services.

Agencies were asked how many managed care contracts they had, defined as

contracts with HMOs, IPAs and PPOs. Their responses, reported in groups, are

Summarized in Chart 4.1 below.

*
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~m-
- - - - - - - - - - - - -

CHART 4.1: NUMBER OF MANAGED CARE CONTRACTS

Number of Managed Care Contracts
n = 46

As shown in Chart 4.1, about a fifth (19.6%) of respondents reported having only

one contract. Almost 70 percent had between one and five contracts. Almost ninety

percent (89.1%) of HHAs had no more than ten contracts, although the number of contracts

reported ranged from 1 to 150. The median number of contracts was 3 and the mean

number of contracts was 9.96 with a standard deviation of 24.1; this is because one hospital

based HHA respondent serviced 150 contracts made by the hospital, and several other

HHAS had multiple contracts with IPAs and PPOs.

Medicare managed care approaches have included both cost- and risk-contracts.

Table 44 summarizes for each state the number of HMOs, number of HMOs with Medicare

risk contracts, and the number of contracts respondents reported with HMOs with Medicare

risk and Medicare cost contracts. As was discussed in Chapter 3, Medicare beneficiary

**
**
*

fºr:
tº:

■ .r.
"I■ ºl
*****

º

!---
(...)
(...)
---,
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enrollment in HMOs with Medicare risk contracts was relatively low in the states included

in this study.

TABLE 4.4: NUMBER OF HMOS, NUMBER OF HMOS WITH MEDICARE RISKCONTRACTS AND NUMBER OF
HHAS IN SAMPLE WITH HMO MEDICARE RISK AND MEDICARE COST CONTRACTS, BY STATE

Number of Number of HHAs Number of HHAs

HMOs with a in Sample in in Sample in 1995
Medicare 1995-96 with 96 with Contracts

Number Risk Contracts with with Medicare
of HMOS Contract in Medicare Risk- Cost-Contract

State in 1994” 1994” Contract HMOs HMOS
California 36 32 2 8

Oregon 7. 9° 4 4
New Mexico 6 4 5 6
Illinois 27 3 0 1
New York 33 9 3 7
Iowa 3 () () 2

Wisconsin 27 () 0 4.
Totals 469 57 14 32
'Data as of the end of the year
"Data as of December
Data as reported by HCFA and GHAA in source cited in “d” below.
Source: Government Accounting Office, 1996, Appendix IV, pp. 37-38.

Therefore, it was expected that the majority of respondents would have contracts with

HMOS with Medicare cost contracts.

Respondents were asked whether the majority of their contracts were with HMOs

that had risk or cost contracts. Cost contracts were the most prevalent type of arrangement

for HMOs with which HHAs were contracting. Almost 70 percent (69.6%) of HHAs

reported their contracts were with HMOS that had cost contracts (Table not shown). \n all

States but Oregon, respondents had more contracts with HMOs with Medicare cost contracts

than with HMOs with Medicare risk contracts; in Oregon there were an equal number of

*
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agencies reporting contracts with HMOs with Medicare risk and Medicare cost contracts.

Since California was the sample state with the most HMOs with Medicare risk contracts in

1994, we might have expected that HHA respondents from that state would report

proportionately more arrangements with HMOs with Medicare risk contracts than their

counterparts from other states in the study. In fact, the opposite was true; California

respondents reported the fewest of these arrangements proportionate to the other states. It is

likely that this is because the California HMOs with Medicare-risk contracts operate in

other SMSAs than those included in the sample. ---
gº

tºº
r:Because of their market locations, it was anticipated that the majority of respondents |--|--

assº tº
f** i■ .

would have received their first managed care contracts 2 or more years ago; this appears to ■ -yº”was nº
asse, ■ º

be the case. On average, agencies received their first managed care contracts 5.6 years ago; !-- f
rease sº

the median number of years since receiving a contract was 4. One agency had received its gº ~!

first contract only in the past six months, while another agency received its first contract 30 |--|--
- - - - -

**
years ago. However, more than 60 percent (63.1%) had received their first contracts within **

* J
* * *

the past five years, and about 96 percent of respondents had received their first contracts 10 a wº -->
---------

years ago or less. The number of years since agencies received their first managed care

Contracts is Summarized in Table 4.5 below.

TABLE 4.5: YEARS SINCE HHAS RECEIVED FIRST MANAGED CARE CONTRACT

Number of Years n %

<2 4 8.7
2-3 16 34.8
3.1-5 9 19.6
5.1-10 15 32.6
>10 2 4.3
Total 46 100.
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Current Partnerships

In recent years, health care market pressures have pushed many home health

agencies to offer a broader range of Services. Horizontal and vertical restructuring have

been frequent responses to these pressures, and formal and informal contractual

arrangements have also been established to extend agencies' service options, as well as

Sequester market share. Contracting with managed care and other organizations may be

viewed as leveling or smoothing strategies (Scott, 1981b) that reduce economic fluctuation

for HHAs operating in an uncertain environment. Formal contracts often guarantee income

or referrals. For example, capitated managed care contracts provide a per member per

month payment to the HHA, and preferred provider arrangements give the HHA a referral

advantage over their competitors. Informal contractual arrangements provide HHAs with a

competitive advantage, often by pre-establishing mechanisms for handling referrals or other

inter-organizational efforts, thereby easing effort and administrative work involved in

receiving referrals and other business transactions between the informal partners.

In order to understand the extent to which responding agencies had established

contractual arrangements, respondents were asked about the number of contractual (that is,

transfer agreement, management contract, joint venture) and informal (non-contractual

arrangements) they currently had with a wide array of provider types. Their responses are

Summarized in Table 4.6 below.
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TABLE 4.6: AVERAGENUMBER OF FORMAL AND INFORMAL CONTRACTS HHAS HAVE WITH MANAGED
CARE AND OTHER PROVIDER ORGANIZATIONS

n=52

Number of Mean
HHAs with Total

Any Number of Mean
Contracts or Contracts Mean Number of

Type of Informal U’ercent (Formal Number of Informal
Organization Arrange- with and Formal Arrange

ments Contracts Informal) Contracts ments
Managed Care n %
Organizations
HMOS 39 75.0 3.0 2.7 .4
PPOs 25 48.1 5.2 5.2 .5

IPAS 15 28. .5 .5 .0
Subtotal 79

-
8.7 8.4 .9

Other Provider
Organizations
home infusion 36 69.2 1.7 1.5 .4
companies
other home care 31 59.6 2.1 1.5 .4
organizations
DME/HME 27 51.9 2.0 1.8 .3
companies
nursing homes 23 44.2 3.3 2.8 .5
other organizations 20 2.4 2.3 .2
hospitals 19 36.5 2.1 1.3 .5
physicians groups 13 25.0 1.7 .9 .9
Outpatient clinics | 1 21.1 .7 .3 .4

Subtotal 180 - 16.0 12.4 3.6
Total 259

-
24.7 20.8 4.5

As shown in Table 4.6, respondents reported a total of 259 formal contracts and

informal arrangements with both managed care and other provider organizations; managed

care represented about 30 percent of these arrangements. Of the 46 HHAs that had

managed care contracts, 75 percent had contracts with HMOs and the remainder had

- - - - -
ill becontracts with PPOs and IPAs contracts with these managed care organization types wil

* - - - - - … - -
rted

described in greater depth below. Contracts with home infusion companies were reP9
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- - - - - - - - - --

nearly as frequently (69.2%); most HHAS preferred to contract for these services because

licensing and other expenses make it very costly to operate a full home infusion service

which includes operating a pharmacy. Similarly, just over half of the sample (51.9%) had

contracts with durable medical equipment (DME) companies; because of the complications

of billing for these services under Medicare (Rappaport, 1993), many agencies preferred to

contract for DME rather than provide these services themselves. Almost 45 percent of

respondents reported having contracts with nursing homes.

HMOs, PPOs and IPAs are the three types of managed care organizations with

which HHAs may have contracts; a summary of the numbers of contracts HHAS have with

each is provided in Tables 4.7, 4.8 and 4.9 below.

Of these types, formal contracts with HMOs were the most prevalent. As shown in

Table 4.7, almost two-thirds (64%) of all respondents report having between 1-5 managed

care contracts with HMOs, with a mean of 2.7 contracts. Just under 1 in ten (9.6%) had six

or more formal contracts with HMOs; the maximum number of formal contracts reported

with HMOs was 30.

TABLE 4.7: TOTAL HMO FORMAL CONTRACTS

Number of In %
HMO
Contracts
() 14 26.9
1–5 33 63.5
6 or more 5 9.6
Total 52 100.0
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Just over one third (36.6%) of HHAS had formal contracts with PPOs, as indicated

in Table 4.8. Although fewer HHAS had formal contracts with PPOs than with HMOs, the

mean number of formal contracts with PPOs was higher, 5.2 contracts, than for any other

managed care organization type. The median number of formal contracts was 0, but the

range extended from none to one agency that had 143 PPO formal contracts.

TABLE 4.8: NUMBER OF PPO FORMAL CONTRACTS

Number of In %
PPO Contracts

() 27 51.9
1-5 19 36.6
6 or more 6 11.5
Total 52 100.0

HHAs had the fewest formal contracts with IPAs, as seen in Table 4.9. Almost

three quarters (73.1%) of respondents reported their agencies had no formal contracts with

this type of managed care organization. The mean number of formal contracts was 5, and

the maximum number of formal contracts with IPAs was 4.

TABLE 4.9: NUMBER OF IPA FORMAL CONTRACTS

Number of n %
IPA Contracts
() 38 73.1
1 8 15.4
2 or more 6 11.5
Total 52 100.0

e-ºf
* r.
ºr ºf

†)
** *

gº ºf
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º º**
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The mix of formal and informal managed care arrangements HHAs had with

managed care organizations (MCOs) was analyzed, and is summarized in Table 4.10.

Home health agencies most frequently had managed care arrangements with both HMOs

and IPAs (26.9%). About a fifth of all agencies had arrangements with either HMOs and

PPOs, or with HMOs, PPOs and IPAs. Surprisingly, a quarter (25%) of the sample of 52

agencies had no arrangements with any of these types of managed care organizations;

however, 13.5 percent had other managed care arrangements such as participation in

Medicaid managed care programs. : :*-
****
---

TABLE 4.10: Mix OF MANAGED CARE ORGANIZATIONS (MCOS) WITH WHOM HHAS HAVE MANAGED º - 3.
CARE CONTRACTS AND/OR INFORMAL ARRANGEMENTS saw assº"

**)Cl
Managed Care Type In % ---
HMO & IPA 14 26.9 -
No Contracts with MCOS 13 25.0 gºaº tº

HMO & PPO 11 21.2 º
HMO & PPO & IPA 1() 19.2 -- 1
PPO Only 3 5.8 ...,'
PPO & IPA l 1.9 sº P
Total 52 100.0 unºu agrº--->

****

Planned New Partnerships

The health care delivery system increasingly is restructuring and forging new

partnerships to create integrated health care systems which facilitate “one-stop shopping

- - - - - -
hi Sfor home care and more seamlessly link services in a continuum of * New partnership

may also help to commit greater market share to members of the partnerships.
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Two thirds (67.3%) of home health agencies planned new partnerships in the next

12-24 months; reports of planned partnerships are summarized in Table 4.11. About one

fifth (19.2%) of HHAs had concrete plans to forge at least one partnership, and more than a

quarter (26.9%) planned two partnerships within the next 12-24 months. The average

number of partnerships planned was 1.5.

TABLE 4.11: NUMBER OF NEW PARTNERShips PLANNED BY HHAS IN THENEXT 12–24 MONTHS

Number of New Cº
Partnerships Planned ! i. 2- ye’0 |

-
** *

1 10 19.2 ez-1.
2 14 26.9 *** *
3 6 11.5 2-Yr
4 () () •-y-

ºw ºn
-

5 3 5.8 as sº

6 l 1.9 gnº gº
Total 52 100.0

º !---
- - - -

*…)
Since the market environment is assumed to demand partnering with others, it is :* J

interesting that one third of the agencies reported they had no plans to develop new sº sº -->
partnerships (Table above). In trying to explain this, the data were analyzed to test the

hypothesis that agencies that had no managed care contracts would be more likely to be

planning to develop partnerships than HHAs that already had managed care contracts. Of

the six HHAs that reported having no managed care contracts, half (50%) planned"
6%) ofdevelop partnerships in the coming 1-2 years (Table not shown). About a third (32.

ins in this timethe agencies that had managed care contracts had no plans for new partnerships""
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period (n=15). Unfortunately, because of the small number of HHAs without managed care

contracts, significance tests for this bivariate analysis were not valid.

Respondents were asked, “With what other types of organizations do you have a

concrete plan to develop partnerships in the next 12 to 24 months?” Responses are

summarized in Table 4.12.

TABLE 4.12: PARTNERSHIP TYPES PLANNED BY HHAS IN THE NEXT 12–24 MONTHS

Organizational Type of HHAs’ Planned Partners n=34 %” --> --
Hospitals/Hospital-based networks/Health systems 16 47.0 2- *Other home care organizations" 16 47.0 -- 1
HMOS/Managed care organizations 13 38.2 º: i■ .
Physician groups; PHOs: Clinics 10 29.4 ****
Residential care and assisted living facilities 6 17.6 ea º

Other community-based senior care agencies 5 14.7 º: ■ º
Other 5 14.7 ----
Nursing homes and subacute facilities 5 14.7 -a-Home care network or coalition 3. 8.8

Total 79 !---
"Respondents were asked to list all new planned partnerships, so total exceeds 100%.

- -

--
Includes all types of home care organizations, including home infusion and durable medical equipment --

** o
companies. * )

-- ºr

As shown in Table 4.12, nearly half of the respondents considering developing new º

partnerships planned to do so either with hospitals and health systems or with other”

care organizations (47% each); other home care organizations included durable medical

equipment and home infusion companies which were previously identified (in Table 4.6) as

two of the most popular types of partners for agencies in the sample. Hospitals and health
- - - -

alssystems are natural partnership targets since these partnerships result in dedicated referr
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to partnering HHAs, HMOs were planned partners for another 38 percent of respondents,

most likely for the same reason.

The organizational types HHAs cited as future potential partners (Table 4.12) make

sense given the goals HHAs identified for creating new partnerships, described below.

Respondents were queried about their HHAs specific goals for establishing partnerships,

shown in Table 4.13. Organizations operating rationally seek to seal off their core

technologies - those inputs, processes and resources that are essential to their operations -

from environmental influences (Thompson, 1967). The extent to which HHAs have access

to resources that are available in their environments is a dimension that affects their

dependence on their environments (Scott, 1981b). Therefore, it was expected that HHAs

would identify partnership goals that would stabilize the environment or add predictability

to the HHAs internal operations. Maintaining or expanding market share appears to be the

overriding aim of these respondents. The most frequently cited reasons for these alliances

was to remain competitive with other providers (61.5%), followed by a goal of increasing

referrals (57.7%) and expanding service offerings (51.9%). It appears that agencies may be

less focused on using partnerships to reshape their reimbursement sources.

TABLE 4.13: HHAS’ GOALS FOR PLANNED PARTNERSHIPS

Goals for Planned Partnerships In %

Remain competitive with other providers 32 61.5
Increase referrals 30 57.7

Expand service offerings 27 51.9
Position the agency for managed care contracts 24 46.2
Cut costs by providing care in the least intensive care setting 24 46.2
Pursuing all of the above goals 19 36.5

1.65



About half (46.2%) of all 52 respondents sought to position their agencies for managed care

contracts by forging new partnerships or aimed to cut costs by providing care in the least

care-intensive setting by entering into partnerships with other organizations. Slightly more

than one third of respondents (36.5%) gave all of these as reasons for forging new

partnerships.

Budget

*****
Agencies were asked about their total budget for the past year. Budget size ranged º *º

gº º

from under $200,000 to more than $20,000,000. One quarter of the HHAs had budgets of ** 1.
* * *

$1,000,000 or under. Forty-six percent (46.1%) of the budgets were between $1,000,000 : Y
***

and $5,000,000, and almost thirty percent (28.9%) were more than $5,000,000. Results are -- 2
Summarized in Table 4.14 below. tº at

---
a tº

º

TABLE 4.14: HHAS’ BUDGET SIZE :* 2
Budget Size n % ºf sº

-->
Under $500,000 5 9.6 re, * ****

$500,001 - $1,000,000 8 15.4
$1,000.001-2,000,000 7 13.5
$2,000.001 - 5,000,000 17 32.7
$5,000,001 - $10,000,000 8 15.4
$10,000,001 - over $20,000,000 7 13.5
Total 52 100.0
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Reimbursement Mix

Home health agencies usually rely upon a mixture of reimbursement sources for

their total budget (Rappaport and Wood, 1989). Agencies were asked which types of

reimbursement they received for their business overall, and which of these were received

specifically for their managed care business. Capitated reimbursement was defined as a

prepaid, per-person per month payment, inclusive of all home care services specified in the

benefit; this is typical for HMO clients. Performance-based reimbursement was defined as

a base payment with a bonus received upon completion of specific client outcomes. Per

diem reimbursement was defined as a flat reimbursement rate for all services provided each

day; this is the type of reimbursement Medicare-certified hospices receive for their

Medicare clients. Discounted fee-for-service reimbursement was defined as a discounted

rate negotiated with a payer, paid for each Service delivered. It should be noted that while

discounted fee-for-service contracts are not capitated, they do require HHAs to accept

payment for services at a reduced rate than that received for fee-for-service clients; HHAs

must deliver services within the contracted rate, or they lose money. Straight fee-for

Service reimbursement was defined as payment at the agency’s regular rates for each

Service; Medicare fee-for-service (non-managed care ) reimbursement was included in this

Category of payment.

The types of reimbursement HHAs received for all care they provided, and for

managed care, are summarized below.

º !-

***

º
D

* * *

tºº º **)
º

tº as --- -

*

167



TABLE 4.15: TYPES OF REIMBURSEMENT RECEIVED FOR ANY CARE AND MANAGED CARE

Total HHAs “ HHAs Receiving ManagedReimbursement Types
n=52 Care Reimbursement"

n=46

n % In %

Capitated 13 26.9 13 25.0
Performance-based 2 3.8 1 2.1
Per Diem 29 55.8 14 30.4

Per Episode 7 13.5 3 6.5
Discounted Fee-for-service 43 82.7 31 67.3

Straight Fee-for-service 45 86.5 13 28.3
HHAs report receiving multiple types of reimbursement, so totals exceed n=52 and 100%.
* Data reported in response to the question, “Which of the following types of reimbursement does your
organization receive?

º

b Data reported in response to the question, “Which of those same types of reimbursement does your ... ;--
organization receive for your managed care business?” ** * *

º 1
:::■ .

As Table 4.15 illustrates, for all home health agencies, the most common types of ****
º !-

reimbursement received were straight fee-for-Service (86.5%) and discounted fee-for- º ■
as assº

Service (82.7%). Over half of the respondents (55.8%) also received per diem º !
º

reimbursement. Only a few agencies were receiving performance-based reimbursement for
war, Hºrsº

Some of their clients. agº 22
a■ :

_2
For agencies doing managed care business, the number of reimbursement sources :º

was generally smaller. As might be anticipated, agencies received more discounted fee-for

Service than any other type of reimbursement for their managed care business. By far, the

most common reimbursement type for managed care was discounted fee-for-service (FFS),

With more than two thirds of respondents (67.3%) reporting this source: the bulk of non

capitated managed care reported by HHAs is reimbursed in this manner. Per diem

reimbursement was received by nearly a third of the HHAs (30.4%), and exceeded straight
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fee-for-service (28.3%) and capitated reimbursement (25%) as reimbursement sources for

agencies receiving managed care reimbursement.

Respondents were asked what percent of their revenue was derived from specific

payer types during the past year. Their responses are summarized in Table 4.16 below.

TABLE 4.16: AGENCIES” AVERAGE REVENUE FROM VARIOUS PAYERS, AS A PERCENT OF BUDGET
n=52

Had Revenue Mean Standard
From This Percent Deviation"

Revenue Source Source Revenue

n % %

Medicare Fee-for-service 48 92.3 56.6 31.5
Medicare HMO, Cost-Based 12 23.1 4.7 13.5
Medicare HMO, Risk-Based 7 13.5 3.8 16.7
Medicaid Fee-for-service 44 84.6 15.1 20.4
Medicaid Managed Care 15 28.8 2.4 12.0

Capitated 4 (7.6) (6.5) 22.6
Non-Capitated 11 (21.2) (.7) 2.9

Out of Pocket 30 57.7 3.2 6.8
Private Indemnity Insurance 37 71.2 5.2 6.3
Private Capitated Managed Care 6 | 1.5 1.0 3.9
Private Non-Capitated Managed Care 32 61.5 7.0 14.1
Charitable Contributions/Other Sources 4 7.6 1.0 4.4

100.0Total

Considerable variation in reimbursement mix was reported, and is reflected in Table 4.16

above. Traditional Medicare fee-for-service revenues supplied more than half of agencies'

budgets (56.6%), on average; the median figure was about 7 points higher. Managed care

revenues (Medicare Cost-Based, Medicare Risk-Based, Medicaid Managed Care and other

managed care sources) accounted for an average of 15 percent (14.9) of agencies total

budgets.

**
asº,, 2

Tr:
º

:::1****
gºt *
º ºg assº

** ,
º

º ■
sº gº

***
~!

wº I

:*
º

_2
ºf sº

~5
* * ****

169



Because wide variation in reimbursement mix was noted, further analysis was done

to evaluate differences on the basis of agency ownership type. The average revenue derived

from various sources is summarized by ownership type in Table 4.17 below.

TABLE 4.17: AVERAGE FEE-FOR-SERVICE, CAPITATED AND NON-CAPITATED REVENUE AS A PERCENT
BUDGET, BY AGENCY OWNERSHIP

HHAs’ Mean Revenue as a Percent of Budget,
Listed by Agency Ownership

Hospital Independent Chain/ Multi- HMO
based n=19 Franchise facility n=6

Revenue Type n=7 Owned System **

n=10 Owned ---
n=10 Tr:

% % % % % º
Fee-for-service" 88.3 94.2 76.7 81.8 33.3 -->
(n=6) Trº

** ,
ºCapitated Managed .7 1.3 8.5 2.4 35.8 gº sº

Care" as sº

(n=13) gº as tº

sº
C 11.0 4.5 14.8 15.8 30.9 ,-1-anaged Care * *

(n=33) *3
Total 100.0 100.0 1 ()0.0 1000 1000 º,
Includes Medicare Fee-for-service, Medicaid Fee-for-service, Out of Pocket, Private Insurance and

Chariable other Sources.
Includes Medicare Risk-Based HMO, Medicaid Capitated Managed Care and Private Managed Care

Sources.

includes Medicare Cost-Based HMO, Medicaid Non-Capitated Managed Care, and Private Non-Capitated
Managed Care Sources.

As shown in Table 4.17, fee-for-service Sources were the least important revenue

Source for HMO-owned home health agencies; these agencies relied most heavily on

capitated and non-capitated managed care sources. Independent HHAs relied most heavily
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on fee-for-service sources. Chain- and franchise-owned HHAs received a larger share of

their budget from capitated managed care revenue than did any other agency type,

excluding HMOs. Multi-facility systems (15.8%) and chain/franchise-owned HHAs

(14.8%) were very similar in their reliance upon non-capitated managed care sources;

independent home health agencies were notably lower in this category.

To test whether managed care reimbursement mix was affected by agency

ownership type, data were collapsed into two categories: hospital-based and independent

HHAs, and all others. It was hypothesized that HMOs, multi-facility and chain/franchise

owned agencies would be more likely to have capitated managed care reimbursement than

other agencies. Results are summarized in Table 4.18 about 42 percent of all HMOs, multi

facility and chain/franchise owned agencies, but only 14 percent of hospital-based and

independent agencies, had capitated managed care contracts. Eighty-six percent of the

hospital-based and independent agencies, and 58 percent of all other agencies had non

capitated managed care reimbursement. These are significant differences (X = 034, a s.05

level). However, when HMO-owned agencies are removed from the "all other ownership"

grouping, these differences are no longer significant (Table not shown).
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TABLE 4.18: TYPES OF MANAGED CARE REIMBURSEMENT RECEIVED, COMPARING HOSPITAL-BASED
AND INDEPENDENT HHAS WITH ALL OTHER OWNERSHIP TYPES

n=52

Hospital-based & All Other

MANAGED CARE Independent Ownership
REIMBURSEMENT TYPE HHAS Types"

n=26 n=26

n % n %
Capitated Managed Care" 3 13.6* 10 41.7%

Non-Capitated Managed Care 19 6.4% 14 58.3*

Total 26 100.0 26 100.0

"Includes Medicare fee-for-service, Medicaid, out of pocket, private indemnity insurance and other
ayers.

Capitated revenues from Medicare Risk-Based HMOs and Medicaid Capitated Managed Care;
may include agencies with capitated and non-capitated managed care, and fee-for-service
reimbursement sources.

* Non-capitated managed care includes Medicare Cost-Based HMOs, Medicaid Non-Capitated
Managed Care and other managed care, may include agencies with both non-capitated and fee-for
Service reimbursement.
"Includes chain/franchise, multi-facility system and HMO-owned agencies.
*X = 034, significant when a < 05.

Data were also analyzed to examine differences in revenue mix between agences

that had managed care contracts and those that did not.
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TABLE4.19: AGENCIES AVERAGE REVENUE FROM VARIOUS PAYERS, As A PERCENT OF BUDGET,
REPORTED FOR HHAS THAT HAVE AND DO NOT HAVE MANAGED CARE CONTRACTS

n=52

Do Not Have

Have Managed Care Managed Care
Contracts Contracts

n=46 n=6

Have Have
Revenue Percent Revenue Percent

from this Mean from this Mean
Revenue Source Source Revenue Source Revenue

n % n %
Medicare Fee-for-service 42 53.5 6 74.9
Medicare HMO, Cost-Based 46 5.5 () 0
Medicare HMO, Risk-Based 7 4.5 () 0
Medicaid Fee-for-service 39 14.4 5 20.8
Medicaid Managed Care 15 2.8 0 0

Capitated (4) (6.5) () ()
Non-Capitated (11) (.8) 0 0

Out of Pocket 28 3.6 2 .8

Private Indemnity Insurance 32 5.4 5 3.5
Private Capitated Managed Care 6 1.2 () ()
Private Non-Capitated Managed Care 32 7.9 () ()
Charitable Contributions/Other Sources 4 1.2 () 0
Total 100.0 100.0

As is shown in Table 4.19, HHAs that had managed care contracts drew on a much wider

variety of payer sources than did HHAs that had no managed care contracts. While

agencies with managed care contracts drew on up to ten sources of revenue, the Six agencies

that did not have managed care contracts relied upon up to a total of four sources of

revenue: Medicare Fee-for-service, Medicaid Fee-for-service, out of pocket revenues and

- - - - - - - -
urceSprivate indemnity insurance. There were differences in the percent of revenue these So

represented for each group, in particular, agencies with managed “” contracts depended

upon fee-for-service revenues considerably less (53.5%) thand" agencies that did not have
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managed care contracts (74.9%). These differences could not be tested for significance

because the number of agencies without managed care contracts was too small (n=6).

Client Coverage Reimbursement Mix

Most home health agencies have clients whose health care costs are covered by

different Sources. Managed care companies are known to minimize costs by paying

providers at rates typically below those they have traditionally received for their clients on

fee-for-service and indemnity basis (Brill, 1995). One goal was to understand the mix of

clients agencies serve on the basis of their payers, and to learn whether they received higher

rates for some clients than for others.

Table 4.20 below summarizes the average client reimbursement coverage mix for

home health agency respondents; mean data were calculated only for those agencies which

actually served each category of client.
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TABLE 4.20: AGENCIES” AVERAGE CLIENT MIX FROM VARIOUS PAYERSOURCES,
AS A PERCENT OF BUDGET

n=52

Number Mean Median Standard

Reporting Percent Percent Deviation
Payer of Client of Client

Client's Payer Source Source Caseload Caseload
In d % %

Medicare Fee-for-service 48 54.1 63.5 30.4

Medicare HMO, Cost-Based 12 5.3 13.3 22.4
Medicare HMO, Risk-Based 7 4.7 20.0 36.1
Medicaid Fee-for-service 44 15.2 7.5 20.8

Medicaid Managed Care 15 2.5 1.5 21.6
Capitated 4 (22.9)
Non-Capitated 11 (.8)

Out of Pocket 30 3.5 2.0 8.8

Private Insurance, Indemnity 37 5.4 4.0 6.4
Private Managed Care Clients 34” 8.3 3.1 12.1
Charitable Contributions/Other Sources 4 .9 9.7 11.2
Total 99.9

"Number reporting is less than 52 because not all agencies receive all types of reimbursement. Agencies
reported as many reimbursement types as they received.
"Four agencies had both private capitated and non-capitated managed care, so the sum of private capitated and
private non-capitated categories reflects this duplication.

Medicare fee-for-service clients are the single largest group, constituting 54.1 percent of the

average caseload. All fee-for-service clients combined represented an average of 79.1

percent of the caseload, with clients on managed care reimbursement, both capitated and

non-capitated, making up the remaining 20.9 percent. As may be calculated from Table

4.20, the figures reflect HHAs heavy dependence upon Medicare as a payer source.

Clients from all Medicare program types represented an average of almost 65 percent (64.1)

of agencies' caseloads; considering clients reimbursed under any Medicare program, 85

percent were on a traditional fee-for-service basis. Clients reimbursed by Medicare Cost

and Risk HMO payers combined totaled 10 percent of the agency's client mix.
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Another goal was to evaluate whether agencies were reimbursed at a higher rater for

Some clients than others, and by inference, to assess whether managed care clients were

actually bringing in proportionately less revenue when compared to fee-for-Service clients.

This comparison is made in Table 4.21 below. Here the mean percent of client caseload

was compared to the mean percent of revenue derived from each payer source; if the means

in the two columns are equal, this should mean that each client group brought in revenue

proportionate to its share of the caseload.

TABLE 4.21: MEAN PERCENT OF HEHA CLIENT CASELOAD COMPARED WITH MEAN PERCENT OF
REVENUE DERIVED FROM VARIOUS PAYER SOURCES

n=52

Number Mean Mean

Reporting Percent Percent
Payer of Client of

Client's Payer Source Source Caseload Revenue
n" % %

Medicare Fee-for-service 48 54.1 56.6

Medicare HMO, Cost-Based 12 5.3 4.7
Medicare HMO, Risk-Based 7 4.7 3.8
Medicaid Fee-for-service 44 15.2 15.1

Medicaid Managed Care 15 2.5 2.4
Capitated 4 (22.9) (6.5)
Non-Capitated 11 (.8) (.7)

Out of Pocket 30 3.5 3.2

Private Insurance, Indemnity 37 5.4 5.2
Private Managed Care Clients 34" 8.3 8.0
Charitable Contributions/Other Sources 4 .9 1.0
Total 99.9 100.0

Differences are not significant.
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The mean figures in the two columns are nearly comparable. (One exception seems to be

the Medicaid capitated rate, but some of these figures were estimated, based on information

supplied by the agencies, so may not be precise.) The fact that there are few differences

may more likely be a reflection on the quality of agency data collection and reporting

abilities than revealing of differences in the proportion of revenues different clients

contribute to agency budgets. HHAs had difficulty reporting the percent of clients different

payer Sources contributed to their total budgets, and some agencies had difficulty

calculating the percent of revenue they derived from various payer sources. When they did

not directly track this information, respondents frequently estimated the percent clients on

their caseload from a particular payer source from the percent revenue they knew the HHA

derived from that payer source, or vice versa. Therefore, while it would appear from the

Table above that clients from every payer source generate equivalent revenues for the

agency, this may not be a reliable conclusion. The issue of comparable rates from different

payers is important in terms of rate setting, particularly for Medicare and Medicaid

programs, and gaining accurate information about whether reimbursement rates

appropriately match the costs of serving various client groups is a remaining and necessary

challenge for policymakers.

Client payer mix was also analyzed to evaluate the extent to which different HHA

Ownership types depend upon clients from fee-for-Service, capitated managed care and non

capitated managed care payment categories. These differences are summarized in Table

4.22 below.
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TABLE 4.22: AVERAGE CLIENT MIX FROM FEE-FOR-SERVICE, CAPITATED AND NON-CAPITATED
MANAGED CARE SOURCES AS A PERCENT OF BUDGET, BY AGENCY OWNERSHIP

n=52

Hospital- Independent Chain/ Multi-facility HMO
based n=19 Franchise System - n=

Client Type =7 n=10 n=10
Fee-for-service" 88.4 94.2 76.7 81.8 33.3

Capitated .6 1.3 8.5 2.4 35.8
Managed Care b

Non-Capitated 11.0 4.5 14.8 15.8 30.9
Managed Care *

Total 100.0 100.0 100.0 100.0 100.0
"Includes Medicare fee-for-service, Medicaid, out of pocket, private indemnity insurance and other payers.
"Includes Medicare Risk-Based HMOs and Medicaid Capitated Managed Care.
* Includes Medicare Cost-Based HMOs, Medicaid Non-Capitated Managed Care and other managed care.

As would be expected and may be calculated from Table 4.22, HMO-owned HHAs

received a higher share of their client mix from capitated and non-capitated managed care

Sources combined, more than 65 percent as compared with a maximum of 23.3 percent

from these sources for any of the other ownership types. Independent agencies had the

fewest managed care clients of any ownership type.

As shown in Table 4.23, home health agencies owned by different auspices have

differing proportions offee-for-service, capitated and non-capitated managed care clients.
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TABLE 4.23: AVERAGE CLIENT MIX FROM FEE-FOR-SERVICE, CAPITATED AND NON-CAPITATED
MANAGED CARE SOURCES AS A PERCENT OF BUDGET, COMPARING HOSPITAL-BASED AND

INDEPENDENT HEHAS WITH ALL OTHER OWNERSHIP TYPES
=52

Mean for Hospital- Mean for All Other
Client Reimbursement based & HHA Ownership
Type Independent HHAs Types d

n=26 n=26
Fee-for-service" 91.5 66.9

Capitated Managed Care b 1.1 13.8

Non-Capitated Managed Care" 7.3 19.3

Total 100.0 100.0

"Includes Medicare fee-for-service, Medicaid, out of pocket, private indemnity insurance and other
ayers.
Includes Medicare Risk-Based HMOs and Medicaid Capitated Managed Care.

* Includes Medicare Cost-Based HMOs, Medicaid Non-Capitated Managed Care and other managed
Care.

"Includes chain franchise, multi-facility system and HMO-owned agencies.

While the majority of clients for all agency types are fee-for-service, over 90 percent of

hospital-based and independent HHAs revenues came from that Source; they received less

than 9 percent of their budget from managed care sources. In comparison, all other HHA

ownership types received only two-thirds of their revenues from fee-for-service clients;

capitated managed care represented about 14 percent and non-capitated managed care

represented about 19 percent of their budgets.
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Managed Care Business

Home health agencies have been warned that managed care contracts have narrow

margins and are financially risky; further, agencies have been cautioned against undertaking

managed care contracts at a loss in order to guarantee a future piece of the managed care pie

(California Association for Health Services at Home, 1996, 1995a;...home health line

1995a). Because HHAs were assumed to be largely new and inexperienced with managed

Care contracts (California Association for Health Services at Home, 1995a; home health

line 1995a) and accurately pricing their services, it was expected that the majority of HHAs

would state that their managed care contracts were unprofitable. Nearly 70 percent of the

46 respondents with managed care contracts stated that their managed care business was

profitable (Table not shown). Despite this objective report, many respondents volunteered

comments to the effect that their managed care contracts were profitable “barely” and “by

the skin of our teeth". Other agencies indicated that their managed care business was

currently unprofitable because their cost per visit was high due to low volume.

The data were further analyzed to explore whether differences in reported

profitability of managed care were related to experience (length of time) in the managed

care business. Because organizations are presumed to learn and perfect new strategies and

Operations over time, the hypothesis was that agencies that had more years of experience

Since their first managed care contract would report profitability from managed care more

often than those who were newer to managed care. Of the agencies reporting that managed

- - -

5Care was profitable, 63.6 percent had received their first managed care contracts less than

*:T-
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years ago, and 83.3 percent had received managed care contracts more than five years ago.

These differences were not significant, so the hypothesis was rejected (Table not shown).

This finding suggests that profitability in the managed care business does not seem to be

contingent on experience with managed care over time, but must be related to a number of

other factors. This would be a fertile area for further research.

Agencies’ revenues from managed care varied considerably, as might be expected

given their wide variation in numbers of managed care contracts. Data are summarized in

Table 4.24. Revenues from managed care ranged from none to $5,280,000 with a mean of

$724,908 and a median of $200,000; the standard deviation was $1,239,191. About a

quarter of the agencies earned less than $80,000 from managed care in the past year, half

earned $200,000 or less, and 85 percent earned $1,000,000 or less. It was interesting to find

that 4 percent of the agencies were unable to quantify how much revenue they had earned

from managed care in the past year. This probably indicates both the lack of sophistication

of management information and accounting systems in parts of the home care industry, as

well as the complexity of calculating care home care costs.

TABLE 4.24: ESTIMATED AMOUNT OF REVENUE HHAS RECEIVED FROM MANAGED CARE

Amount of Revenue Il %
$0-$80,000 1 | 23.9
$81,000 - $200,000 12 26.1
$201,000 - $600,000 10 21.7
$601,000 - $1,000,000 3 6.5
$1,000,001 - $2,000,000 3 6.5
$2,000,001 - $5,500,000 5 10.9
Unable to Estimate 2 4.3
Total 46 99.9
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Since many MCOs prefer to do business with larger organizations (Shortell et al,

1994; Brill, 1995), data were analyzed to ascertain whether larger agencies, as measured by

number of clients, would derive a greater percent of their budget from managed care

Sources than smaller agencies. Findings are summarized in Table 4.25.

TABLE 4.25: PERCENT BUDGET DERIVED FROM MANAGED CARE, BY AGENCY SIZE
n=41

HHA SIZE . *
PERCENT OF BUDGET Small HHA Large HHA * †sº

FROM MANAGED CARE (<900 clients) (>900 clients) :
In % n % :-

1 - 4% 4 23.5 8 38.1 n issº

5 - 15% 11 64.7 6 28.6 s
■ º

Over 15% 2 11.8 7 33.3 ...-
Total 19 100.0 22 100.0

Differences are not significant. a st

-1.
ºStatistical analysis revealed that HHA size was not related to the percent of budget

º2derived from managed care sources. Within categories of percent of budget received from

managed care, small agencies and large agencies received fairly comparable portions of

their budgets from managed care sources. The hypothesis that larger agencies would

receive a greater share of their budgets from managed care sources was rejected.

Remodeling Reimbursement Options: Risk Sharing
For managed care to be successful financially, it is important that clients receive

care at the most appropriate location and time. To support these objectives, some

2:
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organizations are entering into agreements sharing the risk for care among Several types of

health care providers. For example, a physicians group, hospital and home health agency

may have a joint contract which commits each to a share (equal or different) of the risk for

clients covered by the physicians group. Because such arrangements are quite new, it was

expected that a minority of HHAs would be participating in risk sharing agreements.

Organizations with managed care contracts were asked with which other providers,

if any, they share the risk for managed care. Results are summarized in Table 4.26. Almost

two thirds (63%) of HHAs did not share risk for managed care with any other providers.

Only about a third (37.0%) of the respondents shared financial risk for care provided under

managed care. The types of organizations with which these agencies primarily shared the

risk were HMOs and managed care organizations (26.0%), followed by hospitals and

integrated health care systems (10.9%).

TABLE 4.26: ORGANIZATIONS WITH WHOM HHAS WITH MANAGED CARE CONTRACTS SHARE RISK

Risk Sharing Organization n %
HMOS/Managed Care Organization 12 26.1
Hospitals/ Integrated Health Care System 5 10.9
No shared risk 29 63.0
Total 46 100.0

The amount of risk HHAs with managed care contracts shared with other providers

for care provided under managed care is summarized in Table 4.27. The mean amount of

risk borne by HHAs was 67 percent. Almost two-thirds (63.1%) of agencies bore all of the

risk involved in providing care. Of other agencies involved in risk-sharing agreements,

about 10 percent bore 50 or 60 percent of the risk. Surprisingly, almost 7 percent (n=3) of
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the HHA respondents did not know the amount of risk for which their organizations were

liable.

TABLE 4.27: AMOUNT OF FINANCIAL RISK HHAS HAVE FOR CARE PROVIDED UNDER MANAGED CARE

Amount of Risk HHA Has In %
1-1.5% 3 6.5
16-60% 5 10.9
100% 29 63.1

Don't Know 3. 6.5
Total 46 100.0

AGENCY CHARACTERISTICS AND STRUCTURE

Agency Characteristics

The study sample included 52 Medicare-certified home health agencies from the

eleven communities with the highest HMO market penetration in the nation. A summary of

key measures of agency organizational structure is presented in Table 4.28. The one public

agency in the sample was included with the nonprofit agencies to make a total of 53.8

percent of the sample nonprofit or public agencies; the remainder were proprietary agencies.

Participants were asked to identify their agencies’ primary and Secondary business,

defined as the largest and second largest volume of service provided. The majority, about

70 percent of the sample, identified their primary business as Medicare-certified HHAs

providing skilled nursing care. Hospices represented slightly more than 10 percent of the

Sample. About a quarter of respondents had no secondary business. Another 17 percent
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identified Medicare-certified skilled nursing as their second largest share of business; these

were agencies that had identified hospice, home infusion or private home care as their

primary businesses. Private home care and paraprofessional home care aide Services were

the secondary businesses of one quarter of the sample.

A spectrum of agency ownership types were included in the sample. Independent

agencies comprised more than a third (36.5%) of the sample, while hospital based agencies

and those owned by a health care system or multi-facility organizations (defined as

vertically integrated systems with a single owner) together represented another third of the

sample (32.7%). Just over a tenth (11.5%) of the sample HHAs were owned by HMOs.

• I

■ ºl
a ge assº

* ºf

..!-
,, .)
...)
º

185



TABLE 4.28: CATEGORICAL MEASURES OF HHAS’ ORGANIZATIONAL STRUCTURE
Total

In %
SAMPLE SIZE 52 100
Tax Status

Public l 1.9
Nonprofit 27 51.9
Proprietary 24 46.2

Total 52 100.0

Primary Business
Medicare-certified HHA 36 69.2
Private Home Care 4 7.7
Home Infusion Pharmacy 1 1.9

Home Care Paraprofessional 2 3.8 * *º-Hospice 6 11.5 ; :º

Medicaid Contract Provider 3 5.8 r:
Total 52 100.0 s

-1.
-

**...*
Secondary Business , Jasº

Medicare-certified HHA 9 17.4 º
■ º

Private Home Care 7 13.5 !---
Home Care Paraprofessional 6 11.5
Hospice 5 9.6 * as:

Home Medical Equipment 2 3.8
Medicaid Contract Provider 2 3.8 , -
Other 7 13.5 º /J
No Secondary Business 14 26.9 º

Total 52 100.0 : zº,
Type of Agency Ownership

- **

Hospital-Based 7 13.5
Independent Agencies 19 36.5
Corporate - Part of a Chain or 10 19.2
Franchise
Health System/Multi-facility 10 19.2
Owned by an HMO 6 11.5

Total 52 100.0

Agency Age
New (<5 years old) 10 19.2
Young (5.1-10 years old) 22 42.3
Established (over 10 years old) 20 38.5

Total 52 100.0
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The sample included agencies which had been in business for a wide range of years.

The youngest agency in the sample had been in business for 2.5 years, and the oldest was

established 115 years ago. About one fifth of the sample were new agencies which had

opened their doors five years ago or less. More than two fifths (42.3%) of the sample were

young agencies that had been in business for five to ten years. The remaining nearly two

fifths (38.5%) were established agencies which had served clients for more than 10 years.

The mean age of agencies in the sample was 20.4 years old.

Number and Types of Staff

Home health agencies typically use a mix of employees and contract workers to

provide care to their clients. Since agencies varied in size, they varied greatly in the number

of personnel employed. Respondents were asked the number of full-time equivalent

employees they had on staff. Staff size statistics are summarized in Table 4.29.

TABLE 4.29: HHA FULL TIME AND CONTRACT WORKER STAFF SIZE
n=52

Number of Mean Median Range
HHAS

Reporting Use
In %

Full Time Employees 52 100.0 76.0 30.0 3.0 - 801
Contract Workers 36 69.2 26.5 3.8 .5 - 600
"HHAs may have both types of workers.

s
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One quarter of the HHAs had fourteen or fewer employees, and another quarter of the

agencies had 15-30 employees; the mean number of full time employees was 76, and the

mean number of contract workers was 26.5.

HHAs frequently use contract workers to serve their clients. Some agencies use

these workers to augment their personnel power when workload is up, while other agencies

rely most heavily on contract workers and maintain a skeleton employee staff.

Respondents were asked about the number of contract workers they currently use.

More than a quarter (28.8%) of the HHAs did not use contract workers. Wide variation in

the use of contract workers was reported, ranging from none to 600. The average number of

contract workers used was 26.5 and the median was 3.8.

There was also considerable variation in the number of FTE on payroll and contract,

depending upon the ownership type of the home care organization. Multi-facility Systems

reported the highest average FTE on payroll (82.5), and chain/franchise agencies reported

the lowest average FTE on payroll (50.7). Results are summarized in Table 4.30 below.

***
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TABLE 4.30: AVERAGENUMBER OF FULL TIME EQUIVALENT (FTE) STAFF ON PAYROLL AND CONTRACT,
BY HEHA OWNERSHIP TYPE

º

n=52

Average Average Total
No. FTE NO. FTE Average

HHA Ownership Type on Payroll on Contract FTES
(Standard (Standard

n Deviation) Deviation)
Hospital based 7 35.6 3.5 39.1

(29.8) (3.4) (27.1)
Independent 19 71.0 42.2 113.2

(82.0) (137.4) (1848)
Owned by a Chain/Franchise 10 50.7 45.0 95.7

(93.3) (67.9) (97.95)
Owned by a Multi-facility System 10 82.5 7.1 89.6

(78.8) (10.1) (77.8)
HMO 6 170.2 4.8 175.0

(311.4) (7.0) (317.5)
Overall Average 76.0 26.4 102.4

(126.1) (88.2) (161.4)
Differences between agencies are not significant.

Because agency size varies considerably, staff hired on a full time basis and contract

workers were calculated as a percent of the total work force for each organization type.

Results are summarized in Table 4.31.
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TABLE 4.31: MEAN PERCENT OF FULL TIME EQUIVALENT (FTE) STAFF ON PAYROLL AND CONTRACT,
BY OWNERSHIP TYPE

n = 52

Mean Mean
Percent Percent

Full Time Contract

Employees Workers
Ownership Type on Payroll on Payroll

n % %

Hospital based 7 79.8 20.2
Independent 19 82.9 17.1
Chain/Franchise 10 60.3 39.7

Multi-facility System 10 86.3 13.7
HMO 6 87.2 12.8
Total 52 79.3 20.7 ***

Differences between organization types are not significant.

Corporate-owned HHAs (chains and franchises) used a considerably larger proportion of #
contract workers to serve their clients compared to all other HHA organizational types.

Contract workers made up nearly one half (47%) of the work force for corporate-owned
!---

HHAs, as compared to a fifth or less of the work force for all other types of HHAs. (It 3should be noted that the one franchise agency in the study looked much higher than the
** *

chain agencies with which it was grouped with regard to its use of contract workers. The

franchise agency relied upon contract workers for 93 percent of its personnel, while the

chain agencies relied on contract workers for about a third. However, the average of these

two corporate agency types use of contract workers is still considerably higher than that of

any of the other organizational types shown in the Table above.) All other ownership types

used in the range of 80-87 percent full time employees and the remainder contract workers;

independent and hospital-based agencies were similar to each other, using 80-83 percent

º
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full time employees, and multi-facility and HMOs resembled each other more in Staff mix

with a range of 86-87 percent full time employees.

Managed care may serve as a leveling or smoothing strategy for organizations

dealing with economic uncertainty (Scott, 1981b). Since agencies with managed care

contracts must be able to fulfill their contracts by delivering care upon demand, and because

they are guaranteed a baseline income for their managed care clients, they both may have

more need for permanent employees and an ability to pay for them, rather than rely on

contract workers to fill in when service volume demands extra staff.

In light of this, two related hypotheses were tested: 1) agencies with managed care

contracts would use a greater number of full time employees than contract workers, and 2)

agencies with managed care contracts would use a greater percent of full time employees.

Data analysis was performed to examine differences in staff mix between HHAs with

managed care contracts and those with none. Whether or not agencies had managed care

contracts made no significant difference either in the number or percent of full time and

contract workers they used (Table not shown). Neither hypothesis was supported. The

reason that no differences were found between agencies with and without managed care

contracts may be the result of other market factors in HHAs communities. For example, if

the majority of agencies in a community hire permanent employees, there may not be

enough “spare” workers available to reliably draw upon as contract workers; all agencies

might then be forced to hired regular employees to guarantee the HHAs ability to serve

their client caseload. It may also be that HHAs, regardless of managed care contractor

Status, have learned that they can successfully manage their business with a mix of about 80

*-
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percent employees and the remainder contract workers. A final possible explanation relates

to the number and mix of agencies in the sample. Because they have the largest share of

capitated clients compared to other types of HHAs (Table 4.17), HMOs would probably be

the most likely to be able to predict the volume of clients they need to be able to serve.

Since comparatively few HMOs were included in the sample, there may not have been

enough variation in the sample to reflect the hypothesized differences.

SERVICES AND UTILIZATION

Client and Visit Information

Two key indicators of home health agency size are number of clients served in a

year, and number of visits made to those clients. Respondents were asked, “How many

clients did your Medicare-certified program serve in 1994 under these categories:7”

Because interviews were conducted in late 1995 and early 1996, respondents were asked to

provide their answers based on 1994 data for their Medicare-certified business to ensure

comparability. Mean, median, standard deviation and range for a variety of client care

Statistics are summarized in Table 4.32 below.

S
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TABLE 4.32: NUMBER OF CLIENTS, AVERAGE LENGTH OF STAY (ALOS), VISITS, AND VISIT STATISTICS
FOR SAMPLEAGENCIES, 1994

Standard

n Total Mean Median Deviation Range
Number of Clients 52 | 13,408 2,180.9 875.0 3,694.9 12 - 22,341
Days of Care for All Clients 46" 54.7 45.0 52.12 10 - 365
Number of Visits 50° 2,326,485 45,617.4 16.678.5 69,929.1 72 - 371,554
Number of Visits per Client" 49' 28.9 22.0 23.5 2 - 126
Length of Visit, in minutes 52 80.9 72.5 32.7 30 - 180

Agencies were excluded from this analysis because of missing data and because one was a very high outlier.
Private home care agencies typically track hours of care, rather than number of visits. For these agencies,

two hours of care were counted as one visit.

Reflecting differences in agency size across the sample, there was wide variation in

the number of clients served. As shown in Table 4.32, the grand total of clients for the

Sample was 113,408, the mean number of clients served was 2,180, and the median was

875. One quarter of the agencies cared for up to 254 clients in 1994, and half served up to

875 clients; another quarter of the sample reported they served between 900 and 2756

clients in that year (Table not shown).

Concomitantly, there was wide variation in the number of visits made to clients. As

shown in Table 4.32, the sample as a whole made a total of 2,326,485 visits to clients in

their homes. The mean number of visits made was approximately 45,500, although there

was a wide range, extending from 72 - 371,554. One quarter of the sample delivered up to

7000 visits for the year (6948.2), and another quarter provided between that number and

17,050 visits; a third quarter of the sample made between 17,050 and 60,837 visits to clients

in 1994 (Table not shown).

Compared overall, agencies were more similar in average length of stay (ALOS),

the number of days they kept their clients on the caseload (days of care). Although average

t
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length of stay ranged from 10 to 365 days, the mean was almost 55 days, and the median

was 45 days (see Table 4.32 above). A quarter of respondents reported their agencies kept

clients on their caseload for up to 30 days, and another quarter kept clients from 31 to 45

days. A third group maintained an ALOS of 46 to 60.5 days (Table not shown).

The average number of visits provided to clients also varied among responding

agencies, ranging from a low of 2 to a high of 126 with mean of 28.9 and a median of 22

(Table above). One quarter of respondents reported an average of up to 12.5 visits, and half

reported their average number of visits was up to 22; a third percentile of the respondents

reported an average number of visits in the range of 23 to 46 (Table not shown),

Home care visits vary in length depending upon the tasks to be accomplished.

Respondents were asked for the average length of home care visits, in minutes. As shown

in Table 4.32 above, while visit length ranged from 30 to 180 minutes, the reported mean

length of a visit was 80.9 minutes. One quarter of respondents indicated that visits lasted

for 60 minutes or less, and another quarter of respondents stated their visits ranged from 61

to 72.5 minutes per visit (Table not shown).

Differences in Client and Visit Information on the Basis of Client Reimbursement

In order to explore potential differences in client care statistics according to client

reimbursement type, agencies also were asked to break out the above categories of client

and visit information for their fee-for-service, capitated and non-capitated clients. These

Categories were defined as follows: Fee-for-service clients included fee-for-service,

º
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discounted fee-for-service, traditional Medicare and Medicaid, indemnity private insurance,

and out of pocket or private payment. Capitated Managed Care included clients on

capitated plans for which the agency received a predetermined monthly rate to cover their

home health care needs; this category included HMOs, Medicare Risk-Based HMOs,

capitated Medicaid, and private capitated insurance. Non-Capitated Managed Care

included clients on Medicaid non-capitated managed care or other private non-capitated

managed care arrangements in which the fee structure was predetermined but not capitated.

Some agencies did not specifically track their client mix by reimbursement type, so in some

instances, answers were respondent estimates or calculated by the author based on

information respondents provided in response to another set of questions regarding percent

of clients from various payer sources.

The number of clients served in different reimbursement categories is summarized

in Table 4.33 below. Findings show that although agencies were still heavily dependent

upon traditional fee-for-service reimbursement forms, a substantial number had established

ºne's in managed care, primarily through non-capitated approaches. Respondents

reported that an average of 71 percent of their clients were reimbursed by fee-for-service,

traditional Medicare and private insurance payers, 19 percent of their clients were

reimbursed by some type of capitated arrangement, and about 10 percent were reimbursed

by Some type of non-capitated managed care arrangement.

***
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TABLE 4.33: NUMBER OF HHA CLIENTS BY REIMBURSEMENT CATEGORY
n=52

Client HHAS Total Standard

Reimbursement Reporting Clients Mean Median Deviation Range
Type
Fee-for-service (50) 81,304 1626.0 623.5 2795.6 11-16,220
Capitated (12) 15,057 1254.8 251.0 2007.2 10 - 6540
Managed Care"

Non-Capitated (43) 17,047 396.4 78.0 1040. 1 1 - 5585
Managed Care

Thirteen agencies had capitated contracts, but only 12 were actually serving any capitated clients at the time
of data collection.

Past studies of differences between HMOs and fee-for-service providers with regard

to outcomes, appropriateness and service utilization have shown that HMOs have incentives

to minimize certain types of service utilization, especially in hospital services (Parker and

Polich, 1988) and have also provided reduced levels of home health care services

(Shaughnessy et al., 1994c). Therefore, it was expected that differences in average length of

Stay (ALOS) would be found according to reimbursement type.

As anticipated, the average length of stay was longer for fee-for-service than for

either type of managed care category, as shown in Table 4.34 below.
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TABLE 4.34: AVERAGE LENGTH OF STAY (ALOS) BY REIMBURSEMENT CATEGORY
n=52

Client HHAS Standard

Reimbursement Reporting Mean Median Deviation Range
Type
Fee-for-service “” 44 56.9 45.0 55.7 10 - 365

Capitated 11 42.1 32.0 17.7 21 - 67
Managed Care"

Non-Capitated 27 42.2 32.6 28.9 14 - 133
Managed Care"

a There were fewer than 52 valid cases because Some agencies do not track ALOS, and one was

■ ealed as an outlier (see “b" below).
One agency reported 3600 day length of stay because of long term infusion pharmaceutical

treatment they provide, but this was treated as an outlier for the purpose of averaging the figures
above.

Considering mean days of care on home care, both capitated and non-capitated managed

care clients in the sample had an average length of stay that was 74 percent less than fee

for-service clients. Managed care clients in the sample received an average of 15 days of

care fewer than fee-for-service clients.

A methodological issue is important to raise in connection with this section.

Agencies were asked to report visit length for each client reimbursement type defined

above. Agencies could have been serving one, two or all three types of clients, and

therefore could have provided up to three answers for client reimbursement type. Since the

units of analyses were home health agencies, instead of individual clients, there was no

independence for these variables and statistical tests of significance could not be performed.

The figures above therefore may best be viewed as indicative of trends.

One of the ramifications of managed care is an emphasis on efficiency, sometimes

accompanied by an increased intensity of care; in home care, this has often meant fewer,

more focused visits (Brill, 1995). Therefore, it was expected that fewer visits would be

:
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made to capitated and non-capitated clients than to fee-for-service clients. Results are

Summarized in Table 4.35 below.

TABLE 4.35: NUMBER OF VISITS MADE TO HHA CLIENTS, BY REIMBURSEMENT CATEGORY
n=52

Client HHAS Standard

Reimbursement Reporting Mean Median Deviation Range
Type
Fee-for-service" 48 32.3 23.7 28.6 1.7 - 145
Capitated 12 11.8 11.5 8.4 1.7 - 30

Managed Care"
Non-Capitated 39 27.9 20.0 27.0 2 - 145

Managed Care"
d - - - -There were fewer than 52 valid cases because some agencies do not track number of visits made by
different reimbursement type, and one was treated as an outlier.

The most notable difference is that fee-for-service clients received more visits than either

capitated or non-capitated managed care clients. While the average fee-for-service client

received a mean of 32 home care visits, capitated managed care clients received a mean of

almost 12 visits, about 65 percent fewer. Non-capitated managed care clients received a

mean of about 28 visits, approximately 14 percent fewer than fee-for-service clients. There

was considerable variation among agencies within each client reimbursement type ****

with regard to the number of visits they provided; the widest range reported in the number

of visits agencies provided was for fee-for-service clients (1.7-145 visits), closely followed

by non-capitated managed care clients (2-145 visits). Farless variation was described for

clients on capitated managed care, for whom agencies reported a range of from 1.7-30

visits.
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It was anticipated that the source of payment might influence visit length. Because

providers reimbursed by managed care sources may seek to reduce the overall number of

visits they make to each client by increasing the intensity of each visit, it was possible that

managed care clients would receive longer visits than other clients. However, the mean

length of visits reported appears to be quite similar for all three client reimbursement

categories. (It should be noted that many HHAs did not specifically track visit length by

reimbursement type, and so reported the same visit length for each client reimbursement

category. This may have artificially flattened the differences between groups.)

TABLE 4.36: LENGTH OF VISITS MADE TO HHA CLIENTS, BY REIMBURSEMENT CATEGORY
n=52

HHAS Standard

Client Reimbursement Reporting" Mean Median Deviation Range
Type
Fee-for-service 48 81.9 69.0 35.6 30 - 180
Capitated Managed 13 80.5 78.0 20.9 60 - 120

Care

Non-Capitated 40 79.7 63.5 33.8 30 - 184
Managed Care

d
- - - - - -There were fewer than 52 valid cases because some agencies did not track length of visits made by

different reimbursement type.

As shown in Table 4.36 above, capitated managed care clients received shorter

visits on average than either fee-for-service or non-capitated managed care clients; however,

the reported differences between the groups mean visit lengths was, at most, two minutes.

Looking at the standard deviation and range of visit length reported, it appears that there

was greater consistency among agencies in the length of visits to capitated clients.
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Interestingly, the median visit length for capitated clients was higher than for the other two

groups, and the minimum visit length to capitated clients was 60 minutes compared to 30

minutes for other client types.

Further analysis examined home health mean visit length by ownership and

reimbursement category to identify any differences in utilization by different clients

according to their payer sources. Compared to the data reported in Table 4.36 above, the

amount of variation in mean visit length was much greater for different reimbursement

categories when examined by agency ownership. Results are summarized in Table 4.37

below.

TABLE 4.37: HOME HEALTH MEAN VISIT LENGTH IN MINUTES, BY OWNERSHIP AND BY CLIENT
REIMBURSEMENT CATEGORY

=52

MEAN VISIT LENGTH
IN MINUTES BY HEHA OWNERSHIP

Hospital-based Chain/ Multi
CLIENT and Franchise facility
REIMBURSEMENT Independent n=10 System
TYPE n=26 and HMO

n=16
Fee-for-service 81.2 75.0 87.6

Capitated Managed 70.0 120.0 79.6
Care"

Non-Capitated 75.7 70.7 90.8
Managed Care

"Many agencies do not track visits to capitated clients so were unable to report this
information.
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Reading down the columns for each agency ownership type, there is considerable variation

in mean visit length based on client reimbursement type. For example, the chain/franchise

agencies in the sample provided their capitated managed care clients visits that were 45

minutes longer (62.5% longer) than their fee-for-service clients; this unexpected finding

probably reflects the fact that a) sample size was small for this variable since many agencies

do not track visit length for capitated clients, and b) several chain/franchise agencies in the

Sample were caring for substantial numbers of clients who were receiving longer visits for

personal care, such as bathing, dressing and meal preparation assistance. When hospital

based and independent agencies delivered care, their fee-for-service clients averaged visits

that were 10 minutes longer (81.2 minutes) than their capitated clients (70 minutes), and 6

minutes longer than their non-capitated (75.7 minutes) managed care clients. Multi-facility

system and HMO-owned agencies reported delivering the longest visits to their non

capitated managed care clients.

Looking at variation in visit length across the different ownership types (Table 4.37

above), differences in visit length were greatest between the chain/franchise agencies and

other ownership types; these differences were especially notable for capitated managed care

clients where the latter reported mean visits of 2 hours duration, compared to 70-80 minute

visits for hospital based and independent, and multi-facility system and HMO ownership

categories. Multi-facility systems and HMOS provided their non-capitated managed care

clients with visits that were 15-20 minutes longer than either of the other two agency

ownership categories.

rat ººeye
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Service Mix

HHAs that had managed care contracts (including HMOs) were asked 1) which of a

list of services they provided to clients not on managed care, 2) whether they provided the

same Services to managed care clients, and 3) if they did not provide the same services to

both client types, which of the list they provided to those on managed care. Data comparing

the services offered to non-managed care and managed care clients are summarized in Table

4.38.

As would be expected, all HHAs offered the core services required by Medicare

(RN, home health aide, rehabilitation therapies, and Social work). Reflecting the increasing

level of technology in home care (Humphers-Ginther, 1994), infusion therapies were also

very frequently offered (92.3%). Although more than half (53.9%) the HHAs offered home

medical equipment, about a fifth of all respondents (21.2%) provided this service on

contract, probably reflecting the Medicare billing requirements discussed in Chapter 2.

Surprisingly, about a quarter of respondents did not offer case management Services,

defined as Services designed to manage resources and Services.

More than half (53%) of HHAs identified services they offered other than those on

Table 4.38. The other services most frequently mentioned include bereavement and

pastoral counseling. Other services offered included specialty nursing programs (i.e. high

risk perinatal, pediatric, AIDS or rehabilitation), live-in paraprofessional, homemaker

chore, extended private duty nursing, emergency response and long distance telephone

companion services, and community outreach programs (mobile meals, foot clinics, support

groups, client education, geriatric alcoholism counseling, flu shots in occupational settings).
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Several agencies offered pharmaceutical services or a pharmacist who reviews

prescriptions, and in one affluent community, the one-stop shopping effort had expanded to

include Spa and gardener services!

TABLE 4.38: SERVICES OFFERED TO HHA’S NON-MANAGED CARE AND MANAGED CARE CLIENTS

Services Offered Services Offered
to HHAS’ to HHAS’

Non-Managed Managed Care

º

Service Type Care Clients" Clients"
n=52 n=46

-
Il % n %

RN 49 94.2° 46 100.0
LVN/LPN 40 76.9 38 82.6
Home Health Aide 47 90.4° 43 93.4
Rehabilitation Services: 48 92.3 ° 44 95.6

(Physical, Speech and
Occupational Therapy)
Social Work 49 94.2° 46 100.0

Infusion Therapy 45 86.5 41 89.1
In Home Respite 31 59.6 30 65.3
Hospice 16 30.8 14 30.4
Mental Health Services 31 59.6 27 58.6

Case Management 40 76.9 36 78.2
Services

Diet Counseling 36 69.2 32 69.6
Health Promotion/Early 31 59.6 27 58.6
Intervention
Home Medical 28 53.9 24 52.1

Equipment - by agency
and on contract
Other 28 53.8 26 56.5

* Responses toº Which of the following services does your agency provide to clients who are not on
managed care?

Responses to, “If you do not provide all of those same services to managed care clients, which do you
provide to managed care clients?

Respondents who are exclusively HMOs answered no to this question, so even Medicare-required
Services do not show 100% provision.
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It was expected that HHAs would offer different services to managed care clients

than to other types of clients in order to meet contract requirements and/or contain costs.

This does not appear to be the case. All but 4 HHAs offered the same services to their

managed care as to their non-managed care clients. HMOs that exclusively served

members would have answered that they did not provide any of the services included in the

first set of questions. Four agencies indicated they provide the same services to managed

care as to non-managed care clients, and three of these were HMOs which served both

groups. Excluding these HMOs, all but one agency (98.1%) offered the same services to

their managed care and non-managed care clients; this one agency did not offer social work,

in-home respite, diet counseling or hospice services to clients on Some of their managed

Care COntractS.

More than 90 percent (91.3%) of HHAs provided the same services (indicated on

Table 4.38 above) to non-managed care as to managed care clients. However, about a fifth

of the organizations (19.6%) offered one or more additional Services exclusively to

managed care clients; the services mentioned were perinatal care and bereavement

counseling.

Adding and Eliminating Services

Market forces are causing home care agencies to make strategic decisions about the

constellation of services they offer, and these decisions potentially may result in opposite

outcomes of adding and dropping services. The press to add services may be fueled by the
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trend toward horizontal integration and the effort to attract managed care contracts by

becoming a comprehensive provider of services. The need to eliminate services may arise

as HHAs consolidate in the interest of conserving resources and effort, and as they gather

better information on the types of services that are profitable, marketable and contribute to

their overall success in the marketplace.

Study findings show that one quarter of all organizations (25.0%) added services in

the last year because of managed care, while only 2 agencies (3.8%) eliminated services for

this reason in the same period. In qualitatively analyzing the narrative responses given, the

reasons for growth in the scope of services appeared to be more subtle than simply a move

to one-stop shopping. The types of new services agencies added in the past year may be

grouped according to four inferred goals: 1) positioning for Specialty and niche markets

(Specialty nursing programs that are disease specific, or maternal-child care; increasing

Social work Services adding substance abuse expertise ); 2) preventing or facilitating

reduced hospital stays (high-risk obstetrics; pre-surgery and post-operative program for

Specific disease groups; early discharge program ); 3) increasing the comprehensiveness of

home care (drawing blood gases in the home; care management oversight; infusion therapy

program; adding private case management, wellness and occupational health programs); 4)

improving responsiveness to the market (enhanced response time for home infusion clients;

adding evening staff shift; development of a corporate level, national network management

System to obtain and manage all contracted services whether delivered directly or

Subcontracted). It is, perhaps, surprising that only a quarter of agencies were adding new

Services, but it is possible that refining service mix is an activity that occurs earlier in the

** \
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transition to managed care; it may be that more agencies both added and eliminated Services

in the period prior to the past twelve months which was the focus of this question.

Use of technology is an indicator of greater structural complexity (Perrow, 1967),

and the institutional environment determines the parameters within which employees

operate (Scott, 1993). The majority of respondents, more than seventy percent (71.7%),

reported using technology to deliver care, reflecting the growing complexity of home health

care. Some of these respondents noted that some types of technology, such as particular

kinds of infusion pumps, were used especially with managed care clients. “The vendor

Selects the most economical pumps for managed care clients,” stated one participant.

Respondents most often mentioned computerized medical records, laptop and hand held

computers, MIS systems, and other telecommunications equipment as examples of the

technologies in use; monitoring utilization and outcomes, tracking productivity and

following critical pathways were frequently cited applications for new MIS equipment and

processes. Specialized clinical equipment that was also mentioned included high-risk

obstetrics monitoring in partnership with an infusion company, a home oximeter to measure

blood sugars, a hemovac for early discharge mastectomy clients, a two-way communication

System with HMO clients, including a computerized medication Set that triggers an alarm if

the client misses taking a prescription at a scheduled time, a wound care regime that

minimizes the number of home care visits, telemedicine efforts aimed at client education

(i.e. clients may select and listen to their choice of 400 audiotapes and borrow videotapes on

health care topics), and active consideration of telemedical monitoring of various aspects of

client health status.
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Differences in Eligibility Criteria for Services

Respondents were asked whether their agency’s eligibility criteria for managed care

clients to receive home care differed from the eligibility criteria used for non-managed care

clients. About three quarters of participants reported there was no difference in eligibility

criteria for patients, regardless of managed care status. Although some proponents of

managed care have argued that capitated plans may motivate and enhance flexibility to

provide the services that are truly needed and deliver them in the most appropriate location

(Davis, 1986), this was not the experience of a sizable number of HHAs. Approximately

one quarter (23.1%) of respondents stated that the eligibility criteria used for managed care

clients to receive home care were different from those used for non-managed care clients;

two of these exclusively served HMO members.

Participants identified a number of practices that affected eligibility and therefore

Service provision. With one exception, these appeared to be restrictive rather than

beneficial to clients. Some agencies noted that they serviced a number of different types of

managed care contracts, each with its own criteria, so they could provide service only when

a specific referral was made by the MCO or when service needs met specific criteria for the

contract they had with the MCO. Other respondents identified the requirement for prior

approval by the utilization management department of MCOs as a difference in eligibility

between managed care and non-managed care clients.

Concern was expressed by several respondents that seniors covered by particular

HMOs were receiving lower levels of service than other clients, and that the impact was

particularly hard on clients with multiple diagnoses. Elders who are homebound or at-risk
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of institutionalization were sometimes identified as populations particularly affected by

eligibility differences. One respondent stated, “HMOs generally don't want to provide

services needed by homebound clients. The national average for client visits is 30, and the

agency averages 7 for managed care clients.” Another commented that since the payer has

specific standards for eligibility, the total resource available to the client is different, so that

few managed care companies will pay for home health aide care. “Homebound clients have

decreased access because HMOs are transferring clients to outpatient care rather than have

home care go out,” stated a third. One agency had a contract with an MCO to provide care

only for clients who would otherwise be institutionalized, so home care was provided only

if the client was eligible for nursing home placement. In Wisconsin, hospice respondents

noted that Medicare hospice guidelines pay for the last six months of care, while their state

law uses a 12 month terminal prognosis of hospice Service eligibility; this results in

managed care clients receiving hospice care for a full year, with the first 6 months covered

by the managed care organization and the latter 6 months paid by Medicare.

One positive implication of different eligibility criteria for managed care clients was

identified by a respondent who commented that homebound criteria have been relaxed for

managed care clients to enable them to return home or to work earlier. Another commented

that Medicare managed care guidelines are more strict than those for traditional Medicare

clients, but because of capitated payments, the agency has the flexibility to tailor the benefit

to meet client needs better, e.g. convert mental health coverage to home health services.

A number of respondents spontaneously commented that although there were no

differences in eligibility criteria for managed care and non-managed care clients, the amount
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of service provided to client groups could be different, with managed care clients receiving

a reduced level of service.

Health Promotion

Health promotion and illness prevention are logical goals of a health care system

seeking to avoid costly episodes of illness. Health promotion has been identified as a major

direction home health care services should pursue in the future (Doerr, 1993). Reviewing

managed care research, Miller and Luft (1994b) concluded that HMO enrollees typically

received more preventive tests and services, including health promotion activities, than did

indemnity plan enrollees. Therefore, in heavily managed care penetrated markets, it was

expected that a majority of agencies would already have Some prevention-oriented services

in place. Respondents were asked whether their organizations currently provided any

Services that were preventive or aimed at early intervention. Their responses are

Summarized in Table 4.39.

TABLE 4.39: PERCENT OF HHAS OFFERING HEALTH PROMOTION AND EARLY INTERVENTION SERVICES
n=52

Type of Service n %
Flu shots and other vaccines" 32 61.5

Blood pressure checks and health screening fairs 31 59.6
Post-partum services for mothers and infants 1() 19.2
Ask-a-nurse hotline" 8 15.4

Well baby care 5 9.6
Cardiac rehabilitation or prevention services" 4 7.7
Home exercise programs" 3 4.7
Other early intervention services 34 65.4
"Offered by HHA or in HMO system to which HHA belongs.
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As expected, the large majority of organizations (88.5%) were already providing Some type

of prevention or early intervention services. The most commonly provided services were

flu or other vaccines (61.5%), blood pressure checks and health screening fairs (59.6%),

post-partum services for infants and their mothers (19.2%), and ask-a-nurse hotlines

(15.4%). Less than a tenth of respondents’ agencies were currently providing well baby

care, home exercise programs or cardiac rehabilitation or prevention programs. More than

two thirds (65.4%) of respondents provided some other type of prevention or early

intervention services; the most frequently mentioned of these include prenatal and perinatal,

antepartum and post-partum programs, often geared to high risk mothers/infants; specialty

client education programs (diabetic teaching, asthma, pre-surgery orthopedics); adult

wellness and health promotion clinics, sometimes offered in the workplace (information on

end of life/future treatment choices, foot care, nutrition, weight control and smoking

cessation). Some of the more unique services offered included geriatric Safety evaluations,

an early intervention program that monitors infant development in the first two years;

medical history microfiche cards for hemophiliacs, family casefinding work and joint

networking efforts with other agencies to reach clients with osteoporosis. This array of

Services suggests that agencies are involved in considerable innovation in developing

Services that meet community needs and fulfill market niches.

Half of the organizations (48.1%) targeted prevention or Specialized health

education services to specific age or ethnic populations. Specialized Services that were

most frequently offered included pre- and post-partum Services (i.e. perinatal programs for

women at high risk for early delivery or women on Medicaid, in-home check ups for all
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newly discharged mothers and infants) and specialized client education aimed at clients

with specific diseases (i.e. diabetes education, congestive heart failure, wound care and

post-joint replacement Surgery). As would be expected of home care agencies whose client

populations traditionally have been older, the majority of prevention and specialized health

education programs respondents discussed were targeted to Seniors and frail, at risk elderly;

but in addition, specialized programs were targeted to ethnic and age groups important to

individual communities such as Hispanic, Hmong, Navajo, and pregnant teens. Agencies

have created programs to meet unique needs, such as a plant club for head injured clients,

early intervention developmental monitoring for infants compromised at birth, bilingual

nursing for English-illiterate clients, and prescription Set-up Services for clients at risk of

rehospitalization if drug management goes awry at home.

By maintaining wellness and reducing the acuity of illness, illness may be avoided,

abbreviated or made less severe. Prevention-oriented services are a logical extension of a

health care system moving towards capitation. Therefore, it was expected that the majority

of agencies would have plans in the next 12-24 months to establish new programs aimed at

early intervention, prevention or health education. Just over half of the agencies (53.8%)

responded that they had no plans to establish new programs aimed at early intervention or

health education within the next 1-2 years.

The data were tested to explore whether HHAS with managed care contracts were

more likely to report plans to establish new early intervention prevention or health

education programs than HHAs without managed care contracts. Almost half (46.2%) of

the agencies with managed care contracts were planning such programs compared to about
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40 percent of the agencies that had no managed care contracts; this difference was not

statistically significant (Table not shown), so the hypothesis must be rejected. Although

there was no significant difference between the two groups in this sample, it is interesting

that a substantial number of agencies with managed care contracts had no plans to add these

types of Services; this may be because many of these agencies already had a number of

health prevention-type programs. If reimbursement opportunities are rare or nonexistent for

prevention-oriented programs, and data are lacking to prove the value of Such programs for

home health care cost effectiveness, agencies would have little incentive to absorb the cost

of added programs.

In order to examine whether differences exist on the basis of managed care status,

the hypothesis was tested that HHAs with managed care contracts would more often be

currently providing prevention or early intervention Services than agencies without

managed care contracts. The findings show HHA managed care contractors offering these

Services slightly more often (89.1%) than those without managed care contracts (83.3%);

however, this difference is not statistically significant, so the hypothesis must be rejected.

HHAS appear to be similar on the basis of the prevention and early intervention services

they offer, regardless of managed care contractor status.

Compared with health promotion and prevention services already offered, the types

of new early intervention, prevention or health education services planned for the next 12

24 months by agencies with managed care contracts seemed somewhat more innovative,

had more specific problem-oriented targets and there seemed to be an increase in the

number planned for whole groups of members rather than just for clients in specific disease
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groups. Planned problem-oriented targets seemed to focus on avoiding hospitalization and

reducing length of stay, e.g. early wound care intervention to prevent deterioration, asthma

programs to promote improved management of the disease (a few agencies plan to offer

these specifically for pediatric clients), a diabetes management program staged for people

with different levels of disease severity, a chronic obstructive pulmonary disease

management program for chronic COPD clients, a “frequent flyers” clinic designed for

congestive heart failure clients, pre-hospital admission teaching and home care followup

which enable outpatient Surgery for specific problems such as mastectomy and vaginal

hysterectomy; case manager assessment, screening and care planning for frail elderly 65

and older.

Additional services were planned across or external to home care delivery sites (e.g.

community health education classes offered through clinics within the health care system;

“helping hands” chore services for people aged 60-80 offered through the private duty side

of a Medicare-certified agency, initiation of a Speakers Bureau), and incorporated broader

periods of time or acuity, (e.g. pre-natal program linked with post-partum phone visits with

Specific focus on using bili-lights, or managing a home death program with advance grief

and bereavement services, housing assistance for Alzheimer's clients).

There appeared to be more services planned that were specifically prevention- or

Wellness-oriented, such as health promotion Services offered through a parish nursing

program, automatic post-partum visits to all new mothers and their infants, nutrition and

home safety services, occupational health and wellness education services delivered in the

Workplace, physical therapy services for developmentally disabled preschool children, and
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flu vaccines for all current hospice clients; in some instances, special programs (e.g.

diabetes education) were to be initiated with home care clients, then later expanded to all

HMO plan members. Qualitatively, many early intervention, prevention and health

education services planned within the next two years seemed carefully designed to decrease

days in the hospital and on home care, expand home care's perview and cut across bounds

that were previously more circumscribed.

Case Management and Utilization Review

Agencies were asked about their use of case managers, defined as clinicians who

coordinate client care. Case managers were used by every organization (100%) that had

managed care contracts in the study (n=46). In many agencies, these clinicians also

provided care directly. Respondents were asked what criteria they used to assign case

managers to a case, and were allowed to list all criteria used: Some respondents gave more

than one answer, resulting in totals exceeding 100 percent (Table not shown). Assignment

on the basis of geographic area was the most frequently used method (71.7%), allowing

agencies to make efficient use of staff and client time by minimizing staff travel time.

About one third of respondents (32.6%) reported their agencies assigned case managers on

the basis of the client’s diagnosis or the clinical specialty of the staff person. This technique

reflects differentiation and specialization of staff as suggested by the literature (Lawrence

and Lorsch, 1967). Less than ten percent (8.7%) of respondents assigned case managers

Specifically to their managed care clients. Only a handful of agencies assigned case
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managers on the basis of the client's reimbursement source (3.8%) or the client's primary

physician (2.2%). About a fifth of respondents (21.7%) assigned case managers in Some

other way.

With regard to the timing of case management involvement, case managers were

assigned upon client admission at about 90 percent of agencies (89.1%). In the remaining

organizations, case managers were assigned only when particular problems were identified.

Agencies used a variety of professionals as case managers (Table not shown). All

respondents (100%) with managed care contracts used RNs as case managers, and for about

half of the agencies (52%), registered nurses were the only discipline filling the case

manager's role. For agencies using two disciplines in the case management role, RNs and

physical therapists were the two disciplines most frequently cited. Almost one third

(32.6%) of agencies used physical therapists as case managers for certain cases, and about a

tenth of the HHAs (10.9%) used social workers in a case management capacity. Only 2.2

percent of agencies used LVNS or LPNs as case managers, reflecting the maintenance of a

high level of professionalism in the role of case manager at this time. Less than a fifth

(17.3%) of agencies used three disciplines as case managers; of these, speech therapy was

listed as the most common additional discipline (13%) to fill the case management role,

followed by social work (4.3%).

The goals of case management were assessed by asking respondents to rank the

importance of specific goals as highly, somewhat, or not important. A summary of the

number of HHAs identifying various goals as highly important are reported in Table 4.40.
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TABLE 4.40: GOALS OF CASE MANAGEMENT HHAS REPORTAS HIGHLY IMPORTANT
n=46

Case Management Goal Number of HHAs Rating Goal
Highly Important

Il %

Assuring or Improving Continuity of Care 45 97.8
Identification of Frail or At-Risk Clients 39 84.8

Maintaining Contact with the Physician 37 80.4
Containing Costs 35 76.1
Coordinating Client’s Movement Between Acute 34 73.9

and Chronic Care Services

Tracking Resource Utilization 23 50.0

The most common purpose of case management was to assure continuity of care or assist

with clinical management. Assuring or improving continuity of care was the goal rated

highly important by all but one (97.8%) respondent; the remaining respondent rated this

goal as somewhat important. Identifying frail or at risk clients was rated highly important

by the majority (84.8%) of respondents, with an additional 8.7 percent rating this as

Somewhat important. Maintaining contact with the client's physician was highly important

to four fifths of respondents (80%), and somewhat important to another 17.4 percent.

Containing costs was a highly important goal of case management for three quarters (76%)

of respondents, and somewhat important to another fifth (19.6%) of respondents. Perhaps

reflecting the continuing fragmentation of the health care delivery system, case managers

were viewed as playing a less important role in coordinating the client's movement between

acute and chronic case services. Seventy-three percent (73.9%) of respondents stated this

was a highly important goal of case management, and about a quarter (73.9%) considered

this a somewhat important goal. Case management was highly important to the goal of
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tracking resource utilization at half of the agencies (50%), and somewhat important at the

other half (47.8%); the degree to which this goal was rated lower than the others is

surprising, considering the extent to which managed care has promoted more intensive

review of resource utilization in other sectors.

Home health agencies typically hold team meetings to coordinate care for their

clients. Respondents were asked whether they held special or different team meetings for

their managed care clients. Most agencies (87%) did not hold special team meetings for

their managed care clients; of the 13 percent that did, the most common form was a separate

meeting for those who provided managed care. Depending upon the agency, the separate

managed care meeting may have had a different emphasis from other team meetings.

Descriptions indicated that the foci of these team meetings were greater coordination and/or

utilization review, either to meet payer criteria, or because more of the clients were on a per

diem rate. At one agency, the managed care team holds a supervisory conference with a

case manager and a supervisor; the case manager considers the whole disease management

process beyond the specific episode to find an efficient, best style of care for each client.

Some respondents stated that the team meeting was structured a little differently because the

managed care team is different.
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MANAGEMENT AND OPERATIONS

Strategic Planning

Strategic planning is a cornerstone of organizational evolution in today's corporate

world. Organizations must have viable organizational and management structures to meet

the changing market environment, and these require periodic adjustment. Such strategic

reorientation is contingent on senior management’s perceptions (Tushman and Romanelli,

1985), and strategic planning is a process which typically defines and articulates these

perceptions. Therefore, it was expected that most HHAs would have a strategic plan, and

that a change in organizational structure within the next 1–2 years would be part of that

plan.

As anticipated, the vast majority, 86.5 percent of HHAS in this study, had strategic

plans (Table not shown). About 60 percent (59.6%) of respondents indicated that a change

in organizational structure was part of the strategic plan to be implemented within the next

two years; the dynamic nature of the current health care market is reflected in the fact that

the majority of HHAs expected to modify or overhaul the operating structure of their

organizations within a two-year time frame.

The role of two organizational characteristics, HHA tax status and ownership type,

were examined in relation to strategic planning. Because of their more aggressive business

approach motivated by the goal of profit-making, it was hypothesized that 1) strategic

planning efforts and 2) plans to change organizational structure within the next 1-2 years
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would be reported by proprietary HHAs more often than by nonprofit HHAs. The findings

show that whether HHAS were proprietary or nonprofit made no significant difference in

whether they had a strategic plan. Ninety-three percent (92.9%) of nonprofit and almost

eighty percent (79.2%) of proprietary agencies reported they had strategic plans; these

differences were not significant (Table not shown). There also were no significant

differences between proprietaries and nonprofits in their plans to restructure their

organizations in the next 1–2 years (Table not shown). Therefore the hypothesis was

rejected.

It was also hypothesized that 1) strategic planning efforts and 2) plans to change

organizational structure within the next 1–2 years would be reported by HMOs, multi

facility-owned and chain/franchise owned agencies more often than by hospital-based and i
independent HHAs (Table not shown). Ninety-six percent (96.2%) of agencies owned by

HMOs, multi-facilities and chain/franchises, compared to 76.9 percent of hospital-based

and independent HHAs reported they had strategic plans. These are significant differences

(Fisher's exact test, one-tail =.049, significant when 0 < .05). It is probable that these :
differences may be attributed to the corporate orientation of these types of organizations,

typically characterized by greater horizontal and vertical integration, diversified and

complex enterprises, and greater concentration of ownership and control in regional and

national markets (Starr, 1982). These characteristics are accompanied by a propensity for

restructuring and transformation; strategic planning is a tool to achieve these goals and

processes.
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Current and Future Staffing

Since labor is the single most important resource for home health agencies,

determinations of staff mix, staff size and deployment are pivotal management decisions.

Although the literature on organizational change described in Chapter 2 suggested that

differentiation may be expected in larger organizations during times of change, such

differentiation is not reflected in respondents’ staffing arrangements to deliver care to

managed care clients. Agencies were asked what staffing options they used to deliver care

to their managed care clients. Because the sample included a number of smaller agencies, it

was anticipated that the majority of agencies would use the same teams to deliver care to

their managed care clients, regardless of reimbursement source.

Although some managed care experts urge that specialized managed care teams be

used to serve managed care clients (Jenkins, 1996), only 13 percent of respondents reported

they actually were doing so (Table not shown). Most HHAs (82.6%) were using the same

Staff to deliver care to all of their clients, regardless of reimbursement type; staffing was not

differentiated on the basis of managed care for the majority of HHAs in the sample. Less

than 5 percent were using other staffing arrangements to serve their managed care clients.

In order to consider the role of agency size in Staffing options, further analysis was

done to determine whether larger HHAs used specialized managed care teams more than

Smaller HHAs; there were no significant differences between the two (Table not shown).

Because home care is growing rapidly, and because the literature suggests that

differentiation occurs in organizations in times of change (Tushman and Romanelli, 1985),

it was expected that agencies would be planning to hire staff to address managed care
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concerns. Agencies were asked whether they had hired any staff within the past twelve

months specifically in response to managed care (Table not shown). More than a third

(36.5%) of respondents had hired staff, only two agencies stated they had plans to reduce

staff in the next twelve months. Another 60 percent (59.6%) of organizations were

planning staffing-related changes to accommodate managed care within the next year.

The types of changes respondents mentioned they expected to establish within the

next year were grouped into four goal-oriented categories: 1) Adding staff to accommodate

case management tasks and increased caseloads. This includes adding case managers,

clinical and support staff, either to increase case management tracking capacities or to staff

increased caseloads if managed care contracts are Secured. 2) Adding or shifting staff to

facilitate agency efforts to streamline operations, activities such as creating separate

medical records and billing departments, establishing management information system

(MIS) positions or adding reimbursement positions are included here, 3) Enhancing agency

capacity to attract managed care contracts. This includes activities such as hiring staffor

restructuring to establish special managed care units, case management centers and

managed care teams, restructuring to become part of a network, adding marketing liaisons

to work with MCO referral source and enhance staffs' efficiency in providing care and

managing a larger volume of clients. 4) Facilitating improved resource utilization efforts.

These efforts include activities such as changing to an acuity based System, reorganization

to manage care across all services, shifting from an hourly to a salaried basis to ensure that

dedicated providers will be available to respond to agency commitments to serve managed

care contracts, implementing care mapping and quality control initiatives, and increasing

:

º }

:

221



staffing on technology-intensive services such as infusion and obstetrics services. These

four goals seem to reflect efforts to use staff to differentiate managed care workload and

redirect management and operation goals from previous “business and usual”.

Data Management

Data management is one of the areas predicted to be crucial to the future success of

home care organizations. Forecasting based on data gathering and Synthesis is an important

management strategy for coping with environmental uncertainty (Scott, 1981b). The ability

to gather, synthesize and access a broad array of information has been identified by

numerous sources (Jenkins, 1996; California Association for Health Services at Home,

1995a; Eli Research, 1996g) as a key strategy in gaining, sustaining and succeeding in

managed care contracts. Therefore, respondents were asked how many full time equivalent

(FTE) employees their agencies devoted to data management. Data management FTE was

defined as total staff effort involved in data management, expressed as a number of full time

Staff (i.e., if the HHA employed a full time MIS Director and an administrative assistant

who spent half of his/her time in data management support functions, the agency would

report 1.5 Data FTE.). All but two agencies, 96 percent, reported having FTE dedicated to

data management (Table not shown). The number of data management FTE ranged from 0

to 30, with an average of 4, a median of 3 and a standard deviation of 4.67. It should be

noted that agencies that were part of a chain or system frequently received data management

Support from their national or corporate offices, and branch respondents often were unable
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to quantify the number of FTE that provided this assistance from another location.

Therefore, the true number of FTE involved in data management is actually higher than the

average reported above.

It was posited that agency size was related to the number of data FTE. Since larger

agencies typically have more specialized departments, and were found to have more

managed care revenues (Table 4.25), it was hypothesized that larger HHAs would have a

larger number of staff dedicated to managed care clients or contract management

information systems than smaller HHAs. The hypothesis tested was that larger size.as

measured by client volume, would be associated with more data management FTE.

Findings are summarized in Table 4.41.

TABLE 4.41: NUMBER OF STAFF IN DATA MANAGEMENT FUNCTIONS, BY AGENCY SIZE
n=51

HHA SIZE

NUMBER OF FTE IN Small HHA Large HHA
DATA MANAGEMENT (<900 clients) (>900 clients)

n % n %
0 - 4 Data FTE 24 64.9 3 21.4
Over 4 Data FTE 13 35.1 *** | 1 78.6***
Total 37 100.0 14 100.0

***Significant X* when g : 01.

Over three quarters (78.6%) of large agencies, those with over 900 clients, had more

than four data FTE, compared to 35.1 percent of the small HHAs: X* = .005, significant

When 0 < .01. Large agencies were significantly more likely to have larger numbers of staff

assigned to full time data-related jobs. This finding is not surprising considering the
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increased volume of clients, and therefore greater workload of larger HHAs, and the fact

that the majority of them were providing managed care which frequently demands extra

paperwork (Brill, 1995).

This finding was further corroborated by a related analysis testing the hypothesis
- .

that agencies earning more revenues from managed care would be more likely to have more

data FTE than agencies with smaller amounts of managed care revenues.

Mandatory data collection for Medicare and State licensing purposes is an integral

fact for all Medicare-certified agencies. Agencies must report detailed information as part y

of their cost accounting process in order to receive Medicare reimbursement. There are :
many ways to establish accounting systems, and agencies are at varying levels of .2

ºSophistication in the ways they track their revenues and expenses. Most states also require

home health agencies to provide data on an annual or other regular basis in order to }
maintain State licensure. However, there are large differences in the nature and amount of

data States require.

In order to gain insights into the range of data collection efforts currently underway :
in the sample, respondents were asked what types of data they collected in the following

categories: revenues and costs, productivity of staff, outcomes, utilization rates, because the

payer requires the data, sociodemographic data and functional status data. This open ended

question yielded responses which cumulatively reflected wide variation in the types and

Sophistication of data collected by agencies.

Revenues and Expenses. As would be expected of Medicare-certified agencies

adhering to Medicare reimbursement requirements, some type of monthly profit and loss
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accounting was conducted by virtually all (92%) agencies; the four that did not collect this

information within the HHA were part of HMO systems and this function was performed

elsewhere for the HMO in entirety.

Tight fiscal management and the ability to determine and control the cost per unit of

service have been identified as key factors in home care agencies' ability to obtain contracts

and succeed in managed care (California Association for Health Services at Home, 1995b,

Burrill, 1995; California Association for Health Services at Home, 1996). Therefore it was

surprising to find that fewer agencies tracked revenues or expenses by specific categories, a

technique which could provide agencies with better information to enhance their business

performance (Table not shown). Just over 40 percent of agencies (n=22) tracked revenue

by payer source, and about 20 percent (n=ll) tracked revenues by discipline delivering

home care services. Even fewer HHAs tracked revenues by client diagnosis (13%) or by

Service line provided (8%). In fact, only 23 percent of respondents (n=12) reported they

Specifically tracked cost per unit of service, and one agency tracked the cost per episode of

Ca■ e.

Although debates about establishing prospective payment rates for home health

agencies have identified a need for further information about the nature and cost of care for

clients at different acuity levels, most home health agencies do not seem to be gathering

information that may be used to fill this information void (Table not shown). More than a

third (37%) of HHAs tracked expenses by discipline or department. Only fifteen percent of

agencies tracked expenses by payer, a technique which should yield information integral to

rate Setting, contract management and rebidding. Similarly, about 13 percent of agencies
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tracked expenses by diagnosis and by specialty service (e.g. infusion care, case management

service provided).

More traditional types of expenses were monitored by many home health agencies.

Medical supplies and DME expenses were tracked by 61 percent of HHAs, and almost half

(48%) monitored their accounts receivable to ensure payment of overdue bills. About a

fifth of the agencies kept specific accounts of overhead expenses (e.g. liabilities, insurance,

phones) and payroll information (e.g. administrative time, hours worked, case manager

costs).

Staff Productivity. Ninety percent of agencies (n=47) tracked staff productivity in

Some manner; however, the focus of these efforts varied considerably (Table not shown).

Tracking the number of visits made was the most common method of monitoring staff

productivity. Seventy-five percent (75%) of agencies recorded the number of visits made

by discipline, and 65 percent counted the number of visits made by individual care

providers. Although only one agency reported counting the number of visits staff made

based on the client’s diagnosis, slightly more than a quarter (28%) of HHAs somehow

factored information about the types of cases or acuity level of clients into their staff

productivity assessment efforts. More than sixty percent (62%) of HHAS monitored the

indirect and direct time staff spent in client care, and 38 percent tracked billable versus

nonbillable time. Just over ten percent of agencies (11.5%) were engaged in other efforts to

monitor staff productivity, such as establishing separate productivity standards for case

managers and clinicians. Since personnel costs are the largest expense for HHAs, it was

Surprising to find that 6 agencies (11.5%) did not track staff productivity at all. A

.
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respondent from one of these agencies commented that since the agency is reimbursed on a

per visit basis, there was no reason to track staff productivity.

Outcomes, Utilization Review and Quality Assurance. Information was separately

Solicited about outcomes, utilization review (U.R.) and quality assurance (Q.A.) data

collection efforts by HHAs. Respondents' answers indicate that data collection efforts for

these topics are not distinct at many agencies, and the same data collection activity may

have a different goal or be categorized different ways by different agencies. For example,

tracking clients' rehospitalization rates may be an outcome measure at one agency, or the

Subject of utilization review or part of a quality assurance program at other agencies. While

findings will be reported in categories as defined above, there is probably overlap between

the categories.

Monitoring outcomes is one of the recent thrusts of managed care and quality

assurance efforts within the health care sector. Computerized systems to track clinical

outcomes are used by about 11 percent (n=6) of responding agencies. A critical path

(clinical pathway, clinical map, care map, care path) is a system of routinizing, tracking and

monitoring outcomes and utilization of health care resources and Services for specific

diagnoses; these written multidisciplinary plans target groups of clients with a specific

condition or treatment which includes key events which occur in a specific sequence, with

defined times and outcomes. Two-fifths (40%) of respondents stated their agencies were

currently using or planning to use critical paths. With the exception of one agency which

had integrated its critical paths with those of the hospital, critical paths had been

implemented solely within the home care agencies. Where outcomes were being tracked,
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they were not linked across the continuum of care and client acuity, but were applied in a

Service-Specific vacuum.

Many agencies did monitor Structural outcomes of clinical status such as

rehospitalization and infection rates. Over half (53.8%) of HHAs reported tracking these

types of clinical indicators as part of outcomes data they collect; some of these same clinical

events were also mentioned as specific foci of HHA quality assurance efforts. Infection

rates (34.6%), rehospitalization rates (32.6%), and other clinical events such as falls and

pain audits (17.3%) were tracked as part of quality assurance data (Table not shown). Other

outcomes efforts, such as clients’ functional changes and perceived change in health care

status, were mentioned by 19.2 percent of respondents. Interestingly, almost a fifth (17.3%)

of respondents did not gather any type of outcomes data.

A variety of data collection activities were reported under the rubric of utilization

review. All agencies (100%) in some way tracked the number of visits made to clients;

over half (55.7%) tracked the number of visits clients receive from each discipline, and

another 44.2 percent tracked the number of visits made on the basis of diagnosis (Table not

shown). The remainder of agencies tracked number of visits on the basis of payer or

referral source, or by client’s age. Since HHAs receiving Medicare fee-for-service

reimbursement must recertify client need for home care after 60 days of care in order to

continue to receive reimbursement, it was not surprising to find that length of stay on home

Care was frequently tracked. More than half of the sample (55.7%) tracked this criterion; of

these twenty nine HHAs, four agencies reviewed length of stay by payer source, and one

tracked it by client diagnosis. Utilization review of admissions to and discharges from

.
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home care also was frequently reported (26.9%). About 15 percent of respondents (n=8)

tracked early discharge and resumption of care. Three agencies (5.7%) were developing a

disease-based record of episodes of care, and one respondent stated that her agency was

conducting utilization review activities to document their belief that the rate they were

receiving for AIDS clients was too low.

Quality assurance activities were easily identified by many respondents. Data

collected for quality assurance purposes was grouped into four main categories: customer

Satisfaction, paperwork audits and statistics, problem-focused quality assurance studies, and

risk management and clinical events tracking. Thirty eight agencies (67.3%) reported

Sending customer satisfaction surveys to their clients, usually following discharge, although

Some agencies sent them after the first week of service, then periodically thereafter. About

four in ten respondents (40.3%) reported that their agency surveys physicians, case

managers, discharge planners and other referral sources for their satisfaction. A handful of

agencies (7.6%) report surveying their employees for satisfaction as part of agency quality

assurance processes.

Paperwork audits and statistics include plan of treatment reviews, chart audits and

other statistical data collection. These activities were reported by 35 agencies (67.3%).

Many of these activities are stipulated by law or reimbursement source. (Since all agencies

in the study are licensed, the fact that about a third of the respondents did not specifically

report conducting paperwork audits and statistical data collection activities is most likely

because they did not view these activities as part of their quality assurance program, but

simply considered them an administrative chore.)
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Problem-focused quality assurance studies were listed as a prime component of

agency quality assurance programs by nearly half (n=25) of the respondents. These studies

were frequently conducted on a quarterly basis and focused on particular problems

identified by agency personnel. In most cases, problem-oriented quality assurance Studies

were established to comply with processes suggested by accrediting bodies such as the Joint

Commission on Health Care Accreditation, or in some instances, these studies drove

agencies’ continuous quality improvement efforts.

Risk management and clinical events tracking activities were reported by over a

third of respondents (Table not shown). Incident reports and other record-keeping aimed at

employee health and safety were identified as data collected for quality assurance purposes

by 36.5 percent of respondents. The most frequently monitored clinical events were

infection rates (34.6%) and rehospitalization rates (32.6%); almost one in five agencies

(17.3%) tracked other clinical events such as client falls and pain audits. Over twenty

percent (21.2%) of respondents identified additional data collection activities maintained for

quality assurance purposes. ;
Payer-Required Data. Since HHAS have been advised to gather data of various

Sorts to appeal to managed care companies (California Association for Health Services at

Home, 1995a), it was surprising to find 35 agencies (67.3%) reporting that they were not

collecting any data specifically required by payers (Table not shown). Other individual

HHAs were collecting data on number of clients served, diagnosis of clients served, average

length of stay on home care, number of disciplines caring for each client, rehospitalization
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and infection rates, prevented hospital readmissions, or administering a specific client

satisfaction Survey, all because individual payers request this information.

Sociodemographic and Functional Data. HHAs gather a broad array of

Sociodemographic data, and some functional data, yet there seems to be little agreement on

the core information agencies collectively deem most important to collect. Age (67.3%)

and gender (65.4%) were the two most common types of sociodemographic data collected;

data on client ethnicity or race (36.5%), residential location (26.9%) and diagnosis (25%)

also were frequently gathered; data on clients’ religion were tracked by 9 agencies. Less
-

than ten percent of agencies (9.6%) collected data such as marital status, employment or :
occupational status, socioeconomic status and referral Source. Two agencies tracked data :
on the primary language used in clients' homes. Thirteen agencies (25%) did not formally

collect any sociodemographic data. In light of managed care’s focus on providing care :
efficiently, it was somewhat surprising to find that data that describes HHAs population

base and could potentially facilitate care that is more directly targeted to specific population ;
attributes was not collected more consistently.

}
Home health agency’s clientele typically is older, and generally is heavily populated

with Medicare clients; these clients often have post-acute conditions or exacerbated chronic

problems which both tend to result in reduced functioning. Given this population, measures

that reflect functional status information and improved or stabilized outcomes would

Seemingly be valuable and desirable to home health agencies (Shaughnessy et al. 1994c).

Furthermore, a number of studies have demonstrated the role identifying specific risk

:
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factors can play in achieving both more effective health care (Reuben et al., 1992; Kramer et

al, 1992), and financial savings (Thompson, 1997).

It was therefore very surprising to find a paucity of data on client functional status.

In fact, 27 agencies (51.9%) collected no functional status data; a number of respondents

indicated that functional data could be extracted from notes in client charts, but was seldom

compiled in a data base. HHAs seeking Medicare reimbursement report basic functional

status on HCFA Form 485. The function most frequently monitored was activities of daily

living/homebound status (30.7%), an essential eligibility criterion for Medicare home health :
reimbursement. Eleven agencies (21.2%) gathered information on instrumental activities of

living (e.g. ability to use the phone, cook and go grocery shopping, manage finances). Only

nine agencies (17.3%) logged functional status both at admission and discharge; this can be i
one way of measuring HHA efficacy or impact of care for Some clients, yet in practice,

collecting this data was the exception rather than the rule.

Cost Control

In the current market environment, containing costs is a critical pressure for home

health agencies; determining whether and the degree to which cost management will be

pursued and the means by which it will be implemented are essential management decisions

which directly affect operations. Since labor is the largest expense for HHAs, and since

different payment systems convey distinct incentives, respondents were asked about the

payment systems their organizations use for full-time, part-time and per diem staff.
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Agencies frequently use more than one type of payment mechanism for the same category

of staff, for example, they may remunerate some full time staff on an hourly basis and other

full time staff with a salary. Some agencies do not use per diem workers.

Payment systems used for HHA personnel are summarized in Table 4.42 below.

For full time staff, an hourly wage was the most common payment system (67.3%). Three

quarters of part time staff were paid an hourly wage. Per diem staff were most often

remunerated on a per visit basis (48.1%), and thirty percent (30.8%) were paid an hourly

wage.

TABLE 4.42: TYPE OF STAFF HHAS USE, REPORTED BY PAYMENT SYSTEMS USED
n=52

CATEGORY OF PERSONNEL TYPE OF PAYMENT

Pay Per Visit Staff Salaried Staff Hourly Wage Staff
n % n % In %

Full Time Staff 21 40.4 19 36.5 35 67.3
Part Time Staff 21 40.4 4 7.7 39 75.0
Per Diem Staff 25 48.1 0 0.0 16 30.8

Note: Some agencies used more than one type of payment system for each category of personnel, and some
agencies did not use some categories of personnel, so percentages may not equal 100%.

The type of remuneration system used provides different incentives. From a staff

person's perspective, hourly wages are most closely aligned with the incentive of spending

more time per client, since remuneration is greater the more hours worked. Pay per visit

remuneration provides an incentive to do only the work that is necessary, since staff is paid

the same amount for the visit, whether their care time is long or short; the number of visits

to be made per client is authorized by someone other than the clinician. Therefore, it is
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interesting that even in heavily HMO-penetrated markets which presumably would be more

cost containment-oriented, the majority of agencies were still using an hourly wage to

remunerate staff.

Many home health agencies have a mix of clients on managed care and other forms

of reimbursement, especially when these organizations are just beginning to win managed

care contracts. The use of separate payment mechanisms for staff working on managed care

cases has been suggested as a strategy to reward staff appropriately for the different

incentives involved in working under managed care (Elliot and Jenkins, 1994). This was

not a popular cost containment method among study respondents; only 2.2 percent of

respondents who had managed care contracts used separate payment mechanisms for their

managed care staff.

Bonuses are another means of incentivizing staff performance. Some have

advocated the use of incentives to reward cost conscious Service delivery to support the

provision of home care under managed care (Elliot and Jenkins, 1994). All respondents

were asked several questions to determine the extent to which bonuses were in use (Table

not shown). Less than half (44.2%) of the agencies used bonuses of any kind. Of those that

did, thirty percent (30.8%) granted bonuses based on company or agency profit and another

quarter did so on some other basis. Bonuses were granted on the basis of Specific outcomes

at 17.9 percent of the organizations; the outcomes agencies used for these bonuses ranged

from customer satisfaction to the organization achieving its service goals for the year, etc.

Bonuses were tied to productivity at less than a tenth of the agencies (8.8%). There were no

significant differences in the use of bonuses by agencies that did or did not have managed
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care contracts (Table not shown). In summary, bonuses were used by a substantial

proportion (over 40%) of respondents, and were awarded primarily on the basis of profits or

individual criteria determined by each agency.

All respondents were also asked about specific techniques their organization might

be applying to control the costs of providing home care (Table not shown). Reducing

administrative costs was a cost control strategy used by more than three quarters (78.8%) of

responding organizations. Several respondents anecdotally answered that their agencies had

no remaining administrative costs that could be reduced; this means an even higher

percentage of respondents had either already reduced administrative costs or were in the

process of doing so. Strategies aimed at assuring appropriate utilization and location of

home care services were popular with a substantial number of subjects. About a third of

respondents indicated that their organizations were using case managers to limit chronic

care use (36.5%), using case managers to limit eligibility (34.6%), or developing

contractual arrangements with providers for chronic care Services (32.7%). Only a small

number (15.4%) of respondents reported limiting benefits by using a copayment as a means

of controlling costs; some of these subjects stated they were doing so as a condition of a

third party contract they were fulfilling, such as a Medicaid program. Two agencies (3.8%)

(neither of which were HMOs) were trying to limit benefits by placing a total dollar amount

ceiling on services rendered.

Since success in managed care requires careful cost management, respondents were

asked whether their cost control methods for managed care clients differ from the way other

clients are managed. The majority, 82.6 percent, said there was no difference in the way
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they controlled the costs for managed care clients. This is interesting on two counts, both

because it runs against the expectation that managed care clients may be handled differently

from other clients, and more subtly, because it implies that if costs for all clients are being

managed in the same ways, the impacts of managed care may be hard to discern.

The differences that were noted in cost control methods for managed care and other

clients fall into two main categories: 1) an emphasis on utilization review and monitoring,

such as following prior authorization processes, using an external case manager to track

Service provision, applying more intensive critical pathways to guide the number of visits

delivered to clients, carefully tracking numbers of visits and outcomes; and 2) differences in

paperwork management, such as collecting less or specific data on managed care clients and

using forms to streamline documentation reporting efforts.

Administrative and Operational Costs of Managed Care

Respondents with managed care contracts were asked to compare the administrative

costs for managed care clients with those for other types of clients. Half (50%) the

respondents reported that administrative costs for managed care clients were more than

those for other types of clients. Almost half (47.8%) of the respondents reported that the

costs for managed care clients were the same as (43.5%) or less than (4.3%) those of other

clients (Table not shown).

Administrators were also asked whether there were operational activities that cost

more for managed care than for other types of clients. Almost 70 percent (69.6%) reported
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higher operational costs for managed care clients; these included increased time spent

communicating with managed care case managers and negotiating for visit authorization,

time spent negotiating and administering contracts, extra paperwork and time spent on

documentation, greater intensity of clinical efforts, need for extra staff, data collection

efforts and billing time. Respondents’ reasons for higher costs for managed care clients are

summarized in Table 4.43 below.

TABLE 4.43: OPERATIONAL ACTIVITIES REPORTED THAT COST HHAS MORE FOR
MANAGED CARE CLIENTS º

Number Percent

Reporting Reportin
Reason Given n=46 g :

% a º

Increased authorization/preauthorization time for visit approval 23 500
Communication time with managed care organization's case manager 23 50.0 a

Billing time 16 34.8 |
Documentation time/Extra paperwork and forms 9 19.6
Data collection for insurer 8 17.4
More or longer visits are required in less time/greater care intensity 8 17.4 º

Initial contract negotiations time and preparations 2 4.4 }
Other 1 2.2 }
"Respondents were asked to name all operational activities that cost more for managed care than for other
types of clients, so response rate exceeds 100%. }
Factors internal to agency operations, and factors relating to the external interface between

the home health agency and the managed care organization were both cited with

Comparable frequency. As one respondent put it, “Anything and everything to do with

managed care is more expensive. They are managing us to death!”

As shown in Table 4.43 above, half of the respondents (50%) named each of two

operational activities that cost more for managed care clients: time negotiating with

managed care case managers for visit authorizations, and increased communication time
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keeping case managers abreast of clinical cases. A third of the respondents (34.8%)

reported that increased billing time made it more costly to care for managed care than for

other clients. About a fifth (19.6%) of HHAs found that serving managed care clients

required spending extra time handling additional documentation and paperwork, Some of

which entailed special forms; slightly less than a fifth (17.4%) reported additional data

collection for the insurer was an extra cost when serving managed care clients. Increased

care intensity - more or longer visits in a shorter period of time - for managed care clients

was cited as an additional expense by almost another fifth (17.4%) of respondents. Nearly

70 percent (69.6%) of HHAs gave one reason, and more than half (52.2%) cited three

reasons why operational activities cost more for managed care clients than for others.

Businesses often benefit from economies of scale when performing more of a

particular activity, or producing more of a specific good. This would suggest that agencies

Serving more managed care clients would experience certain cost efficiencies. On the other

hand, the literature reports that many home health agencies are undertaking managed care

contracts at a loss, accepting deeply discounted rates in order to be players in the managed

care arena (Brill, 1995; California Association for Health Services at Home, 1995b). An

effort was made to gain a greater understanding of which of these possibilities was the

experience of HHAs in the sample. It was posited that there was an association between

managed care volume, as measured by the number of managed care contracts an HHA had,

and the cost of performing the operational activities necessary to fulfill these contracts. The

hypothesis was tested that agencies with more managed care contracts would be more likely
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to report that operational activities cost more for managed care clients than for fee-for

Service clients. Findings are summarized in Table 4.44.

TABLE 4.44: HHAS REPORTING HIGHER OPERATIONAL COSTS FOR MANAGED CARE, BY HHAS’
VOLUME OF MANAGED CARE CONTRACTS

NUMBER OF MANAGED CARE CONTRACTS

OPERATIONAL COSTS Low (1-2 contracts) High (> 3 contracts)
HIGHER

In % Il %
No 12 66.7 2 7.1
Yes 6 33.3+** 26 92.9% ++
Total 18 100.0 28 100.0

***Significant X when as .000.

Ninety-three percent (92.9%) of HHAs with a high number of managed care contracts, and

33.3 percent of HHAs with a low number of managed care contracts reported that

operational costs for serving managed care clients were higher than for fee-for-Service

clients. This difference was significant; zº = .00002. The hypothesis that having more

managed care contracts was associated with having higher operational costs for serving

managed care clients was strongly supported.

Management's Commitment to Managed Care

As was discussed in Chapter 2, Strategic or major change is facilitated by Senior

leaders of an organization. Therefore, agencies were asked about senior management's

Commitment to managed care. Five areas of management action were the focus of these

questions. It was hypothesized that agencies that had managed care contracts would report

º
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they were pursuing specified management activities significantly more often than agencies

that had no managed care contracts. The data supports these hypotheses. Responses are

Summarized in Table 4.45 below.

TABLE 4.45: HHA MANAGEMENT'S COMMITMENT TO MOVING INTO MANAGED CARE, COMPARING
AGENCIES THAT DO AND DO NOT HAVE MANAGED CARE CONTRACTS

Activity Expressing Management’s Number of HHAs Pursuing
Commitment To Managed Care These Activities

HHAs with HHAs with Sig.
Contracts No Contracts

n=46 %" n=6 % (8)

Meetings with administrative staff re: 43 93.5 4 66.7 0.095*
managed care

Meetings with related organizations re: 42 91.3 2 33.3 0.003**
managed care sk

Have a written report/planning document 34 73.9 2 33.3 0.064*
re: managed care

Meetings with Board or shareholders re: 32 69.6 2 33.3 0.099%
managed care

Developing financing system to support 34 73.9 l 16.7 0.01.1% +
managed care

Doing all of the above activities to move 21 45.7 () 0.0 0.036**
into managed care

Answers to the question, “In which of the following ways has senior management expressed a commitment to
move into managed care:2
* Significant 6) Fisher’s Exact Test, one-tailed, when O. c.1.
** Significant 6) Fisher's Exact Test one-tailed, when o 3.05.
*** Significant 6) Fisher's Exact Test one-tailed, when o s.01.

Responses indicate that the administrators of HHAS with managed care contracts were

significantly more likely to be engaging in these activities that express their commitment to

managed care than agencies with no managed care contracts. Nine out of ten agencies

(93.5%) with managed care contracts, compared with 66.7 percent of those without

contracts reported that senior management held meetings with administrative staff regarding

planning and implementation of operational and clinical activities related to managed care
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(9 = 095). Nine out of ten (91.3%) HHAs with managed care contracts, compared to one

third (33.3%) of HHAs with no contracts, had held meetings with related organizations

concerning managed care. This was a significant difference (C) = 003). The majority of

HHAs with managed care contracts (73.9%), compared to one third (33.3%) of those with

no contracts, had expressed their commitment to managed care in writing in the form of a

planning document or strategic plan (O =.064). Almost 70 percent (69.6%) of HHAs with

managed care contracts reported holding meetings with their shareholders or Board

members regarding managed care, compared to only a third (33.3%) of HHAs with no

contracts. At over seven out often (73.9%) HHAs with managed care contracts, senior

management was working on developing a system integrating health care service delivery

with the financing of care, or developing programs in which the HHA would share some of

the financial risk involved in service delivery; only 16.7 percent of agencies without

managed care contracts were doing so. This was a significant difference (G)=.011). Forty

five percent (45.7%) of respondents with managed care contracts reported that senior

management at their agencies were doing all of these things to move their agencies into

managed care, compared to none of the HHAs with no contracts.

It is noteworthy that there were significant differences between HHAs that had

managed care contracts and those that did not with regard to all five activities. Further,

these findings invite revisiting the model that change in organizations occurs when senior

management actively initiates strategic reorientation and redirection (Tushman and

Romanelli, 1985). As was discussed in Chapter 2, staff at different levels have distinct roles

to play in organization change. According to this model, strategic or major change that
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reorients the organization’s core activities or mission occurs when facilitated by executive

leaders of an organization, while administrative personnel are instrumental in guiding

incremental changes which enable the organization to continuously adapt to new challenges

and strategies (Tushman and Romanelli, 1985). The five activities described above are

Specific, concerted and strategic actions that are essential to focusing HHAS on managed

care, and to implementing systems and processes to accommodate the changing market

environment, yet they are not all necessarily initiated by senior management as the model

Suggests. Meetings with staff regarding managed care would seem to be a logical and

necessary adaptive strategy for all HHAS operating in heavy managed care environments.

Home care administrative managers - typically at the level of Directors of Nursing/Clinical

Services and Directors of Rehabilitation Therapy, depending upon HHA size and structure)

- were involved in responding and adapting to service delivery and morale influences of

managed care on their employees and access and utilization impacts on clients (see below);

this conceivably could occur long before agency senior management actively initiates the

agency’s own move into managed care. This picture seems even more plausible when

considering respondents’ reports that clients are confused about their benefits and what is

covered (see below). HHA administrative managers may be implementing incremental

changes and adjusting structures and systems in order to keep the agency running smoothly

and adapting to an evolving environment, and may be doing so for Some time before

executive level managers initiate other redirecting strategies.
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Steps and Strategies for Managed Care Effectiveness

As was discussed in Chapters 1 and 2, remodeling home health agency practices to

become successful in managed care requires significant and numerous changes. The

hypothesis was tested that HHAs with managed care contracts would be more likely to

report taking steps to operate effectively in the managed care market. More than eight out

often (88.5%) HHAs affirmed this goal (Table not shown). Agencies with managed care

contracts were significantly more likely to answer yes (91.3%) than HHAs without

managed care contracts (66.7%); this is a significant difference (X*=.075, significant when

O. K.1), supporting the hypothesis.

Respondents were also asked questions regarding specific steps they were taking to

become more effective in operating in the managed care market. Home health agencies

historically have been dependent upon Medicare referrals for the largest share of their

revenues (Rappaport and Wood, 1989) and the likelihood of changes in the Medicare home

health reimbursement system, such as prospective payment and managed care, has appeared

more recently. Therefore, it was expected that agencies attempting to become more

effective in the managed care market would be implementing new types of referral

Strategies to generate non-Medicare referrals in order to diversify their referral bases and

revenue sources. This appeared to be the case, with three quarters (76.9%) of all

respondents reporting that their organizations were implementing new types of referral

Strategies (Table not shown). Agencies with no managed care contracts reported they had

plans to develop new referral sources somewhat less often (66.7%) than those that already

had contracts (78.3%); these differences are not significant. This suggests that agencies
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already in the managed care business may be more motivated to develop additional referral

sources than those that have not moved into this new world of reimbursement.

Because the incentives for managed care are the opposite of those under fee-for

service health care, staff must reorient and restructure their approach to care delivery and

operational tasks (Brill, 1995). It was therefore hypothesized that agencies attempting to

become more effective in the managed care market would be directing resources toward

training staff about managed care issues. Respondents were asked whether their

organizations were training staff on managed care (Table not shown). As expected, three

quarters, (76.9%) reported they were developing or implementing programs to orient staff

to managed care service philosophies and mechanisms. HHAs that had no managed care

contracts were somewhat less likely (66.7%) to report this effort than agencies that had

managed care contracts (78.3%), but the differences were not significant.

Since one of the key elements of successfully gaining and maintaining managed

care contracts is to reduce costs, it was hypothesized that the majority of agencies would

report they were making efforts to streamline internal operations in order to be more

effective in the managed care market. This proved to be the case, with more than eight out

often (86.5%) respondents reporting their agencies were streamlining internal operations to

compete more effectively in the managed care market. Whether or not agencies had

managed care contracts made basically no difference in efforts to Streamline internal

operations. Agencies with no managed care contracts reported streamlining efforts nearly

as often (83.3%) as those with managed care contracts (87.0%); these differences were not

significant.
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To probe other issues in a more open-ended manner, administrators were asked,

“What are the three most important strategies your agency is pursuing to respond to

managed care?” Responses were grouped into related categories using qualitative analysis

techniques.
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TABLE 4.46: HHAS’ TOP3 STRATEGIES TO RESPOND TO MANAGED CARE
n=52

Number of Times

Strategies To Respond to Managed Care Strategy Was
Listed in Top 3

-
Il %

MEETING MARKET ENVIRONMENT DEMANDS
Become more efficient 18 11.5

Expand market share 12 7.7
Analyze and manage costs and reduce expenses 11 7.1
Change service mix: be a one-stop shop/add specialty services 9 5.8
Deliver quality care 6 3.8
Subtotal 56 35.

COLLECTING AND APPLYING DATA

Track utilization, productivity and other data 11 7.1
Implement critical pathways/outcomes/benchmarking measures 9 5.8
Computerize or enhance MIS & data collection capacities 7 4.5
Develop per episode or new reimbursement structures 2 1.2
Subtotal 29 18.

DEVELOPING PARTNERSHIPS AND NETWORKING

Actively seek contracts 10 6.4
Affiliate with a large provider or managed care system 9 5.8
Improve communications with Managed Care Organizations 4 2.5
Contracting - other issues 3 1.9
Subtotal 26 16.6

STREAMLINING OPERATIONS & ENHANCING PRODUCTIVITY
Educate staff about managed care 9 5.8
Implement major reorganization or management change 6 3.8
Subtotal 15 9.6

CREATING HEALTH PROMOTION OR CLIENT-FOCUSED
PROGRAMS

Serve clients in optimal location with appropriate care/holistic 9 S.8

Other strategies 1() 6.4
No additional strategies cited 11 7.1

TOTAL 156 100.0
Responses to question, “What are the three most important strategies your agency is pursuing to respond
to managed care?” Answers to the questions have been Summed for each of the three responses, so based
on n=52, total responses equal 156 and percentages are derived on 156 responses.
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As shown in Table 4.46, organizational and management responses to remain

competitive in the managed care environment fall into five major categories: meeting

market environment demands, developing partnerships and networking, streamlining

operations and enhancing productivity, collecting and applying data, and creating health

promotions or client-focused programs.

The most frequently reported strategies HHAs were pursuing were designed to meet

market environment demands; more than one third of the responses (35.9%) fell into this

category. Becoming more efficient was the top strategy of HHAs, mentioned more often

than any other (n=18). Internal restructuring to increase efficiency and efficacy and

learning about managed care as an organization are examples of this strategy. “We are

bringing down our costs more,” and “Be efficient with visits” are quoted examples of

heightened efficiency strategies.

Expanding market share was the response to market demand Strategy next most

frequently cited. This was being pursued in a variety of ways, including seeking preferred

provider status, establishing relationships with more physicians, redefining the geographic

area served, aligning through vertical integration or merging with related organizations to

expand markets, etc. Analyzing and managing costs and reducing expenses was another

important HHA strategy to meet market environment demands of managed care, mentioned

11 times; this strategy is closely related to the earlier cited strategy of becoming more

efficient, but the answers here centered on fiscal efforts to achieve efficiency. “We control

and decrease the cost per visit to be as efficient as possible. We use the least amount of

staff that is needed to get the work done still.” Changing service mix to become a one-stop
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shop, adding specialty services or in Some way carving out or distinguishing a market niche

was a strategy cited 9 times. Applications of these techniques may vary, for example.

“We are using marketing strategies that place hospice as an asset in what managed
care organizations can sell. We provide them with data that convinces them they
don't want to be without us.”

“We are defining our market niche So we can circumvent managed care.”

Six administrators specifically sought to deliver high quality care as a strategic means of

distinguishing their agencies from others in their markets. “We offer proof of consistent

quality and effective care via outcomes, case histories and studies.”

Collecting and applying data was the second most frequently identified strategic

arena for HHAS striving to remain competitive in the managed care market. Data collection

is essential to manage information and cope with uncertainty; such strategies assist

organizations to adapt their operations based on predictions they construct through

forecasting strategies (Scott, 1981b). Issues related to data collection were mentioned as

one of the top three strategies 29 times. Efforts to track utilization, establish and measure

productivity requirements or other data was one of the top three strategies for 11 HHAs.

Examples of quotes relating to these strategies are, “We have the ability to collect and get

good data,” and “We are looking more closely at acuity levels and the number of visits each

nurse makes.” Implementing quality and resource utilization measurement tools such as

critical pathways, outcomes and benchmarking measures were strategic responses to

managed care reported by 9 agencies. Typical of these responses was the statement, “We

are developing the means to measure what our agency does, in terms of cost and quality.”

Seven agencies were either purchasing hardware to computerize their data collection efforts
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or were enhancing their management information systems (MIS) and data collection

capacities.

Developing partnerships and networking was identified by 26 respondents (16.6%)

as one of the top three Strategic categories for HHAs responding to managed care. Actively

pursuing contracts was a top goal of ten agencies. Nine respondents identified affiliating

with a large provider or managed care system as a specific partnering goal designed to gain

dedicated market share, create closer ties for managed care contracts and sustain referrals.

Joining a statewide network to become part of a single point of referrals was a means of

protecting volume identified. These strategies represent specific techniques to expand

market share and thereby respond to the market environment demands described above.

Four HHAS reported working on internal means of improved networking by enhancing

communications with managed care organizations and their case managers. Methods such

as using identified clinical staff liaisons to work with managed care personnel, and

developing corporate network and contracts management departments are examples of this

type of strategy. Other contracting strategies were identified by three agencies. As one

respondent stated, “We investigate the precise needs of managed care clients and payers and

meet them individually.”

Streamlining operations and enhancing productivity was a competitive arena that

was mentioned as a priority fifteen times, as shown in Table 4.46. Two major efforts fell

into this category: educating staff about managed care philosophies, service delivery

mechanisms and techniques (5.8%) and implementing major reorganization or management

changes to accomplish this goal (3.8%). “Maintaining organizational continuity to support
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the staff to do their jobs and keep focused, ” and “Training staff to set clear goals and follow

through quickly,” are quotes that exemplify these approaches.

Creating health promotion or client-focused programs was ranked in the top three

strategic areas by nine agencies (5.8%). Efforts to keep clients at the center of service

delivery by delivering care at the appropriate location on the continuum, creating a seamless

delivery strategy, and ensuring that services accurately meet clients' needs were specifically

identified. “Coordination of care allows you to differentiate from your competitors and

demonstrate value to the payer that’s different.” A few agencies mentioned using a holistic

approach as one of their top strategies to respond to managed care.

Respondents identified ten miscellaneous management and other strategies for

responding to managed care. One respondent stated,

“(We are) managing by exception. We used to have time and energy to look at lots
of things. Now we have defined criteria and targets. As long as (the agency) hits
these, we don’t worry about anything else.”

Rationalizing practices by providing consistent care to all clients with similar circumstances

was another identified method to respond to managed care. Other miscellaneous response

“strategies” were stated more sardonically, such as “Survive!” and “Pray a lot!” Some

respondents were unable to list three top strategies, resulting in a total of eleven responses

shown on Table 4.46 as ‘no additional strategies’.

Administrators' Perceptions of Impacts of Managed Care on Their Agencies

The concluding section of the interview schedule included three questions soliciting

perceived impacts of managed care on the home health agency, staff and clients.

c

250





Administrators first were asked, “What are the two most important impacts of managed care

on your agency? For analysis purposes, responses were grouped into related categories;

since 52 administrators were each asked to give two impacts, their answers were Summed to

yield a total response for each category. These results, based on a possible 104 answers, are

reported in tables on the following pages.

Respondents were first asked about impacts on their agencies. Their responses are

summarized in Table 4.47. Fiscal impacts were most frequently identified as the most

important impacts of managed care on agencies; collectively, administrators cited fiscal

impacts almost four in ten times (37.5%). Decreased revenues and profit margins were the

single impact most commonly experienced, reported by 13 administrators (12.5%). “The

most important impact of managed care on my agency is the lack of compassion from

managed care organizations for continuous needs, especially Senior HMOs. (As a result

We are providing more charity care.” Although many administrators flatly stated they were

losing money or agency profit margins were shrinking as the result of managed care, a few

commented that managed care presented an opportunity for growth at their agency. Five

administrators (4.8% of responses) identified positive financial impacts of managed care,

either as the result of more efficient operations or increased revenue stream.

Closely related to the impact of lost revenue is decreased business and reduced

referrals, a managed care impact cited by 11 administrators (10.5%). As one administrator

Stated, “Our traditional referral patterns are disrupted because of new allegiances.” Another

Said, “We are being squeezed our of business by established networks.” Several of the

HHAs that did not have managed care contracts specifically identified loss of referrals as a

:
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managed care impact on their agency. Four administrators identified a need to understand

and control costs better, and three expressed concern about their agencies’ viability as a

result of managed care.

TABLE 4.47: HHA ADMINISTRATORS’ PERCEIVED TWO MOST IMPORTANT IMPACTS OF MANAGED CARE
ON THEIRAGENCY

n=52

Most Important Impacts on Home Health Agency

FISCAL IMPACTS

Decreased revenues/decreased profit margins
Decreased business/reduced referrals

Positive financial impacts
Need to understand and control costs better
Stimulates concerns about HHAs viability
Other fiscal impacts
Subtotal

MANAGEMENT AND OPERATIONS IMPACTS
Become more cost effective/Do more with less
Increased time for administration and authorization
Need for information management/good data
Requires shift in management mindset and care paradigms
Drives a push for strategic reorientation
Productivity impacts (increased workload and staff turnover)
Other management and operations impacts
Subtotal

SERVICE DELIVERY IMPACTs
Need to manage utilization appropriately/concern for quality
Need to be more efficient
Reorient the focus of care in some way
Other Service delivery impacts
Subtotal

No Impacts of Managed Care on Agency

GRAND TOTAL
"Responses to question, “What are the two most important impacts of managed care on your agency?"

Number of Responses

13
11

3

.
8

104

%

12.5
10.5

4.8
3.9
2.9

2.9
37.

5.8
5.8
5.8
3.9
3.9
3.9

32.9

100.0

Answers to the questions have been summed for each of the two responses, so total responses equal 104 and
percentages are derived based on 104 responses.
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Management and operations impacts of managed care on their agencies were rated

in the top two most important impacts by more than 3 in 10 respondents (32.9%). Six

administrators (5.8% of responses) reported a need to do more with less at the management

level, finding ways to become more cost effective. Six respondents noted increased

administration, planning and authorization time as impacts on the process of doing business.

Management information systems and sound data for informed decision making were

keenly felt impacts of managed care, also mentioned six times (5.8%).

At four agencies, managed care has forced a change in management mindset and a

reevaluation of paradigms about the quantity of care and resources to devote to cases; one

proprietary agency administrator stated that this shift in mindset had resulted in his HHA

providing Some care free. A poignant statement regarding the need to shift paradigms was

made by one administrator who stated, “We’d better stop thinking of hospice as a

movement because nobody in managed care cares.” Four administrators (3.8% of

responses) felt that managed care had driven a need for strategic reorientation through

marketing efforts, change in client mix, or developing a one-stop shop.

Productivity impacts were cited by four respondents as important operations

impacts of managed care; these included increased workload for management and staff and

higher staff turnover. Administrators also cited other managed care impacts on operations,

including the need to hire more staff, revise documents to reflect operations under managed

Care, and other resource-consuming activities.
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All but one of the 52 respondents cited at least one impact of managed care on their

agency; seven respondents were unable to identify a second important impact of managed

care on their agency.

Service delivery impacts were the third most frequently identified category of

impact on HHAs, as shown on Table 4.47; more than one in five answers (22.1%) fell into

this category. Impacts of managed care on service delivery reflected some of those

experienced in the HHA management arena. Administrators most often cited the need to

manage utilization appropriately (n=7), such as reducing Service levels for Some diagnoses

to give the right amount of care, and some expressed concern that tighter utilization control

could affect quality. An equal number of respondents stated their HHAs made changes to

increase efficiency in response to managed care (6.7%); in one case, this meant using more

versatile nurse generalists and fewer specialists to deliver care. Five administrators reported

a need to refocus care in some way, including shifting staff focus to more of a business

mode to support the goals of increased efficiency and appropriate utilization, focusing on

wellness and prevention, or having care become more client-centered.

Administrators' Perceptions of Managed Care Impacts on Staff

Administrators were next asked about the most important impacts of managed care

on their staffs; their responses are shown on Table 4.48. Service delivery impacts were

reported by a majority of agencies, with nearly half (47%) of the responses falling into this

Category. Seventeen agencies (16.3% of responses) reported a change in the nature of visits
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was a major impact of managed care. The kinds of changes reported varied to some extent

across agencies, and included emphasizing to staff the need to “get in and out quickly”,

working on a short-term and intensive basis and generally making fewer visits than before;

expecting staff to make longer visits to accomplish the full agenda of care; causing visits to

become more goal-oriented; emphasizing visit efficiency and staff productivity.

Perhaps in reaction to these changes in the nature of home visits, another reported

major area of managed care impact (13 responses) is HHA staff's perception that they are

not delivering quality care. “Staff are frustrated because clients are not receiving enough

visits,” is a representative quote on this issue. Respondents explained that in part, staff

equate fewer visits and less care with reduced quality, a conclusion that some administrators

rejected and others supported. Another dimension of the perception of reduced quality of

care is that staff feel they have less autonomy in caring for clients because of managed care

guidelines, critical paths and/or restrictions imposed by authorizing case managers.

Service delivery impacts of managed care also included shifts in care delivery

paradigms to accommodate managed care assumptions. These types of changes were

identified nine times (8.6%). Such reorientation includes rethinking the processes and foci

of care, shifting from an emphasis on the number of visits made to the outcomes achieved,

and in some instances, changing the process of care by altering the provider types, e.g.

using more clinical specialists to maximize short-term results with clients. Describing the

types of paradigm shifts managed care has required of her staff one administrator stated

that managed care has “forced them to look at each dollar aspect of health care, be more

efficient when they do visits, teach sooner and maintain high quality.” Another respondent
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stated, “Care management is channeled very differently. Staff are challenged to look

carefully at what is quality - how to keep quality without reduced service levels.”

These service delivery impacts were accompanied by increased workload for staff, a

managed care impact identified as primary by seven respondents (6.7%). Components of

increased workload included greater intensity of care and focus on promoting client

independence more quickly, increased paperwork and documentation for managed care

companies, and more time spent communicating with case managers seeking authorization

for various aspects of care, or keeping them apprised of clients’ status. This finding is

consistent with reports in the literature that home care nurses are making fewer visits under

Medicare, but working much harder while in clients’ homes (Baginski, 1995).

Three responses indicated positive service delivery impacts associated with

managed care, such as improved case management for clients, and greater accountability for

the full scope of clients’ care; these responses primarily came from HMOs which treated

clients across care settings.
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TABLE 4.48: HHA ADMINISTRATORS’ PERCEIVED Two MOST IMPORTANT IMPACTS OF MANAGED CARE
ON HHA STAFF

=52

Most Important Impacts on HHA Staff Number of
Responses

n" %
SERVICE DELIVERY IMPACTS

Change in the nature of home visits 17 16.3
Staff concerned they’re not delivering quality care/loss of autonomy 13 12.5
Need to reorient/rethink service delivery paradigms 9 8.6
More work for staff (i.e. documentation/communication with case 7 6.7
manager)
Improved case management & accountability for full scope of care 3. 2.9
Subtotal 49 47.0

MORALE IMPACTS

Increased frustration/decreased job satisfaction 14 13.5
Increased pressure to do more with less 9 8.6
Role Strain/Difficulty operating under conflicting paradigms 7 6.7
Job insecurity 4 3.8
Other morale impacts 3 2.9
Subtotal 37 35.5

MANAGEMENT AND OPERATIONS IMPACTS
Staff required to work more odd hours 2 1.9
Need to educate staff about managed care 2 1.9
Easier to get client information in integrated System/other impacts 2 1.9
Subtotal 6 5.7

FISCAL IMPACTS
Reduced staff salaries and benefits/less pay for more work 3. 2.9
Subtotal 3 2.9

No impacts on staff cited 9 8.7

GRAND TOTAL 104 Jos
"Responses to question, “What are the two most important impacts of managed care on your staff 7" Answers
to the questions have been summed for each of the two responses, so total responses equal 104, and that
number was used to calculate percentages.
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Morale impacts were the Second major arena in which managed care impacts

reportedly affect staff, mentioned 36 times (Table 4.48). A substantial number of responses

(13.5%) identified staff as experiencing numerous negative feelings, most particularly

frustration. Reasons cited include practitioners' frustration with providing a reduced level

of service, or less care than they perceive to be necessary, decreased involvement with their

clients, dissatisfaction with reduced autonomy in their roles because of case manager

control; related Staff impacts include depression, anger with operating under a managed care

system, and dissatisfaction with their jobs. One component of staff dissatisfaction was

expressed in this way: “Staff have less personal involvement with clients, so it’s less

rewarding.” Another administrator commented on staff exhaustion from operating in an

atmosphere of ongoing change: “There is no safety - everything is in flux. Staff are

fatigued in reaction to constant change.”

Another managed care impact on staff morale frequently identified by

administrators was pressure on staff to do more with less (8.6% of responses). Staff

difficulties complying with the demands of managed care contracts was a component of this

pressure reported by a few agencies. Seven responses (6.7%) indicated a primary problem

was that staff were experiencing notable role strain and were having difficulty operating

under competing paradigms of care; since agencies served a mix of clients and were

reimbursed by payers with conflicting incentives, there was ample opportunity for staff to

feel pulled, confused and pressured. Several respondents indicated that fluctuations in

client case loads or new staffing configurations they had undertaken at their agencies in

response to managed care had caused staff to worry about losing their jobs. Staff on the
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front line with clients also bore the brunt of clients' anger and confusion about changes in

home care services received, and this increased “flak” from clients further negatively

affected staff morale.

As shown in Table 4.48, management and operations impacts on staff were

identified as primary consequences of managed care a total of six times (5.7%). Staff

reportedly experienced these impacts through requirements to be on call more hours or

work an increased number of night or odd shifts. Administrators also perceived a need for

more staff education about managed care. A positive impact on operations was noted by

two respondents who felt that staff had an easier time procuring accurate client information

because care systems were integrated under managed care.

Respondents reported few (2.9%) fiscal impacts of managed care upon staff. Those

identified primarily focused on lower salaries, reduced benefits, or the perception that work

was harder for the same or less pay.

Administrators' Perceptions of Managed Care Impacts on Clients

Lastly, administrators were asked to identify the two most important impacts of

managed care on HHA clients; their responses are summarized in Table 4.49. Access and

utilization impacts were readily identified by more than half of the respondents. More

respondents prominently identified access and utilization impacts than any other single

category. The most important access impact reported (29 responses) was a reduced number

of visits and less care for HHA clients. “Clients don't get the care they really need,” was a
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comment made in various ways numerous times. Another administrator was a bit more

sanguine, “We may have overutilized in the past, so this may have caused us to tighten up.”

The literature shows some evidence that restricting access to specialists sometimes

has adverse effects on clients, posing particular risks for people in poor health

(Congressional Budget Office, 1995). Twelve respondents (11.5% of responses) reported

that clients were having difficulty accessing Services because of case management

restrictions, or were more restricted from Seeing specialists because of managed care

requirements. “Clients are sicker when they come home. They need more and get less.”

For clients who have chronic illness or severe acute conditions, limitations on access could

prove deleterious to their health and well-being (Meyer et al., 1996).

Clients are reportedly more confused about the types of services for which they

were eligible, the nature of care they should be receiving, and what types of benefits their

insurance covers as a result of managed care (7.7% of responses). Speaking about managed

care enrollment processes and their impacts on access to home health and other services,

Several administrators echoed this comment: “Clients are confused about what benefits they

give up for managed care.” Clients’ access problems are further expressed through less

choice of health care providers and agencies (4.8%). One respondent noted a positive

impact of managed care on access in recognizing that, in her experience, consumers had

become more educated about and able to accept resource limitations, and were better self

advocates for care than they were prior to managed care.

Service delivery impacts were the second most frequently identified impact of

managed care on home care clients (22 responses) (Table 4.49). To meet managed care
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stipulations for fewer visits, some agencies now ask relatives and friends of the client to do

personal care and light housekeeping which formerly were provided by home health aides

under Medicare (Baginski, 1995). The findings corroborate this trend. The most frequently

reported (10.6%) impact was that clients are expected to work towards independence and

assume responsibility for their care much sooner than they did prior to managed care.

A number of respondents stated that managed care has led to a strong emphasis on Setting

care goals with clients, and as a result, clients have clearer expectations for their care and

are more engaged in achieving their goals. The tone of these reports varied; some

respondents viewed these changes as positive, while others considered them to be

involuntary and sometimes inappropriate impositions on their clients.

Six responses identified improved integration and continuity of care as the result of

managed care, resulting in better care that more appropriately meets needs, and in the case

of HMO clients, guarantees their care. Three administrators stated that one of the two most

important impacts of managed care on their clients was that visit time was emphasizing

client education, wellness and limits of managed care benefits.
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TABLE 4.49: HHA ADMINISTRATORS PERCEIVED TWO MOST IMPORTANT IMPACTS OF MANAGED CARE
ON HHA CLIENTS

n=52

Most Important Impacts on HHA Clients Number of
Responses

— — ...
ACCESS AND UTILIZATION IMPACTS
Reduced number of visits/less care 29 27.9

Difficulty accessing services/reduced access to specialists 12 11.5
Confused about eligibility for services, care and benefits 8 7.7
Less choice of health care provider/agency 5 4.8
More educated consumers and self advocates for care l .9
Subtotal 55 52.8

SERVICE DELIVERY IMPACTS
Clients become independent or take responsibility for care sooner 11 10.6
Improved integration, appropriateness and continuity of care 6 5.7
Increased emphasis on client education, wellness, health benefits 3 2.9
Other service delivery impacts 2 19
Subtotal 22 21.0

CLIENT QUALITY AND MORALE IMPACTS
Negative feelings: feel angry/burdensome/fearful and frustrated 7 6.7
Reduced quality of care/health and recovery are at higher risk 7 6.7
Fear of control by payer■ pre-authorization barriers 3 2.9
No change in quality or outcomes l .9
Subtotal 18 17.1

FINANCIAL IMPACTS
Increased financial eligibility checks/assume care expenses more quickly 2 19
Subtotal 2 1.9

No impacts on clients cited
4-

1.9
Missing 5 4.8

GRAND TOTAL !04 99.5
"Responses to question, “What are the two most important impacts of managed care on your staff º'
Answers to the questions have been summed for each of the two responses, so total responses equal 104;
that number was used to calculate percentages.
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As shown in Table 4.49, morale and quality of care impacts experienced by clients

were the focus of 18 responses (17.1%). Seven respondents (6.7%) reported that clients had

many negative feelings associated with the changes in care that have accompanied managed

care. Clients were reportedly angry with the agency and staff, fearful and frustrated about

the amount of care they received and/or were asked to assume, had expressed that they felt

burdensome, and were shocked that their managed care organization didn't fully cover the

cost of Some care (i.e. hospice). An additional seven respondents stated that clients

experience reduced quality of care and reduced health as the result of managed care; several

respondents specifically identified that clients were at greater risk because they or their

inexperienced caregivers were being asked to assume too much responsibility for self care.

Three administrators stated that clients were concerned they would not be able to get

necessary care because of pre-authorization barriers, or feared their care would be controlled

by payers rather than their doctors. “The people controlling this aren't even medical people.

Prior authorizations and sometimes second authorizations are required.” A lone respondent

reported no change in quality or outcomes following implementation of managed care.

Only two respondents identified financial impacts of managed care on their clients

as most important (Table 4.49). One agency found they were checking finances and

client/family ability to pay at an earlier point in care, and another stated that clients were

having to assume expenses associated with care more quickly than they had prior to

managed care. Two respondents were only able to identify one most important impact of

managed care on clients.
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SUMMARY

This chapter has described the many ways in which managed care is affecting

Medicare-certified home health agencies making the transition to managed care.

Specifically, attention was focused on managed care impacts in the areas of financial issues,

agency characteristics and structure, services and utilization, and management and

operations. The findings provide numerous insights into the multifaceted effects of

managed care on HHAs, and highlight many similarities among HHAs' experience with

managed care, regardless of whether or not the agency had managed care contracts itself. A

Summary of the hypotheses and outcomes found in this study is presented in Figure 4.1.

The concluding chapter provides a discussion of key findings from this chapter,

implications for home health agencies, staff and clients are presented.

FIGURE 4.1: SUMMARY OF HYPOTHESES AND OUTCOMES

linking them with theories and concepts described in Chapters l and 2. Research and policy

Hypothesis
Financial Issues
Larger agencies derive a greater share of their budgets from
managed care revenues than Smaller agencies.

Multi-facility, HMO and chain/franchise agencies deliver higher
volumes of managed care than hospital-based and independent
HHAS.

Services and Utilization

HHAs with managed care contracts would be more likely than those
without managed care contracts to plan health promotion, early
intervention or education programs within next 2 years

HHAs with managed care contracts would more often be providing
prevention or early intervention services than agencies without
managed care contracts.

Outcome
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Agencies with managed care contracts would use a greater number
of full time employees than contract workers

Agencies with managed care contracts would use a greater percent
of full time employees

Management and Operations
Strategic planning efforts and plans for further restructuring would
be reported by proprietary HHAs more often than by nonprofit
HHAS.

Strategic planning efforts would be reported by HMOs, multi
facility and chain/franchise agencies more often than by hospital
based and independent HHAs.

HHAs owned by HMOs, multi-facility and chain/franchise agencies
would report plans to restructure within the next 1–2 years more
often than those owned by hospital-based and independent HHAs.

Larger HHAs would have a larger number of staff dedicated to
managed care client or contracts management information Systems
than smaller HHAs.

HHAs with more managed care contracts would be more likely to
report that operational activities cost more for managed care clients
than for fee-for-service clients.

HHAs with managed care contracts are more likely to report having
meetings with administrative staff re; managed care

HHAs with managed care contracts are more likely to report having
meetings with related organizations re: managed care

HHAs with managed care contracts are more likely to report having
a written report/planning document re: managed care

HHAs with managed care contracts are more likely to report
developing a financing system to support managed care

HHAs with managed care contracts are more likely to report having
meetings with Board or shareholders re: managed care

HHAs with managed care contracts are more likely to report doing
all of the above activities to move into managed care

HHAs with managed care contracts are more likely to report taking
steps to operate effectively in the managed care market than HHAs
without contracts
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CHAPTER 5: STUDY CONCLUSIONS AND IMPLICATIONS

OVERVIEW

Medicare-certified home health agencies which have flourished under a per-visit, fee

for-service reimbursement model increasingly are delivering care under managed care

reimbursement models and/or operating within market environments that are heavily

influenced by managed care. There is almost no information on the ways home health

agencies (HHAs) are re-engineering for managed care. Because they were in the earliest

Stages of responding to market pressures accompanying alternative reimbursement models,

the goal of this dissertation research was to examine ways in which home health agencies

were changing in response to managed care.

The research question was: How are Medicare-certified home care agencies in

heavily HMO-penetrated markets changing in response to managed care? Several issues

provide a framework for considering this question. Home health agencies are operating in a

highly competitive market. The multi-faceted changes underway in health care, described

in Chapters 1 and 2, have direct impact on home care providers. Environmental uncertainty

and dependence, arising from several specific dimensions in the marketplace (Aldrich and

Mindlin, 1978;Thompson, 1967; Dill, 1958), were the context in which these changes were

understood to be occurring. Extrapolating from Lawrence and Lorsch (1967), it may be

Surmised that greater degrees of change and reduced Stability in the environment elevates

the amount of uncertainty organizations face. As a rapidly growing sector of the health care

industry, home health agencies have been affected by the revolutionary and pervasive
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changes that have characterized the health care delivery system over the past two decades

(Scott, 1993). The theory of isomorphism suggests that organizations assume increasingly

similar forms as they attempt to conform to intractable environmental pressures (Hannan

and Freeman, 1977:957). Home health agencies are in a process of organization evolution

which demands examination, adaptation and redirection of strategic orientation (Tushman

and Romanelli, 1985).

In order to examine the home health agencies most likely to be on the forefront of

managed care, the participating HHAs were located in the eleven communities with the

heaviest HMO-market penetration nationwide. Senior home care administrators at 52

Medicare-certified agencies around the country were interviewed by telephone to gather

information on the impacts of managed care and their agencies. The interviews covered a

range of potential impact areas, including financial issues, current and planned partnerships,

revenue Sources, organizational structure, staffing, Service mix (including foci on case

management, utilization review and health promotion), data collection, strategic planning,

management strategies and responses to managed care. The data collected primarily were

descriptive, with both quantitative and qualitative components. Some simple statistical

analyses were also performed.

The primary hypothesis was that agencies with managed care contracts would

behave differently in several specified ways from those that did not have managed care

contracts. Several specific hypotheses regarding home health agencies responses to

managed care were linked to four major categories: financial issues, agency characteristics

and structure, services and utilization, and management and operations.
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Following a description of the study participants and data issues, this chapter

summarizes the key findings from these four areas of inquiry, and suggests future research

related to each. The chapter concludes with a discussion of overarching policy and research

issues regarding home care and managed care.

STUDY PARTICIPANTS AND DATA ISSUES

Since only a small percentage of home care providers was believed to be currently

engaged in managed care or capitated practices, data collection was anticipated to be

Somewhat difficult. In order to enhance the possibility of including HHAs that were

operating within a managed care environment, the sample was selected from the list of

communities with the highest HMO market penetration in 1994 (Decision Resources,

1994); communities with populations over 100,000 were included. Health maintenance

organization (HMO) market penetration was used as a proxy for the extent of managed care

involvement in a given community, since extensive HMO enrollment presumably would

exert significant managed care pressures upon all of the providers in that community.

The top eleven metropolitan areas by HMO penetration were identified, market

penetration in these communities, located all over the country, ranged from 46 to 64 percent

in 1994. It was determined that the number of home health agencies in these SMSAs was

Small enough to make it feasible to try to recruit all as Study participants. The initial

Sampling list of 75 agencies was contacted by phone to verify that they were in business,

retained their Medicare certification and delivered skilled nursing Services; those agencies
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that were either no longer Medicare-certified or primarily delivering long term care services

(90% or more of their business) were excluded from the final sample; this process created a

sampling frame of 64 HHAs. Although nearly 100 percent participation was anticipated,

out of a total of 64 agencies in the final sample, 52 completed the interviews and returned

the requisite materials for a response rate of 81.25 percent. Reasons for non-participation

were refusal for lack of time (7) and no response to repeated contacts (5).

Respondents were senior home care executives, identified as the people most likely

to have a perspective on the impact of managed care on their agencies and the strategies and

directions they would pursue on behalf of their organizations. They were asked to

participate in 30–45 minute telephone interviews that addressed a broad array of financial,

organizational development, services and utilization, staffing, strategic, management and

operations issues. Following the telephone interview, they were asked to return a brief

Statistical questionnaire which sought specific visit statistics, revenue and client mix

information.

Before summarizing the key conclusions and implications of the study, it is

important to revisit its limitations. The primary limitations of the study emanate from its

Small Sample size. For the purposes of feasibility for doctoral research, the study included

52 home health agencies from the eleven most heavily HMO-penetrated areas in the nation.

Because of the small sample size, it was not possible to conduct statistically reliable larger

analyses and multiple regressions. Although the sample selection process intentionally

emphasized home health agencies which had managed care contracts, the imbalance of

having 46 agencies with managed care contracts and 6 without any severely constrained
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data analyses, frequently restricting statistical analyses to just a few broad categories. A

larger sample and/or a different sample design could have ensured a greater balance of

agencies which did and did not have managed care contracts, making comparison of the two

easier and sharper.

In addition, Small Sample size made it impossible to undertake community analyses

of the data. In electing to draw the sample from the communities with the highest market

penetration, the states included in the study were California, Oregon, New York, Wisconsin,

Illinois, New Mexico and Iowa. About one quarter of the sample was from the

Albuquerque area, representing a larger proportion of the study sample than any other

community. The study did not include communities with populations of 100,000 people or

less. Other researchers have shown regional variations in home health service utilization

and access (Schore, 1994: Estes and Swan, 1994; Mauser and Miller, 1994), and it would be

informative to apply this lens to the issue of managed care impacts on home health care.

Because of the extremely rapid changes in the managed care market, some of the

communities which were included in the sample because they were one of the most highly

HMO penetrated markets at that time have been replaced by other communities.

Despite these limitations, the study provides new information describing home

health agencies that have been operating in intensive managed care environments. As the

result of a high response rate and participants who were very interested in the study subject,

often engaging in additional discussion to elucidate points, the study revealed rich

information. The descriptive and statistical information herein provide insights on how the
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fastest growing Sector of the health care industry is being affected by the rapidly changing

reimbursement environment.

SUMMARY, DISCUSSION AND RESEARCH AGENDA FOR FOUR KEY AREAS

FINANCIAL ISSUES

Home health agencies were similar in several key dimensions related to

reimbursement mix. Forty-six agencies (88.5%) had managed care contracts and the

remaining six did not. Sample HHAs received reimbursement from more than one source,

with the exception of one agency. Ninety-six percent of the sample received fee-for-service

reimbursement; nearly two-thirds of the sample also received non-capitated reimbursement.

Almost nine out of ten of the agencies received some type of managed care reimbursement.

Ninety-four percent of those with managed care contracts had non-capitated managed care,

and almost a quarter had both capitated and non-capitated managed care contracts.

Whereas the six HMO-owned agencies in the sample received about two-thirds of

their revenues from capitated and non-capitated managed care, HHAs owned by other

auspice types derived from 6-23 percent of their revenues from capitated and non-capitated

managed care sources; of the non-HMO owned HHAs, chain/franchise-owned agencies in

the sample derived the larger proportions of their revenues (23%) from managed care.

Larger HHAs did not derive a greater proportion of their budgets from managed care than

Smaller HHAs. The study found little difference in revenues for clients whose care was

reimbursed by different payers. Agency revenues were nearly proportionate to the amount
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of the caseload each client group represented; therefore, client mix payer sources were

basically parallel to the mix of revenue Sources.

For all home health agencies, the most common types of reimbursement received

were straight fee-for-service and discounted fee-for-service. Over half of the respondents

also received per diem reimbursement. For agencies with managed care contracts, the most

common reimbursement type was discounted fee-for-service (FFS), with more than two

thirds of respondents reporting this source; the bulk of non-capitated managed care reported

by HHAs was reimbursed in this manner. (It should be noted that while discounted fee-for

Service contracts are not capitated, they do require HHAS to accept payment for services at a

reduced rate than that received for fee-for-service clients; HHAs must deliver services

within the contracted rate, or they lose money).

HHAs in the study received 56.6 percent of their revenues from Medicare fee-for

Service, and an additional 8.5 percent from Medicare Cost- and Risk-based HMOs for a

total of 65.1 percent of revenues from Medicare sources. This is slightly higher than

marketing research figures showing a national average of 64.4 percent of revenues from

Medicare payments to home health companies in 1994 (Ronningen, 1997a); however, this

figure lumps together as “home health companies” HHAs, infusion, respiratory or home

medical equipment suppliers, so does not provide an HHA-industry specific figure and

therefore may not be directly comparable.

The sample was more homogeneous than diverse with regards to the types of

managed care contracts they had. Of the forty-six agencies that had managed care

contracts, 75 percent had contracts with health maintenance organizations (HMOs). Almost
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70 percent of the HHAS had 1-5 managed care contracts, and about 90 percent had no more

than 10 contracts.

Agencies were similar with regards to the length of their experience with managed

care. Reporting on all of their managed care contracts with managed care organizations and

other providers, the majority of the respondents were relative newcomers to managed care;

60 percent of the agencies had received their first managed care contracts within the past

five years, and 96 percent had received their managed care contracts within the past ten

years.

Seven out of ten of the respondents reported that managed care was profitable for

their agencies. There were a number of voluntary comments to the effect that managed care

business was only marginally profitable, or only would be so for a limited period of time;

this suggests that managed care may be less profitable than fee-for-service, but still

profitable overall for HHAs. Average revenue from managed care was $724,908 and

represented an average of 19.4 percent of HHAs budgets.

Profitability in the managed care business was not associated with experience with

managed care over time (years since receiving the first managed care contracts), but must be

related to a number of other factors which this study did not identify. This would be a

fertile area for further research.

Uncertainty is a prevailing characteristic of the environment in which home health

agencies are functioning. Bridging strategies that link organizations to each other are a

means of managing organizational uncertainty; organizations may ameliorate their
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individual deficits and gain power through interdependence with others (Scott, 1992).

Developing partnerships is a bridging strategy that can help HHAS to cope with uncertainty.

Home health agencies appeared to be similar in their efforts to increase their

interdependence as reflected in their reported plans to forge partnerships within the next 12

to 24 months. Almost half of the sample planned to partner with hospitals, health systems

or hospital based networks, and an equal number reported plans to partner with other home

care organizations in this time frame. Almost four out of ten HHAs planned to partner with

HMOs or managed care organizations in the next 1 to 2 years.

Since statistical tests were not significant, it was concluded that HHAs with more

managed care contracts were no more likely to report plans to develop new partnerships

than HHAs which currently had fewer managed care contracts. This may be because there

were only a limited number of partners available in a given community, so whether or not

agencies had contracts already had no bearing on their ability to compete for contracts with

the limited number of available partners.

Agencies were also similar in their goals for the managed care partnerships they

were planning. Organizations operating rationally seek to seal off their core technologies -

the resources that are essential to their operations - from environmental influences

(Thompson, 1967). The extent to which HHAs have access to resources that are available

in their environments is a dimension that affects their dependence on their environments

(Scott, 1981b). Therefore, it was expected that HHAs would identify partnership goals that

would stabilize the external environment, add predictability to or protect their internal

Operations.
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Scott (1992) argued that an organization's dependence is contingent on the extent to

which the organization confronts a set of environmental entities whose actions are

coordinated or structured. HHAs are operating in an environment that is increasingly

coordinated and structured as the result of vertical and horizontal integration,

reimbursement mechanisms, regulations and accreditation requirements. Other

organization's partnerships both contribute to this structured environment, and increase the

competition for individual HHAS, by luring away and committing key referral sources to

other players.

The finding that 62 percent of respondents reported that the most important goal of

their planned partnerships was to remain competitive with other providers illustrates HHAs’

pervasive need to enter the market through partnerships; in this way they may reduce the

uncertainty they experienced as a result of their dependence on an environment that was

already highly structured and coordinated - partly as the result of other organizations’

partnerships.

For HHAs, controlling the volume of business is a key dimension of managing

environmental influences on their agencies. Partnerships help HHAs to gain referrals by

attracting dedicated market share from other sources. The findings showed this was a

primary goal of HHAs. The majority of agencies in the study reported they sought

partnerships in order to increase referrals (58%). Another way for HHAs to attract referrals

in the managed care market environment was to become more horizontally integrated, or

become a “one-stop shop”. Over half the respondents (52%) stated their goal for

developing partnerships was to expand their service offerings. By entering into partnerships
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with other organizations, HHAS may offer a broader array of services and become more

comprehensive Service providers; expanding Service offerings may also be a way to provide

higher quality care because it allows more services to be coordinated by a single agency.

Pfeffer and Salancik (1978) identified the degree of interconnectedness or isolation

of an organization in relation to other entities whose actions may impinge upon them as a

factor affecting environmental uncertainty. By partnering or networking with other

organizations, HHAs can reduce environmental uncertainty by increasing their

interconnection with other health care organizations; becoming part of a larger alliance may

make agencies more attractive to managed care organizations Seeking contractors. In fact,

almost half of the respondents identified positioning their HHAS for managed care contracts

as a goal of planned partnerships.

However, the majority of HHAs in the sample are still not formally interconnected

with other providers, as registered by the number of HHAs participating in risk-sharing

agreements with other providers. Almost two thirds of HHAs (n=46) did not share risk for

managed care with any other providers, bearing it all themselves. Of those organizations

involved in risk sharing, their partners in risk primarily were HMOs and managed care

organizations (26.0%), followed by hospitals and integrated health care systems (10.9%).

Scott (1993) notes that organizations may become more dependent upon those with

whom they establish relationships. Perhaps the reason for the fact that only one third of the

HHAs with managed care contracts were involved in risk sharing agreements has to do with

concerns about dependence. By contractually linking their fates, risk sharing may be

construed as increasing dependence upon other partners. For most agencies, these partners
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tend to be larger entities which the HHA cannot readily control. As one HHA administrator

put it, “We home care folks are like the tail wagging the dog.”

HHAS listed other strong reasons for partnerships. About half the respondents

stated they planned partnerships with the goal of cutting costs by providing care in the least

intensive care setting. This goal reflects two pressures inherent in the current market

environment: the need to cut costs, and the importance of delivering care in the most

appropriate setting.

Probably the most striking result of this study is how little difference there appears

to be among home health agencies in heavily HMO-penetrated markets, regardless of

whether they have managed care contracts. Overall, far greater variation among agencies

was expected than was found by the study. Why do home health agencies in heavily HMO

penetrated managed care markets seem to be so similar? Several answers to this question

may be offered. It is possible that small sample size explains the fact that few differences

were found among HHAs participating in the study. It is plausible that a larger sample

would have included a broader mix of agencies and identified more agencies that both did

and did not have managed care contracts. It is also possible that this research examined

HHAs after the most change had already occurred. The intent of choosing a sample of

agencies in the most heavily-HMO penetrated markets was to focus on the agencies most

intensively experiencing the influences of managed care; the expectation was that this

process would have been actively occurring and not fully evolved. Instead, the study

inadvertently may have examined HHAs after they had substantially accommodated to

managed care. The point at which managed care penetration globally influences all of the
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home health agencies in a community is unknown. It would be important for future

research to record attributes of home health agencies “before” and “during” the move to

managed care within their communities.

It can be argued that the market pressures and reimbursement forces of managed

care powerfully conspire as a force towards homogeneity among home health care agencies

in a community (Scott, 1981b; Hannan and Freeman, 1977; Thompson, 1967). It may not

be possible to disentangle the effects of heavy HMO-market penetration and other market

pressures that are multifaceted and pervasive in their influence on the current health care

delivery system. Perhaps the reason why agencies looked so similar is broader than heavy

HMO market penetration; the fact that all HHAs were trying to be successful in a market

that was the same for all could be a more inclusive explanation. Gaining managed care

contracts was one important way for HHAs to stay in business, but very possibly not the

only way.

This research has provided a description of HHAs that have survived and adapted in

the managed care market over time. The fact that almost all of the data shows no

significance among agencies that did and did not have managed care contracts supports the

conclusion that agencies in heavily managed care penetrated communities and their

asSociated markets behave in similar ways, regardless of whether they have managed care

COntractS.

The findings demonstrate that in areas where HMO market penetration has reached

the highest levels, a very high percentage of agencies had managed care contracts; only 11.5

percent of the sample did not have managed care contracts. When agencies served managed
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care clients, all clients received home visits of similar duration, although there were notable

differences in the days of care and number of visits provided depending upon

reimbursement type.

Future research examining financial impacts of managed care on home health

agencies should identify the characteristics of agencies that have profitable managed care

businesses. Are length of time in business and/or length of time since receiving the first

managed care contract key predictors of financial success? The fact that 70 percent of the

Sample reported that managed care was profitable may be inconsistent with HHA worries

about their financial situations under managed care. Although some may question whether

HHAs are overreacting to concerns about viability under managed care, HHAs fears may

be based on lack of information about costs and expenses. By improving their ability to

track expenses more definitively, HHAs may be able to predict their expenses more

accurately and thereby reduce the anxiety that accompanies uncertainty.

This study also attempted to gain information about the comparative rates of

reimbursement for client groups with different payer sources. It was not possible to get

sufficiently refined information from HHAs regarding the actual number of clients and

respective amounts of revenues each group generated from different sources; even if

agencies had been able to report this data accurately, the Small sample size likely would

have hindered efforts to answer this question adequately. It would be important for future

research to identify whether some client types are more profitable than others, depending

upon payer source. If so, does this result in cost shifting to other client groups, and is this

acceptable? Are federal reimbursement levels for Medicare and Medicaid home health care
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clients appropriate? In the interests of equity and access to care, it would seem that optimal

rate setting should make it equally profitable for agencies to care for clients regardless of

their payer source.

AGENCY CHARACTERISTICS AND STRUCTURE

Agencies in the sample varied with regard to their characteristics and structure. Just

over half the sample were nonprofit or public agencies, and the remainder were proprietary

agencies. Participants were asked to identify their agencies' primary and secondary

business, defined as the largest and second largest volume of Service provided. The

majority, about 70 percent of the sample, identified their primary business as Medicare

certified HHAs providing skilled nursing care. About a quarter of respondents had no

Secondary business. Private home care and paraprofessional home care aide Services were

the Secondary businesses of one quarter of the sample. Of the 46 HHAs with managed care

contracts, all but one agency operated their managed care business within their Medicare

certified agencies; about a fifth of these HHAS also conducted managed care business in

other entities, reflecting upon the vertical and horizontal integration of HHAs.

A spectrum of agency ownership types were included in the Sample. Independent

agencies comprised more than a third of the sample, while hospital based agencies and

those owned by a health care system or multi-facility organizations (defined as vertically

integrated systems with a single owner) together represented another third of the sample.

Just over a tenth of the sample HHAs were owned by HMOs.
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The sample included agencies which had been in business for a wide range of years.

The youngest agency in the sample had been in business for 2.5 years, and the oldest was

established 115 years ago. About one fifth of the sample were new agencies which had

opened their doors five years ago or less. Nearly two fifths were established agencies which

had served clients for more than 10 years. The mean age of agencies was 20.4 years old.

Since agencies varied in size, they varied greatly in the number of personnel

employed. One quarter of the HHAs had fourteen or fewer employees, and another quarter

of the agencies had 15-30 employees. Wide variation in the use of contract workers was

reported, ranging from none to 600. The mean number of full time employees was 76, the

mean number of contract workers was 26.5. Variations in staff mix were also noted by

agency ownership type. Contract workers made up nearly one half of the work force for

corporate-owned HHAs, as compared to a fifth or less of the work force for all other types

of HHAs.

Organizations may apply a variety of techniques to mitigate against uncertainty

(Scott, 1981b), particularly focusing on ways “to seal off their core technologies from

environmental influences” (Thompson, 1967, p.19). By stimulating demand for outputs

(home care) or actively reaching out to suppliers (payers and other referral sources), HHAs

may level or smooth fluctuations in their revenues. Conceptually, managed care contracts

should serve as leveling or smoothing strategies because they assure both a certain volume

of work and a baseline income.

Although HHAs with managed care contracts should be able to rely upon a flow of

clients and revenue, this did not affect the staff mix of sample HHAs. The study found that
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agencies with managed care contracts were no more likely than other agencies to have a

staff comprised of more full time than contract workers, or to use a greater percent of staff

who were full time. This is another area in which agencies that did and did not have

managed care contracts appeared to be similar.

Although the literature on organizational change described in Chapter 2 suggested

that differentiation may be expected in larger organizations during times of change, such

differentiation was not reflected in respondents’ staffing arrangements to deliver care to

managed care clients. Nearly nine out often HHAs reported using the same staff, instead of

Separate teams, to deliver care to managed care and all other clients; in a few instances,

agencies were using different case managers for their managed care clients. Analysis of

staffing practices by agency size showed no significant differences among HHAs.

Several explanations may be offered for this finding. One possibility may be that

the study missed an earlier interim period in which mixed team use occurred. It is possible

that sample agencies were no longer “in a time of change”; if they had operated in a

predominantly managed care-oriented market for some time, their client mix may have

already changed substantially, obviating a need to differentiate between client

reimbursement types. Adaptation models of organizational evolution emphasize that

incremental change occurs and equilibrium shifts as more effective organizations adapt to

environmental threats and opportunities (Tushman and Romanelli, 1985). Population

ecologists have argued that “organizations within populations become more homogeneous

as they converge on a common set of techniques and know-how” (Astley, 1985). These

models suggest that HHAs may have adapted their internal processes to accommodate all
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clients homogeneously as, over time, the threat of market pressures for cost containment

and the presence of managed care clients in notable numbers caused agencies to treat other

clients in similar ways.

A second explanation may be related to limitations of the sample, as described

earlier. The sample may not have included an adequate number of agencies of larger size to

sensitively measure this question.

SERVICES AND UTILIZATION

Sample agencies varied considerably in size, as measured by number of clients

Served in a year, and number of visits made to those clients. The number of clients served

ranged from 254 to 2,756, with an average of 2,180 clients in 1994. Concomitantly, there

was wide variation in the number of visits made to clients. The sample as a whole made a

total of 2,326,485 visits to clients in their homes. The mean number of visits made was

approximately 45,500, although there was a wide range, extending from 72 - 371,554.

Compared overall, agencies were more similar in average length of stay (ALOS),

the number of days they kept their clients on the caseload (days of care). Although average

length of stay ranged from 10 to 365 days, the mean was almost 55 days, and the median

was 45 days. Schore (1993) found considerable regional variation in mean episode length

ragning from 25 days in western states to 100 days in Southern States. Regional analysis of

length of stay was not possible here due to small sample size, but would be interesting to

Study with a larger sample of HHAs in heavily HMO-penetrated communities.
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The average number of visits provided to clients also varied among responding

agencies, ranging from a low of 2 to a high of 126 with mean of 28.9. This mean is

considerably lower than the 67 home health visits reported per person as the national

average in 1994 (Health Care Financing Administration, 1995). This difference of an

average of 38 visits per person may be suggestive of the overall impact of heavy managed

care penetration on health care providers within a community. This finding seems to

exemplify theorists’ contentions that market pressures and environment within a

community causes organizations to emulate one another and create pressures for

homogeneity (Scott, 1981a, Hannan and Freeman, 1977; Thompson, 1967).

Since home care visits vary in length depending upon the tasks to be accomplished.

respondents were asked for the average length of home care visits, in minutes. The study

found that visit length varied considerably; visit length ranged from 30 to 180 minutes. The

average home visit took 80.9 minutes; this average was comparable across HHAs in the

Sample, regardless of contract status. Although it was not possible to test for significance,

the minimum visit length reported for capitated clients was 60 minutes compared to 30

minutes for other client types; these differences seem to support reports (Baginski, 1995)

that managed care clients receive more intensive home care.

Findings suggest that although agencies were still heavily dependent upon

traditional fee-for-service reimbursed clients, a substantial number of HHAs had established

themselves in managed care, primarily through non-capitated approaches. For all 52

HHAs, fee-for-service clients represented 79 percent of the caseload, capitated clients

represented 7.5 percent and non-capitated clients made up 13.3 percent of the caseload. In
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comparison, of the 46 HHAs with managed care contracts, an average of 76.5 percent of the

clients were reimbursed by fee-for-service, traditional Medicare and private insurance

payers, about 8.5 percent were reimbursed by some type of capitated managed care

arrangement, and 15 percent of the clients were reimbursed by Some type of non-capitated

arrangement.

Utilization Differences Based On Reimbursement Type. Past studies of differences

between HMOs and fee-for-service providers with regard to outcomes, appropriateness and

service utilization have shown that HMOs have incentives to minimize certain types of

Service utilization, especially in hospital services (Parker and Polich, 1988) and have also

provided reduced levels of home health care services (Shaughnessy et al., 1994c).

Therefore, it was anticipated that differences in average length of stay (ALOS) or number of

days of service would be found according to reimbursement type. Both capitated and non

capitated managed care clients in this sample experienced 26 percent fewer of days of care

than fee-for-service clients. Although it was not possible to test these differences for

significance, the fact that managed care clients in the sample received an average of 15

fewer days of care than fee-for-service clients is noteworthy.

Managed care clients in the study also received fewer visits than fee-for-service

clients. While the average fee-for-service client received a mean of 32 home care visits,

capitated managed care clients received a mean of almost 12 visits, about 65 percent fewer;

non-capitated clients received about 28 visits, 12.5 percent fewer visits. These numbers

reflect greater differences in visit quantity between managed care and traditional fee-for

Service clients than has been reported elsewhere (Schlenker et al., 1995).
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Findings show that agency ownership may contribute to differences in the amount

of care provided. In comparing the length of visits provided by agencies owned by different

auspices, differences in visit length were greatest between the chain/franchise agencies and

other ownership types; these differences were especially notable for capitated managed care

clients where the latter reported mean visits of 2 hours duration, compared to 70-80 minute

visits for hospital based and independent, and multi-facility system and HMO ownership

categories.

The findings that HHAs in the study provided fewer days of care and fewer visits to

their managed care clients than their fee-for-service clients corroborates the validity of

questions about underutilization of care for managed care clients, or overutilization of care

for fee-for-service clients. Past research on service utilization has found differences among

agencies owned by HMOs, traditional fee-for-service and contractual home health agencies

(Shaughnessy et al., 1994c); the findings herein suggest that further research on differences

between specific agency auspices may provide additional, important insights into

understanding utilization differences. Future researchers should be aware that getting this

type of utilization information is difficult because many agencies do not keep careful

records of actual time spent in the home, and do not always track these differences

according to payer.

One of the major concerns about managed care is the possibility of underutilization

of services. In fact, this study identified real differences in the average number of days of

care managed care and fee-for-service clients receive, 42 days and nearly 57 days,

respectively. The importance of each additional home care visit is uncertain because little is
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known about the marginal benefit of each visit. Operating in this information void, neither

managed care organizations nor home health agencies have objective facts to justify the

need for a visit. Lacking information to prove that problems will result for lack of service,

managed care personnel authorize fewer visits in response to the financial incentive of

trimming costs (Brill, 1995). Authorization determinations would be aided by outcomes

research demonstrating the effectiveness and utility of specific treatment and visit regimens.

Service Mix. Agencies were similar in the service mix they offered their clients. As

would be expected, all HHAs offered the core services required by Medicare (RN, home

health aide, rehabilitation therapies, and social work). Reflecting the increasing level of

technology in home care (Humphers-Ginther, 1994), infusion therapies were offered by

nearly all HHAs. Although more than half the HHAs offered home medical equipment,

about a fifth of all respondents provided this service on contract, probably reflecting the

Medicare billing requirements discussed in Chapter 2. Surprisingly, about a quarter of

respondents did not offer case management services, defined as Services designed to

manage resources and services.

All but 4 HHAs, over 90 percent, offered the same services to their managed care as

to their non-managed care clients. However, about a fifth of the organizations offered one

or more additional services exclusively to managed care clients; the Services mentioned

were perinatal care and bereavement counseling.

These findings may be partially explained by the fact that differences between

medicine in the fee-for-service sector and HMOs are narrowing rapidly. “The nine often

Medicare recipients who are not in HMOs are increasingly receiving care from providers
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who are affiliated with these plans, and those providers are beginning to change their

practice patterns under pressure from private sector payers.” (Meyer et al., 1996, p. 22).

Access to Services. The argument that similarities exist among home health

agencies regardless of managed care contract status was supported by findings in the arena

of service mix. About three quarters of sample HHAs stated there were no differences in

clients' eligibility for services, regardless of managed care status. A sizable minority of

participants identified a variety of practices that affected eligibility and therefore service

provision. With one exception, these appeared to be restrictive rather than beneficial to

clients. This raises the issue of access for non-managed care clients. Although some

proponents of managed care (Davis, 1986) have argued that capitated plans may motivate

and enhance flexibility to provide the services that are truly needed and deliver them in the

most appropriate location, this has not been the experience of many study respondents.

Access to these services was indirectly raised as a concern in several venues. First,

many respondents commented that although they offered the same services to both

managed care and all other clients, eligibility for those services was more restricted for the

managed care clients. Some administrators pointed to prior authorization requirements for

managed care clients as a constraining influence on clients’ access to care: “(Agencies

must) [G]et prior authorization or eat the cost.” Other respondents noted a shift in the

nature of the care authorized, “In general, HMOs don't want to provide the Services needed

for homebound clients” was typical of these remarks. The previously discussed findings on

Service utilization tend to lend credence to this comment.
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A second concern was raised about changes in service mix resulting in more

similarities among provider types and potentially resulting in reduced access to Services.

Some hospice providers expressed anxiety that managed care and financing changes will

cause the demise of their specialty niche. Their concerns were framed as “fear of the

Medicare hospice benefit being dumped into managed care”, and “fear of managed care

pigeonholing hospice as just home health"; in other words, loss of a distinct hospice

mission and philosophy that would result from unbundling hospice services. Hospice

providers have sought to distinguish their services from home health agencies that serve

dying clients because there are differences in the philosophy and mission of these two types

of in-home care providers (National Hospice Organization, 1997: Brenner, 1995).

Comments from the present study indicated that some hospice providers were concerned

that hospice care would be construed by payers and policy makers as just one more service

line, and that this diluted conceptualization would result in the dismantling of hospices as

distinct provider entities with their own exclusive reimbursement mechanism (Medicare

Hospice Benefit). This could result in reduced patient access to hospice services as

currently defined by hospice organizations. Researchers, payers and policy makers should

carefully evaluate whether the blurring of home care service lines is resulting in a

homogenization of services, and if so, assess whether that is a desirable outcome. Possibly

Such impacts may best be assessed by research on comparative outcomes of terminally ill

clients served by home health agencies and hospices; a comprehensive comparison of

clinical outcomes (pain and symptom management), utilization of acute, outpatient, home

e
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care, long term care and ancillary services, and financial impact on payers and clients would

be important dimensions to include.

Changes in Service Mix. The literature review suggested that changes in Service mix

and utilization would be occurring in response to market pressures and managed care (Eli

Research. 1996g; Brill, 1995; California Association for Health Services at Home. 1995a;

Caplan, 1995; ... home health line, 1995). The types of changes to be expected were in

Some ways, contradictory. The pressure to increase horizontal and vertical integration to

become a “one-stop shop” suggests erring on the side of service inclusion, while cost

containment pressures and competition from other providers might encourage a strategic

HHA manager to decide to eliminate or streamline services.

The study looked at both potential directions for changes in service mix. The

findings that 25 percent of all agencies added services in the past year because of managed

care and only 2 percent eliminated them suggests that the pressures to refine service mix

were not competing. Rather, it appears that agencies were moving towards becoming

comprehensive providers of service. It was expected that Some narrowing and refinement

of Service mix would have been occurring as agencies eliminated those services that were

less profitable, and it was surprising to find so few agencies actually had done so.

There are two possible explanations for the finding that few services were

eliminated in the past twelve months. The first is that agencies may be pursuing a “loss

leader” approach. By offering all services regardless of the profitability of each, agencies

have a better opportunity to gain dedicated market share and increase the number of

committed customers. In so doing, they move towards creating the one-stop shop that is

º
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desired by payers (Caplan, 1995). This explanation is also consistent with the finding that

one quarter of all the HHAs reported they had added services in the past year because of

managed care. A second explanation may be that the one year time frame for the question

did not fit the period in which service mix refinement occurred; perhaps changing the

service mix is an activity that occurs earlier in the transition to managed care. The factors

that drive changes in service mix and the timing of service mix refinement is an area for

further research.

Case Management. Case managers were used by every organization in the study

that had managed care contracts (n=46); their duties always included coordination of care,

and at many HHAs, they also provided direct clinical services. Case managers were most

frequently assigned to clients on the basis of geographic area, allowing agencies to make

efficient use of staff and client time by minimizing staff travel time. About one third of

respondents reported their agencies assigned case managers on the basis of the client's

diagnosis or the clinical specialty of the staff person. This technique reflects differentiation

and specialization of staff as suggested by the literature (Lawrence and Lorsch, 1967). With

regard to the timing of case management involvement, case managers were assigned upon

client admission at about 90 percent of agencies. All respondents with managed care

contracts used RNs as case managers, and for about half of the agencies, registered nurses

were the only discipline filling the case manager's role. Other disciplines were used as case

managers far less often; physical therapists were used as case managers for Selected cases at

almost one third of sample agencies, and social workers served as case managers at only

about a tenth of the HHAs.
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While all HHAs reported using case managers, the goals for case management

utilization varied among agencies. Given the literature's emphasis on the importance of

cost containment and stronger utilization review as a by product of managed care, it was

somewhat surprising to find that only half of the agencies rated as highly important the

HHA case management goal of tracking resource utilization. Compared to the other goals

for case management (which between 98 percent and 74 percent of respondents rated as

highly important), this goal is rated considerably lower than the others. Given the resource

constraints typically reported as a result of managed care, this rating seems low; (for

example, 80 percent of respondents rated containing costs as a highly important goal of case

management). In seeking an explanation for this comparatively low rating, several

questions arise. Are HHAs placing less importance on case managers tracking resource

utilization because they have other ways to track resource utilization? Have HHAs perhaps

determined that resource utilization is a comparatively small contributor to cost

containment? Have HHAs determined they have no way to curb utilization effectively? Or

is resource utilization an input that is, in fact, not an expense because HHAs receive

commensurate reimbursement for supplies and this precludes the need to track resource

utilization? Further research to identify the reason(s) why tracking resource utilization is

rated So much lower than other goals of case management would then highlight the

appropriate policy implications. For example, if current reimbursement mechanisms

provide no incentives or disincentives to tracking resource utilization, these mechanisms

may need to be revised.
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Health Promotion, Early Intervention and Wellness Services. The literature review

(Meyer et al., 1996; Miller and Luft, 1994) and the incentives integral to managed care

suggested that health promotion, early intervention and wellness services would be

important areas of Service development by HHAs operating in heavily managed care

oriented markets; however, because current HHA reimbursement mechanisms generally do

not reimburse for these types of services, it was expected that comparatively few of these

services would actually be offered. Surprisingly, almost nine out of ten HHAs offered some

type of health promotion or early intervention services. The majority of these services were

offered by agencies offering flu shots or other vaccines (62%), or blood pressure checks and

participating in health screening fairs (60%); these were standard Services that many

agencies used for outreach and as part of their publicity/marketing efforts. Beyond these

more basic services that were offered by many HHAs, there was a wide variety of other

health promotion and early intervention services offered; although these were often quite

innovative, each type was offered by only a few agencies. There appears to be little

agreement on the types of health promotion and early intervention Services that should be

offered by HHAs. This may be a reflection of the paucity of knowledge that exists about

the role of health promotion in home care outcomes.

Testing of differences between HHAs with and without managed care contracts

Supports the conclusion that HHAs appear to be similar with regard to the prevention and

early intervention services they currently offer. The findings showed HHA managed care

contractors offered these services slightly, but not significantly more often than those

without managed care contracts.
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The data were also tested to explore whether HHAs with managed care contracts

were more likely to report plans to establish new early intervention, prevention or health

education programs than HHAS without managed care contracts. Almost half of the

agencies with managed care contracts were planning such programs compared to about 40

percent of the agencies that had no managed care contracts; this was not a significant

difference. Based on the literature noting increased utilization and importance of health

promotion-type services for HMOs (Meyer et al., 1996; Miller and Luft, 1994), it is

interesting that a substantial number of home health agencies with managed care contracts

had no plans to add these types of services; this may be because many of these agencies

already had a number of health prevention-type programs. In addition, if reimbursement

opportunities are rare or nonexistent for prevention-oriented programs, and data are lacking

to prove the value of such programs for home health care cost effectiveness, agencies would

have little incentive to absorb the cost of added programs.

Tushman and Romanelli (1985) argued that when organizations cannot sustain high

performance, they adopt new strategies to address the challenges of low performance.

Under managed care, high performance for organizations is, in part, measured by low

utilization (Miller and Luft, 1994). If capitated managed care market penetration continues

to increase as trends indicate (Meyer et al., 1996; Prospective Payment Commission, 1995),

home health agencies may find that they cannot maintain their client caseloads at a low

utilization level without health promotion services.

The data herein showed a trend toward innovation and expansion of home care

Services in the future. Additional services were planned across or external to home care
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delivery sites (e.g. community health education classes offered through clinics within the

health care system; “helping hands” chore services for people aged 60-80 offered through

the private duty side of a Medicare-certified agency),and incorporated broader periods of

time or acuity. Qualitatively, many early intervention, prevention and health education

services reported as planned within the next two years seemed carefully designed to

decrease days in the hospital and in home care, expand home care’s perview and cut across

previously more circumscribed bounds. If these types of services actually increase HHAs'

performance, addition of such services could become the next strategic wave more widely

implemented by home health providers. The timing of introducing early intervention,

prevention and health education services would be an interesting strategic trend to track in

future research.

The fact that there is such a diverse mix of health promotion and wellness services

currently offered and planned for the future raises Several questions for future research.

What types of health promotion and early intervention services are best offered in the

home? Which types of services do home health providers deliver more efficaciously than

other providers? What are the client outcomes and cost implications of delivering such

Services in the community or other settings? These types of questions regarding effective

care, optimal service delivery and utilization are inextricably connected to issues of client

access to care, and future research in these areas should be certain to take this link into

dCCOunt.
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MANAGEMENT AND OPERATIONS

Strategic Planning. Strategic reorientation is contingent on senior management's

perceptions (Tushman and Romanelli, 1985), and strategic planning is a process which

typically defines and articulates these perceptions. The vast majority, 86.5 percent of HHAs

in this study, had strategic plans. The dynamic nature of the current health care market is

reflected in the fact that the majority of HHAs (59.6%) expected to modify or overhaul the

operating structure of their organizations within a two-year time frame. This finding is

particularly noteworthy considering that agencies in the study had been operating in

markets that had been heavily HMO-penetrated for several years. It might be expected that

HHAS in these markets already would have accomplished most of their strategic

reorientation. The fact that six in ten were planning changes in their organizational

Structure within a 1-2 year time frame indicates the relentless, continuous and rapid nature

of changes in the current market environment that confronts HHAs.

Organizations of all sizes and types need to be reconceptualizing their roles in

relation to other health care providers in a revised, alliance-based system of health care

delivery. This study expected to find that managed care provision was positively associated

with HHAs organizational characteristics and structure. Past research on home health and

other providers has shown a narrowing of differences between proprietary and non-profit

organizations, and organizations owned by different entities (Humphers-Ginther, 1994;

Estes and Associates, 1993; Clarke and Estes, 1992; Estes, Wood and Associates, 1988),

termed isomorphism (DiMaggio and Powell, 1983).
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The role of HHA tax status was examined in relation to strategic planning. Because

of their more aggressive business approach motivated by the goal of profit-making, it was

hypothesized that 1) Strategic planning efforts and 2) plans to change organizational

structure within the next 1–2 years would be reported by proprietary HHAs more often than

by nonprofit HHAs. The findings show that whether HHAs were proprietary or nonprofit

made no significant difference in whether they had a strategic plan. There also were no

significant differences between proprietary and nonprofit HHAs plans to restructure their

organizations in the next 1–2 years.

DiMaggio and Powell (1983) would suggest that if home health agencies are

increasingly resembling one another, it is not because they are trying to compete. Instead,

they would point to pressures from the state as influencing service provision, staff change,

and agency plans for new structures; for home health agencies in the study, such pressures

may emanate from HHAs dependence on Medicare revenues, and their increasing

interaction with providers that are governed by HMO policies that are increasingly oriented

towards cost containment and capitation.

More complex organizations - those that are vertically and/or horizontally

integrated, include regional and national networks, or are potentially more differentiated -

may be more likely to experience environmental pressures that would prompt consideration

of restructuring (Scott, 1993;Tushman and Romanelli, 1985). It was therefore hypothesized

that 1) strategic planning efforts and 2) plans to change organizational structure within the

next 1-2 years would be reported by HMOs, multi-facility-owned and chain/franchise

owned agencies more often than by hospital-based and independent HHAs. Agencies
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owned by HMOs, multi-facilities and chain/franchises were significantly more likely to

report they had strategic plans than hospital-based and independent HHAs. These

differences may be attributed to the corporate orientation of these types of organizations,

typically characterized by greater horizontal and vertical integration, diversified and

complex enterprises, and greater concentration of ownership and control in regional and

national markets (Starr, 1982). These characteristics are accompanied by a propensity for

restructuring and transformation; strategic planning is a tool to achieve these goals and

processes.

Coercive isomorphism (DiMaggio and Powell, 1983) may also help to explain these

differences. This type of isomorphic change results from formal and informal pressures

arising from the dependence of one type of organization on another; government policy

may also cause coercive isomorphic change, i.e. by establishing reimbursement

mechanisms that remunerate care in new ways, such as the prospective payment system

(PPS) or HMO rate setting methods (Meyer et al., 1996). Since HMOs, multi-facility

Systems and chains tend to have more managed care contracts, they may be more dependent

on other organizational partners, and more strongly influenced by such reimbursement

policies than hospital-based or independent HHAs.

Current and Future Staffing. The dynamic and rapid growth of home care is

reflected in recent and future changes in Staff hiring. Agencies were asked whether they

had hired any staff within the past twelve months specifically in response to managed care.

More than a third of respondents had hired staff already; another 60 percent of organizations

were planning staffing-related changes to accommodate managed care within the next year.
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Only two agencies stated they had plans to reduce staff in the next twelve months. The

literature suggests that differentiation occurs in organizations in times of change (Tushman

and Romanelli, 1985), and home care has been growing rapidly during this era of

widespread change throughout health care (Scott, 1993). Therefore, it was not surprising to

find that a sizable number of agencies had already hired, and more were planning to hire,

staff in the next year to address managed care concerns.

The reasons cited for adding staff could be grouped into four goals: 1) Adding staff

to accommodate case management tasks and increased caseloads; 2) Adding or shifting

staff to facilitate agency efforts to streamline operations; 3) Enhancing agency capacity to

attract managed care contracts; 4) Facilitating improved resource utilization efforts. These

reasons seem to reflect efforts to define staff who will have tasks that are differentiated from

previous “business as usual” and increase staff specialization. All four goals seem

characteristic of the types of adaptations and strategic adjustments that characterize

convergent periods of organization evolution (Tushman and Romanelli, 1985).

Administrative and Operational Costs of Managed Care. The majority of

respondents reported that administrative and operational costs for managed care clients

were higher than for other clients. Half the respondents reported that administrative costs

for managed care clients were more than those for other types of clients. The fact that

nearly half of the respondents reported that the costs for managed care clients were the same

as those of other clients may be further evidence of the way Serving managed care clients

has infiltrated and affected all aspects of home health agency operation.
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Almost 70 percent of the sample with managed care contracts reported higher

operational costs for managed care clients. The hypothesis that having more managed care

contracts and having higher operational costs for serving managed care clients was strongly

supported. The types of operational activities cited as being more costly included increased

time spent communicating with managed care case managers and negotiating for visit

authorization, time spent negotiating and administering contracts, extra paperwork and time

spent on documentation, greater intensity of clinical efforts, need for extra staff, data

collection efforts and billing time. Half of the respondents named each of two operational

activities that cost more for managed care clients: time negotiating with managed care case

managers for visit authorizations, and increased communication time keeping case

managers abreast of clinical cases. Parker and Polich (1988) found that the vast majority of

HMOs used prior authorization, concurrent review, and case management to control the

utilization of home health services; the findings herein confirm the heavy impact of these

practices on HHAs in the sample, 75 percent of whom had managed care contracts with

HMOS.

Cost Control. In the current market environment, containing costs is a critical

pressure for home health agencies; determining whether and the degree to which cost

management will be pursued and the means by which it will be implemented are essential

and Strategic management decisions that directly affect operations. Labor is the largest

expense for HHAs (Szasz, 1988) and different payment systems convey distinct incentives

to Staff. Therefore, it was interesting to find that even in heavily HMO-penetrated markets

º
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which presumably would be more cost containment-oriented, the majority of agencies were

still using an hourly wage to remunerate staff.

Many home health agencies have a mix of managed care clients and those on other

forms of reimbursement. Because the paradigms are different, serving these clients may be

confusing to staff, especially when they are newly adjusting to serving managed care

contracts (Brill, 1995). The use of separate payment mechanisms for staff working on

managed care cases has been suggested as a strategy to reward staff appropriately for the

different incentives involved in working under managed care (Elliot and Jenkins, 1994).

This was not a popular cost containment method among study respondents; only one of the

46 HHAs that had managed care contracts used separate payment mechanisms for their

managed care staff.

Bonuses are another means of creating incentives for staff. Bonuses were used by

four out of ten respondent HHAs, and were awarded primarily on the basis of profits or

individual criteria determined by each agency. There were no significant differences in the

use of bonuses by agencies that did or did not have managed care contracts.

Reducing administrative costs was a cost control Strategy used by more than three

quarters of responding HHAs. Strategies aimed at assuring appropriate utilization and

location of home care services were popular with a substantial number of subjects; about a

third of the sample each cited these using case managers to limit chronic care use, using

case managers to limit eligibility, or developing contractual arrangements with providers for

chronic care services as cost control strategies. Only a small number (15.4%) of

respondents reported limiting benefits by using a copayment as a means of controlling

•
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costs; some of these subjects stated they were doing so as a condition of a third party

contract they were fulfilling, such as a Medicaid program. This suggests how far reaching a

change adding copayments for Medicare home health benefits would be for HHAs if

current policy change proposals were to be implemented.

As the health care delivery system has undergone recent dramatic changes

(Physician Payment Review Commission, 1995; Scott, 1993), home care managers have

been operating within an environment of great uncertainty and environmental change.

DiMaggio and Powell (1983) describe “mimetic processes” in which organizations within a

population mimic each other as a way of dealing with uncertainty. The literature further

suggests that firms are more likely to introduce a new technique if an increasing proportion

of firms are already using it (Astley, 1985). The findings appear to illustrate these ideas.

The vast majority of HHAs reported taking steps to be effective in the managed care

market, regardless of whether they had managed care contracts. Agencies that had managed

care business were doing what they could to maximize their success. They reported taking

significantly more steps to be successful in the managed care market, and somewhat more

frequently had plans to develop new referral sources than did agencies that had no managed

Ca■ e COntractS.

Uncertainty is an unrelenting theme of today's health care market. One of the ways

organizations seek to manage uncertainty is to gather and manage information. Capitated

and managed care mechanisms are growing in importance, and are projected to be the

reimbursement mechanisms of the future (Goldberg and Schmitz, 1994). To be financially

successful in the future, HHAs must be able to provide services on a competitive basis
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under a capitated reimbursement mechanism. The first step in doing so is to be able to

calculate the actual cost of providing a service or product (Burrill, 1995), a task which is

difficult for many predominately fee-for-service HHAs to do at present since they

commonly do not gather necessary cost or utilization data according to Specific patient

characteristics (California Association for Health Services at Home Foundation and Health

Systems Research, Inc., 1993). Strategies to acquire these capacities would seem to be a

proactive management choice for home health agencies in that they increase the certainty

and control HHAs have over their futures.

For this reason, it was expected that most HHAs would report they had dedicated

Staff for data management functions; it was further posited that the number of data staff

would be positively related to agency size. All but two agencies, 96 percent, reported

having FTE dedicated to data management': an average of 4 FTE were devoted to data

management at each HHA. Data testing revealed that large agencies were significantly

more likely than small agencies to have larger numbers of staff assigned to full time data

related jobs. HHAs of all sizes, regardless of managed care contract status, were engaged in

data management. Data management is an activity which may be viewed as a forecasting

Strategy, a technique which attempts to address environmental uncertainty (Scott, 1981).

HHAS were similar in their efforts to manage organizational uncertainty through data

management efforts; larger HHAs dedicated more staff resources to this effort than did

Smaller ones.

'Data management (full-time equivalent) FTE was defined as total staff effort involved in data management
expressed as a number of full time staff (i.e. if the HHA employed a full time MIS Director and an
administrative assistant who spent half of his/her time in data management support functions, the agency
would report 1.5 Data FTE.).
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The ability to gather, synthesize and access a broad array of information has been

identified by numerous sources (Eli Research, 1996g, Jenkins, 1996; California Association

for Health Services at Home, 1995a) as a key strategy in gaining, sustaining and

successfully implementing managed care contracts. Respondents indicated a variety of data

collection efforts, including revenues and costs, productivity of staff, outcomes, utilization

rates, payer-mandated data, Sociodemographic data and functional status data were

underway at their agencies, frequently requiring considerable resources. Utilization review

was an important focus of data collection efforts, and all agencies tracked the number of

visits made to clients in some way. Although the bulk of staff productivity data collected

by agencies focused on tracking the number of visits staff made, comparatively few

agencies seemed to be targeting their productivity data collection to prepare for proposed

changes in reimbursement mechanisms. About 3 in 10 HHAS tracked staff productivity on

the basis of client acuity or in some way factored in the types of cases staff handled to

assess productivity. These types of data collection efforts are central to agencies preparing

to operate under prospective payment, and this type of information is also important in

accurately bidding managed care contracts based on a case mix of clients. Although data

were collected for many purposes, surprisingly few HHAS focused much attention on

collecting functional status data, even though other studies have shown that significant

positive outcomes and cost savings can result from pinpointing high-risk clients or

problems (Thompson, 1997; Michaels, 1994: Kramer et al., 1992; Reuben et al., 1992.)

Nonetheless, through data collection efforts, HHAs are beginning to apply forecasting
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strategies to minimize uncertainty (Scott 1981b) and frame a vision for their organization's

future.

Commitment to managed care. As was discussed in Chapter 2, staff at different

levels have distinct roles to play in organization change. Strategic or major change that

reorients the organization's core mission occurs when facilitated by executive leaders of an

organization, while administrative personnel are instrumental in guiding incremental

changes which enable the organization to continuously adapt to new challenges and

strategies (Tushman and Romanelli, 1985). Since HHAs in the sample were operating in

heavily managed care-oriented environments conceptualized as being fraught with

uncertainty, the way that senior management expressed HHA commitment to managed care

was of particular interest.

Respondents were asked to identify whether or not senior management had

expressed commitment to move into managed care through participation in five activities:

meeting with administrative staff about managed care, having a written report or planning

document regarding managed care, meetings with shareholders or Board members

concerning managed care, meetings with related organizations related to managed care, and

developing a system integrating health care service delivery with the financing of care or

developing programs in which their organization shares some of the financial risk.

Administrators of HHAs with managed care contracts were significantly more likely

to be engaged in these five activities that expressed their commitment to managed care than

agencies with no managed care contracts. Nine out of ten agencies with managed care

contracts, and two thirds of those without contracts, reported that senior management held
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meetings with administrative staff regarding planning and implementation of operational

and clinical activities related to managed care; this was a significant difference. This is

probably the result of concerted leadership by managers to effect the changes necessary to

gain managed care contracts and successfully manage them. This finding emphasizes the

pervasive influence of managed care on staff at all HHAS, regardless of whether or not the

agency had managed care contracts. For the other management activities, far fewer of the

agencies with no managed care contracts were involved.

It is noteworthy that there were significant differences between HHAs that had

managed care contracts and those that did not with regard to all five activities. Further,

these findings invite revisiting the model that change in organizations occurs when senior

management actively initiates strategic reorientation and redirection (Tushman and

Romanelli, 1985). The five activities described above are specific, concerted and strategic

actions that are essential to focusing HHAS on managed care, and to implementing systems

and processes to accommodate the changing market environment.

With this model in mind, new insights may be gleaned from the fact that holding

meetings with administrative staff was the activity most frequently cited by the majority of

both agency types, regardless of managed care contract status. Meetings with staff

regarding managed care would seem to be a logical and necessary adaptive strategy for all

HHAS operating in heavily managed care-penetrated environments. Home care

administrative managers - typically at the level of Directors of Nursing/Clinical Services

and Directors of Rehabilitation Therapy, depending upon HHA size and structure) - were

involved in responding and adapting to service delivery and morale influences of managed
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care on their employees and access and utilization impacts on clients; this conceivably

could occur long before agency Senior management actively initiates the agency’s own

move into managed care. This picture seems even more plausible when considering

respondents’ reports that clients are confused about their benefits and what is covered (see

below). HHA administrative managers may be implementing incremental changes and

adjusting structures and systems in order to keep the agency running Smoothly and adapting

to an evolving environment. This would be congruent with Tushman and Romanelli's

(1985) model suggesting that mid-level managers help an organization adapt to change

through incremental adjustments.

Two thirds of agencies without managed care contracts reported meeting with staff

regarding managed care, whereas far fewer (33% or less) of them mentioned engaging in

any of the other activities expressing commitment to managed care. If the order of steps

that must be taken to move into managed care is indicated by the frequency of the

responses, the findings suggest that staff, through staff meetings, are the first point in the

move towards managed care. Meetings with shareholders or Board members, writing

planning documents, or other activities that were reported less frequently by HHAs without

managed care contracts, typically are activities that are more often initiated and driven by

executive level managers; without senior management commitment to managed care

demonstrated by engaging in these activities, HHAs did not seem to move into managed

Care.

The findings also point to the question of whether HHAS were engaged in an

organizational evolution which is convergent, or whether they are in the midst of a more
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fundamental reorientation (Tushman and Romanelli, 1985). Although the content of HHA

administrators’ meetings with administrative staff was not described, it would seem that

such meetings would likely be geared towards operational issues; addressing operations

typically focuses on incremental change and adaptation, activities characteristic of

convergent periods of organization change. In comparison, having a written report or

planning document, or holding meetings with shareholders/Board members, related

organizations and developing financing Systems would appear to be reorienting activities

that are consistent with making “discontinuous shifts in Strategy” (Tushman and Romanelli,

1985, p. 179). The majority of HHAs that did not have managed care activities had held

meetings with administrative staff, an activity that might be classified as adaptive during a

convergent period. HHAs that had managed care contracts had actively engaged in all five

of these activities; about 70 percent or more of these HHAs reported that senior

management expressed a commitment to move into managed care by participating in each

of these five activities. It appears that HHAs that now have managed care contracts

achieved them through concerted reorientation led by their executives.

Top Impacts of Managed Care. Some of the most interesting findings of this study

were revealed by administrators who were asked to name the two most important impacts of

managed care on their agencies, their staffs and their clients. More than 100 responses to

these open-ended questions were sorted into subcategories using qualitative analysis

techniques, and these were then grouped into larger categories. These broad impact

categories included fiscal, service delivery, management and operations, morale, and access
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and utilization impacts. The most frequently mentioned managed care impact categories

differed for agencies, Staff and clients, yet many recurring issues were repeatedly described.

In identifying managed care effects on agencies, staff and clients, administrators

reported service delivery impacts more frequently than any other category. Ninety-four

responses, over 30 percent of the total, were categorized as Some type of service delivery

impact on agencies, staff and/or clients. Service delivery impact responses outnumbered all

other impact areas reported for staff, and were cited as one of the top two staff impacts by

47 percent of the respondents. More than a third of the administrators reported that staff

were experiencing powerful morale impacts as the result of managed care.

Fiscal impacts were most frequently identified as one of the two most important

impacts of managed care on home health agencies, followed closely by management and

operations impacts.

While there were more varied nuances to managed care impacts upon home health

agencies and staff, the net impacts on clients may be distilled to but a few. There was the

most agreement among administrators about the nature of impacts upon home health

clients. Impacts on clients’ access to and utilization of care were identified by more than

half of the respondents. The most important access impact reported was reduced number of

visits and less care for HHA clients. This finding is internally consistent with reported staff

impacts regarding changes in the nature of home visits and staffs' perceptions that they

were delivering reduced amounts and quality of care to clients.

Overall, impacts of managed care on agency, staff and clients predominantly were

perceived as negative; particularly when identifying impacts on agencies and staff, the tenor
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of responses was negative, with but a handful of exceptions. Many negative impacts were

identified for clients, particularly regarding changes in access to care. However, there were

substantially more positive managed care impacts reported for clients than for either

agencies or staff; these positive impacts primarily fell in the category of service delivery

and included effects such as clients becoming more engaged with their own care goals, care

more appropriately meeting client needs and increased emphasis on client education. It is

unclear whether this balance of positive to negative impacts reflects a real difference in the

effects of managed care upon clients versus home health agency businesses and staff, or is

perhaps a function of greater familiarity of the respondents with the impacts of managed

care upon agency and staff which are more directly within their own line of vision.

In general, respondents had a much easier time identifying key managed care

impacts on clients, whereas it was harder for them to simply disentangle key impacts on

their agencies and staff, and limit those reported to the requested two. Some respondents

had difficulty separating their perceived top two effects of managed care into HHA, staff

and client impacts to answer the question. It is noteworthy that there were repetitive

answers among all three areas of response: although the impacts of managed care may have

been more prominent at the agency level for some HHAS, and more noticeable as staffor

client impacts at other agencies, the effects were overlapping because they all were

responses to the same forces. Overall, however, fiscal impacts were most frequently

reported for agencies, and least for clients. Service delivery impacts were most frequently

cited for agencies, staff and clients combined, but especially strongly affected staff, while

access and utilization was the area most frequently reported to affect clients. These
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highlights suggest that agency fiscal constraints translate into service delivery impacts for

staff, and access and utilization concerns for clients.

POLICY IMPLICATIONS AND FUTURE RESEARCH

This study has examined the intersection of two rapidly growing forces in the health

care delivery system: the home health industry and managed care. Medicare home health

agencies are the single largest group of home care providers. By providing a closer

examination of a sample of home health agencies operating in heavily managed care

dominated markets, this study may aid understanding of and provide new information about

this predominant sector of the home health care industry.

The growth of the home health care industry has been fueled by the complex

interactions of a variety of federal policy changes initiated within the past two decades, and

market pressures shaping the health care industry in general. These changes aimed to

reduce health care costs and have succeeded in decreasing reliance upon institutional care

Settings and increasing the relative importance of home care providers in the continuum of

care. Managed care is one of the most rapidly expanding and common forms of health

insurance in both the public and private sectors; over 70 percent of Americans who are

insured through their employers now belong to Some type of managed care organization,

and Medicare and Medicaid programs increasingly are moving towards risk-based managed

care (Wolf and Gorman, 1996). If no policy change is initiated, it appears that policy and

3.11



market pressures will continue in the same direction for the foreseeable future, guaranteeing

a continuing growth rate for the home health industry and the proliferation of managed care.

However, the rapid growth of home health care recently has drawn the scrutiny of

Congressional budget cutters and HCFA staff. Curbing Medicare program expenses

increasingly is regarded to be pivotal in federal efforts to balance the budget, and restraining

the exponential growth of the home health industry is a key facet of that goal. The

directions policy makers pursue should extend beyond fiscal issues and weigh the impacts

of promoting a managed care environment on home care clients, and the home health

agencies and staffs that serve them.

One particular policy issue that could have fiscal impacts is important to note here.

The fact that nearly 70 percent of sample HHAs had contracts with home infusion

companies and 52 percent had contracts for durable medical equipment Services indicates

the magnitude of the issue of service fragmentation in home care. As was discussed in

Chapter 2, the current Medicare reimbursement structure and billing mechanisms for these

Services makes it easier and less costly for most home health agencies to contract rather

than directly provide these services themselves. In the past few years, HCFA has devoted

considerable attention to reducing Medicare costs for DME and tightening reimbursement

on the DME industry. Future research should analyze the cost of paying overhead expenses

both to home health care agencies and their contract partners, home infusion and DME

companies. Furthermore, a quality study should be undertaken to assess whether clients

experience better quality care and improved outcomes under a dual agency delivery or

unified delivery approach. Here the trade-offs to weigh are the Specialty expertise

º,

■ t

312



contractor agencies may bring to the clients, versus the potential for confusion or error

resulting from the need to coordinate two agencies and their staffs. From a policy

perspective, substantial reworking of Medicare’s reimbursement structure would be needed

to make it economically feasible to unify home health and infusion pharmacy and/or

durable medical equipment services within one agency.

This study has provided insights into the results of the interactions between the

growth of home health care and managed care, and the trends of federal policy changes and

market pressures shaping the health care industry. To the extent that many areas of the

country have yet to experience a high level of HMO market penetration, this is the

appropriate time to ask whether the types of impacts revealed in this study are what is

desired for the future of home health care nationwide.

For home health agencies that have not yet made the transition to alternative

reimbursement mechanisms, this study has described some important changes that are

occurring. The environment surrounding the change from traditional reimbursement to

managed care is uncertain and rapidly changing. This study found that HHAs used a

variety of strategies, within a repertoire, to cope with this uncertainty. Almost all Medicare

certified HHAs that survived in this market had managed care contracts. For HHAs moving

into this market, contract partnerships typically were made with hospital-based systems,

HMOs and other home care providers. The most important goals of these partnerships were

to remain competitive with other providers, increase referrals and expand service offerings.

As they established managed care contracts, HHAs derived revenue from a mix of sources,

:
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with fee-for-service contributing the largest share, and non-capitated revenues adding a

sizable portion of the total budget.

HHAs were moving towards becoming comprehensive providers of service.

Although some narrowing and refinement of service mix were expected as HHAs

eliminated those services that were less profitable, few sample HHAs actually had done so.

Further, one quarter of HHAs were planning to add services in the next year; health

promotion and early intervention, disease-specific interventions as well as case management

Services were identified as future services. This conveys the extent of continuing internal

changes HHAs were making, even though the majority of HHAs in the sample had received

their first managed care contracts in the past five years, and virtually all of them had done

So within the past ten years. HHAs in managed care environments are not static

organizations with a single formula for success, but continue to adjust to the dynamic

market environments.

HHAS required new structures to accommodate their changing activities. These

changes affected all HHAs, regardless of whether or not they had managed care contracts.

The fact that six in ten of all sample HHAs were planning changes in their organizational

Structure within a 1-2 year time frame further indicates the relentless, continuous and rapid

nature of changes in the current market environment in which HHAs are operating.

Agencies' plans to add staff, many to undertake tasks specifically related to

managed care, indicated increasing expertise and Specialization with regard to handling this

market.
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While seven out of ten HHAs reported that managed care was profitable, HHAs had mixed

experiences with regard to the administrative costs of managed care; almost as many found

the administrative costs the same or less for managed care as for non-managed care patients,

but over 60 percent of agencies noted that operational activities cost more for managed care

than fro other types of clients. Having more managed care contracts was significantly

associated with higher operational costs. To combat these higher costs, HHAs engaged in a

repertoire of cost containment strategies, of which reducing administrative costs was the

most frequently applied. Although they gathered many different types of data, functional

status information was rarely gathered or applied concertedly. Since 70 percent of home

health clients are 65 or older (Ronningen, 1997a), HHAs may realize greater cost savings

and better patient outcomes if they pay more attention to client functional status and high

risk indicators (Thompson, 1997; Reuben et al., 1992; Kramer et al., 1992).

Utilization differences may occur based on reimbursement type. Although fee-for

Service and managed care clients received home care visits of similar length, the sample

reflected some key utilization differences related to reimbursement type. Actual service

levels (days of care, number of visits) to fee-for-service clients were higher than for either

type of managed care client in the sample. This is likely because FFS clients are more

profitable as they are still reimbursed retrospectively; the more care HHAS provide to FFS

clients, the more revenues they earn. Since this study did not have a large comparison

group of agencies without managed care contracts, it was not possible to test for differences

in utilization between HHAs that did and did not have managed care clients. A larger scale

research study would help to test the utilization differences observed in this study to see
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whether the results from the sample may be generalized. Until HHAs are paid the same

amount for every client, regardless of payer source, or until a more accurate system of

charging for client care based on the acuity of the clients and costs of the inputs (e.g.

casemix system) is implemented, these utilization differences are likely to continue; recent

and current research in these areas should be helpful and revealing (California Association

for Health Service at Home Foundation, 1996; Shaughnessy et al., 1994a; Goldberg and

Schmitz, 1994; Branch and Goldberg, 1993; Saba, 1992).

Clients in the study, who were all served by HHAs in communities with 45-60

percent HMO-market penetration, received an average of 28.9 visits, while national figures

for the same year reported an average of 67 visits per home health care client (Health Care

Financing Administration, 1995); this figure reflects 43 percent fewer visits. This suggests

that heavy HMO-penetration within a community may have widespread impacts across

providers, creating expectations for care levels, promoting similarity or conformity, and

Suppressing overall utilization of services among HHAs within the community.

All HHAs undertook a variety of steps to become effective in the managed care

market. Regardless of their size or contract status, HHAS were involved in extensive data

collection efforts. Specialized staff were dedicated to information and contract data

management; larger agencies were significantly more likely to have more staff committed

to these functions. Whether or not they had managed care contracts, the majority of HHAs

held meetings with their administrative staff regarding managed care, although those with

managed care contracts were significantly more likely to do so.
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In terms of the care process, managed care clients were being handled in much the

same way as non-managed care clients served by sample HHAs. They were not the focus

of special team meetings or unique case management efforts in the vast majority of

agencies. It is unclear whether they were simply being “mainstreamed” or whether home

health agencies have yet to differentiate these clients from others and establish distinct ways

of serving them.

The top reported impacts of managed care seemed most visible in the areas of

Service delivery, fiscal impacts and access and utilization. Fiscal impacts were reported

most frequently for home health agencies. Service delivery impacts were perceived to

affect staff most strongly, and access and utilization impacts were perceived as most

Strongly affecting clients.

Fiscal impacts were most frequently cited as the top impacts of managed care on

home health agencies. These impacts included decreased revenues and profit margins,

reduced business and referrals as the market is more committed to specific providers as the

result of contracts, and a need to understand and control costs better in order to retain

financial viability; some agencies reported their survival was threatened by managed care.

Agency administrators also perceived important management and operations impacts

resulting from managed care. Management impacts included pressures to become more

cost effective and efficient, pursue strategic reorientation, and shift management mindsets

and care paradigms; and operations effects were perceived in increased time for

administration and authorization processes, demand for better information management and

data, and increased workload, staff turnover and other productivity impacts.
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The nature of home visits was perceived to change with the advent of managed care,

and these changes affected clients, staff and agencies; the most frequently cited changes

were occurring in the arena of service delivery. Administrators perceived managed care

affected clients both positively and negatively. There was considerable agreement that

access and utilization impacts on clients were strongest, reflected in receiving fewer visits

and less care (which some administrators tracked in the form of reduced health at

discharge), and having less choice about their providers; clients’ confusion about eligibility

for Services and benefits, and access to specialists were also frequently reported concerns.

From their vantage point, administrators noted these changes affected client morale; client

anger, frustration and fear about reduced or unavailable services and benefits and reduced

Sense of control over their care providers and processes were cited as evidence of morale

impacts. Administrators also perceived clients experienced reduced quality of care or were

at higher risk than before managed care, because caregivers or clients were asked to assume

care sooner, and were less skillful in their self-care than the providers who used to deliver

more of the care themselves. On the other hand, administrators identified that for some

clients, improved integration and continuity of care, more clearly defined goals and

expectations for recovery or rehabilitation, and care more appropriate to needs were positive

impacts of managed care on clients.

From administrators' perspectives, the nature of HHA staff work was also affected

by managed care. They identified impacts of managed care as precipitating a need for staff

to reorient service delivery paradigms and make visits “count” more; these shifts were

reflected in intensive, goal oriented visits which heavily emphasized goal setting and follow
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through, and relied upon clients and their caregivers to assume care more quickly than they

had previously. Under managed care, staff were perceived to be more heavily involved in

case management, documentation and authorization activities, were doing more work in

less time, often for less money, and accomplishing work during more flexible work hours;

these changes were accompanied by negative staff morale impacts including increased

frustration, decreased job satisfaction, role strain resulting from working under conflicting

paradigms, fears about job security and sense of reduced autonomy, as well as other

negative effects.

This study may be considered a pilot effort to understand the impacts of managed

care on home health agencies. It may be that other factors, not just managed care, account

for similarities among home health agencies. Many market pressures were discussed in

Chapters! and 2, and these undoubtedly influenced HHA behavior. One of the problems

encountered in conducting this type of research on home health agencies is the difficulty of

Separating the dominating impacts of Medicare reimbursement and service delivery policies

from those of managed care and other market forces. Based on HHAs experience with

Medicare as their primary reimbursement source, and the trickle down influence of federal

health care reimbursement policy upon private insurers, it is likely that Medicare changes

will be the most formative in the future of home health agencies. Furthermore, since

Medicare-certified home health agencies are so dependent upon Medicare and public

funding, their overall organizational responses collectively may be somewhat uniform, both

now and in the future. Future researchers will find themselves challenged to identify a way

to separate the effects of Medicare policy from other market forces.
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Additionally, HHAs are a small component of the health care market and are highly

dependent upon other sectors of the health care industry for their livelihoods. It may be

argued that HHAs are so dependent upon the larger health care system that, in effect, they

have no independent base so the larger market almost completely determines what HHAS

do. Except where they are able to carve out and market distinct service niches, HHAS are

puppets not only to Medicare policy, but also to the larger market forces of referring health

care providers in their communities; these providers have the power to initiate home health

care, or alternatively refer to other types of outpatient or long-term care.

In this study, lacking direct means for measuring these pressures, HMO market

penetration was used as a proxy for the influence of managed care. This research examined

Medicare-certified agencies as a group. It was assumed that participating HHAS would all

be influenced by Medicare policy in similar ways, so differences which may have resulted

from Medicare policy were not targeted for study. As a point in time view of Medicare

certified home health agencies operating in intensively HMO-penetrated markets, the study

provides an interesting look at a wide range of issues and concerns.

A larger scale study could offer more deeply revealing insights about the impacts of

managed care and the processes by which they occur. Future research should be conducted

simultaneously in several communities where HMO market penetration is at a different

levels (i.e. market penetration = 0-5%, less than 10% and 25% or more) to gain a better

understanding of the role the amount of HMO market penetration plays on home health

agencies; additional market indicators could be identified and tracked to provide a more

refined picture of differences among communities and their market environments.
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Additionally, a longitudinal study would be preferable in order to track the impact of

managed care and market forces over time.

Such a study could address a variety of questions with regard to impacts on home

health agencies’ financial status, management and operations, Service delivery and

utilization, agency structure and staffing, and client access and quality of care. It would be

important to identify at baseline the ways in which agencies are distinctly different at

different penetration levels. To the extent that policy and rate setting initiatives for HMOs,

as well as other influential environmental factors may be controlled, understanding the

major impacts HMO market penetration has on home health agencies at each level of

market penetration would be very valuable. In terms of identifying key influences on the

nature of home health care and hospice care, and determining the extent to which the

character of home care should change, research is needed to identify critical economic,

Service delivery, strategic and policy pressures that provide HHAs with initiative to make

these changes. How long does it take these transformations to occur?

If the current pilot study were pursued, Several next steps could be considered.

Market analysis in each community would be an important component to add.

Identification of local market idiosyncracies and/or similarities within highly managed care

penetrated communities could aid understanding of the impacts of managed care under

various market circumstances; the number of referral Sources (i.e.integrated health care

systems, HMOs, physicians groups in the community), number of home health competitors,

hospital bed to patient ratio, HHA to client population, population over age 65 and overage

85, and other market factors would enter into this analysis.

y
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A consideration for future analysis would be to classify HHAs strategies in

response to market factors. A ranking System could be developed to categorize strategies

HHAs are pursuing in response to managed care as conservative or risky, agressive or

passive, more or less ambitious, more or less imaginative. These categorizations could be

used to develop several ‘HHA managed care response types'; such profiles could be used to

understand the impacts of managed care on HHAs in a more subtle way, potentially

identifying and explaining variations in HHAs responses to managed care. Further,

analyses could link HHA “response types to reported consequences of managed care on

their agencies, staff and clients.

Since this study focused solely on Medicare-certified HHAs, an interesting further

Step might be to diversify the sample by adding a broader array of other types of home care

providers, such as private duty nursing, durable medical equipment companies, hospices

and home care aide (paraprofessional) organizations. By examining a wider sector of home

care providers, particularly many that are not dependent upon Medicare reimbursement,

potential differences in the role and effects of managed care might be identified.

For current clients and the well-being of all Society as potential future clients,

Several overarching questions must be answered: What are the attributes of home health

agencies that are successful both in maintaining their fiscal wellbeing and delivering

Satisfactory client outcomes? What are the utilization and quality ramifications for clients

at each level of managed care market penetration? Is there an optimal level of managed

care market penetration associated with positive client outcomes?

º,

<
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Answers to these types of questions could provide valuable insights for policy

makers, managed care organizations, home health agencies and other health care providers,

and have critical implications for client care quality and access. By comprehensively

assessing the effects of managed care on home health agencies, the potential for amplifying

the positive and minimizing the negative impacts may be realized. In an era of dynamic

change and potentially sweeping reforms that are remodeling home health agencies, it is

essential that future policies be built on a thorough understanding of many factors, not just

the budgetary issues.

It is unclear whether the rapidity of managed care’s influence on the home health

market environment is triggering the beginning of a period of reorientation and

discontinuous change in which strategies, power distributions, structures and control

Systems are transformed, or whether HHAs are accommodating the advent of managed care

in a convergent process of gradual, though intense, adaptation. Managed care is a major

component in the rapidly changing landscape of the health care market environment. This

environment is characterized by the shifts in strategies (from individual provider

organizations to broader regional and national networks), power distributions

(reimbursement systems, control of referrals and business volume, partnerships) and

structure (vertically and horizontally integrated systems); this amount of dynamic change

creates uncertainty which home health agencies are managing using a variety approaches.

To be successful, all home health agencies - whether they have managed care

contracts or not - must find ways to minimize uncertainty and make adaptations to the

environment which is so strongly shaped by market pressures. As they strive to flourish in

º
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an environment which is rapidly and pervasively making the transition from fee-for-service

to managed care, home health agencies in heavily managed care-penetrated communities

are actively remodeling their external strategies and internal processes. Regardless of

whether agencies are building a structure for their own agency to participate in managed

care, their health care community ‘neighborhood’ is affected by revolutionary and

multifaceted changes, and these necessarily influence all who do business within it.

Whether they are direct participants who actively seek out managed care contracts and

embrace providing home care to managed care clients, or are more traditional neighbors' in

a community of health care providers, this study suggests that the multifaceted impacts of

changes associated with managed care are experienced by all home health agencies.

º
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Home cARE AND MANAGED CARE TELEPHONE SURVEY QUESTIONNAIRE
[This questionnaire will be used to begin the interview with each identified administrator of a
Medicare Certified agency. ]

Agency I.D. Number
Code City #
Date of Interview:

Respondent’s Name:
Agency:
Address:
Phone:

I am studying the arrangements and activities Medicare-certified home care agencies are carrying
out related to managed care. I will be asking you some questions about your agency and managed
care. Your responses will be kept confidential

ORGANIZATIONAL STRUCTURE

1. Is your agency Medicare-certified?
■ lo........................ () If no, politely terminate the interview.

2. What is the legal tax status of your home care organization; that is, what is your tax
status for federal tax reporting purposes?
federal, state or local governmental agency, a public organization?… l
(3), a private nonprofit organization?.......................................…“ 2
Proprietary or investor-owned; a for-profit organization?.…~ 3

3. How old is your agency? years

4. What is your organization's primary type of business?
Medicare-certified home health agency......... l
Private home care organization...................... 2
Home Infusion Pharmacy provider................ 3
Home Care Aide Organization....................... 4
Hospice........................................…” 5
Home Medical Equipment Company............ 6
Home Laboratory Company.......................... 7
Other: .8

5. Which of the following types of home care best describes your organization's secondary
type of business?

Medicare-certified home health agency.….!
Private home care organization.........… 2
Home Infusion Pharmacy provider.…. 3
Home Care Aide Organization..........… 4

Hospice.................................…“ 5
Home Medical Equipment Company.......... 6



10.

11.

12.

Home Laboratory Company........................ 7
Other: 8

What is the population in your service area?

Approximately what percent share of the home care market does your agency have in
your service area 7

What is your agency's organizational structure? (circle all that apply)
a. owned by a hospital (hospital-based)
b. independent, or freestanding, not owned by any other organizations
c. owned by a chain name:
d. owned by a larger corporate structure; that is, a health care corporation or multi-facility
system ; please describe:

e. owning a branch or subsidiary
f a franchised agency
g. owned by a nursing home
h. owned by an HMO name:

i. owned by a PPO name:

j. owned by an IPA name.

k. owned by an insurance company name:
1. owned by a physician’s group name:

m. other

Does your organization have any managed care contracts? When I say managed care, I
mean systems such as Health Maintenance Organizations (HMOs), Preferred Provider
Organizations (PPOs), and Independent Provider Assocations (IPAs) that manage
utilization of services using an established reimbursement structure, such as discounted
fee-for-service or capitation.

If no, go to Alternate B Questionnaire for agencies with no managed are business.

Is your managed care business operated within your Medicare-certified agency?

If yes, continue with Part B of this questionnaire.

Is managed care operated within any other business entity(ies) in your organization?

Name of entity(ies): 1)
2)

Does your organization have a strategic plan?
-

yeS......................... 1 If no, skip next question.
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13. Is a change in organizational structure in the next 2 years part of your strategic plan?

PARTNERSHIPS

14. How many managed care contracts does your agency have?

15. When did your organization get its first managed care contract?

16. Name your organization’s three current largest contracts:

17. Are the majority of your contracts with HMOs that have risk contracts or cost contracts?
risk contracts....... l COSt COntractS........ 2

18. Please estimate the total revenues your organization receives from all managed care
arrangements:

19. Contractual arrangements for home care services currently specify many different
reimbursement methods. Which of the following types of reimbursement does your
organization receive?
a. capitated (per case) no.................. () YCS................. |
(if yes, are there carve-outs or exclusions? )
b. performance-based T10.................. () YCS................. l
c. per diem ■ lo.................. () yeS................. l
d. per episode no.................. () yeS................. l
e. discounted fee-for-service Tho.................. () yeS................. l
f straight fee-for-service T10.................. () yeS................. |

20. Which of those same types of reimbursement does your organization receive for your
managed care business?
a. capitated (per case) ■ lo.................. () yeS................. l
(if yes, are there carve-outs or exclusions? –/
b. performance-based ■ lo.................. () yeS................. |
c. per diem T10.................. () yeS................. l
d. per episode ■ lo.................. () yes... l
e. discounted fee-for-Service ■ lo.................. () yeS................. |

f straight fee-for-service ■ lo.................. () yes... |
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- Does your organization share the financial risk for care provided under managed care?
■ lo........... 0 If no, go to 24.

. Which other organizations share in the risk?

. What percent of the risk does your organization bear? %

. Is your managed care business: unprofitable.....0 profitable......!

. With what other types of organizations do you have a concrete plan to develop
partnerships in the next 12 to 24 months?

. What is the goal of these partnerships?
position the agency for managed care contracts................................ l
expand service offerings..................................................................... 2
increase referrals.............................…. 3

remain competitive with other providers............................................ 4
cut costs by providing care in the least care-intensive setting........... 5
all of the above..................................…~ 6

REVENUE SOURCES

. What was your agency's total budget for the past year
Under $200,000............................. l
$200,000 - $499,000................... 2
$500,000 - $1 million................... 3
$1 million - $2 million................... 4
$2 million - $5 million.................. 5
$5 million - $10 million................ 6
$10 - $20 million.......................... 7
more than $20 million................... 8
DK - Don't Know/RTS................. 9

STAFFING

. What staffing options is your organization currently using to deliver care to managed
care clients?

a. All staff deliver services to managed care clients
-

b. A specialized managed care steam delivers services to managed care clients
c. Other,
describe

. In the past 12 months, has your agency hired any staff (administrative, clinical, support
or reimbursement) specifically in response to managed care?
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30. Within the next 12 months, does your organization plan staffing changes to acommodate

31.

32.

33.

managed care? no............ 0 YCS............. l
If yes, briefly describe the types of changes you expect to make:

SERVICES

Which of the following services does your agency provide to patients who are not on
managed care? (circle all provided)
a. RNS
b. LVNS
c. Home Health Aide Services
d. Physical Therapy
e. Speech Therapy
f. Occupational Therapy
g. Social Work
h. Infusion Therapy
i. In Home Respite
j.Hospice
k. Mental Health Services
1. Case Management Services
m. Home Medical Equipment
n. Health promotion/Early Intervention services
o. Diet Counseling
p. Other
q. All of the above

Do you provide all of those same services to managed care patients?
no.......0 yes......! If yes, go to 34.

If no, which of the following services do you provide to managed care patients?
a. RNS
b. LVNS
c. Home Health Aide Services
d. Physical Therapy
e. Speech Therapy
f. Occupational Therapy
g. Social Work
h. Infusion Therapy
i. In Home Respite
j. Hospice
k. Mental Health Services
I. Case Management Services
m. Home Medical Equipment
n. Health promotion/Early Intervention services
o. Diet Counseling
p. Other

346



34.

35.

36.

37.

38.

39.

40.

Are there any services you offer to managed care patients exclusively?
no.......0 yes......! If yes, describe:

Has your organization added services in the past 12 months because of managed care?
no.......0 yes......! If yes, which services:

Has your organization eliminated services in the past 12 months because of managed
care?

no.......0 yes......! If yes, which services?

Please describe any new ways your agency is applying technology to serve your managed
care patients:

CASE MANAGEMENT AND UTILIZATION REVIEW

Are your agency eligibility criteria for managed care patients to receive home care
different from the eligibility criteria used for non-managed care patients?

If yes, are these differences in eligibility criteria affecting any specific patient groups? Please
describe:

What criteria does your organization use to assign a case manager to a case” (check all
that apply)

a zipcode/geographic area
b. reimbursement source
c. diagnosis
d patient's primary physician
e. managed care patient
f we don't use case managers
g other, specify:

At what point in a case does your agency assign a case manager (CM)?

a. Are all patients assigned a CM upon admission? no.… () yeS.......... l

b. Are CMassigned only when particular problems are identified” no........... 0 yes.......... l

Tho........... 0 yeS.......... |c. Are case managers assigned upon request of the payer?

d. Other, describe:
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41. What disciplines does your agency use as case managers? (circle all used)
a. RNS
b. LVNS
c. PTS
d. STs
e. Social workers
f other:

I am interested in understanding the goals of case management at your agency. I will read some
goals to you. Please tell me whether each goal is highly important, somewhat important, or not
important at your agency:

42. In your agency's case management efforts, how important is the goal of:

a. Assuring or improving
continuity of care?
b. Identifying frail or at risk
clients?

c.Tracking resource
utilization? – –
d. Containing costs

e. Maintaining contact with
the patient's physician?
f. Coordinating the patient’s
movement between acute and
chronic care services?

43. At your agency, do you have special or different team meetings for managed care
patients? If yes, please describe:

Now I’d like to talk with you about data management at your organization.

44. What type of data do you collect on:
a revenues and costs?

b. outcomes?(e.g. infection rates, rehabilitation outcomes)

c. productivity of staff.”
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45.

46.

d. utilization review?

e. quality assurance purposes?

f because the payer requires the data (ie. rehospitalization and infection rates, etc.)

g. Sociodemographic/functional data?

How many FTE currently are devoted to data management?

Now I'd like to talk with you about the ways your organization manages costs. First, let's talk
about payment systems for staff.

What payment system does your organization use to pay Staff.”

Full time staff

Part time staff

47.

48.

49.

Per diem Staff

Does your organization provide bonuses?
In O........ 0 if no go to 49.

If yes, are bonuses:

a tied to productivity? T10........ 0 yes.......! |

b. based on company profit? ■ lo........ 0 yes.......]
c. based on specific outcomes? (probe for examples) no........ () yes.......!

Does your organization have a separate payment mechanism for staff working on
managed care cases? no.....0 yes.....! If yes, please describe:



50.

51.

52.

53.

55.

56.

sºvº

Is your organization applying any of the following techniques to control costs of providing
home care? (circle all that apply)
a limiting benefits by placing a total dollar amount ceiling no....0 yes.... 1
b. limiting benefits by or using a copayment no....0 yes.... 1
c. using case managers to limit eligibility no....0 yes.... 1
d using case managers to limit chronic care service l/Se no....0 yes.... 1
e reducing administrative costs no....0 yes.... 1
f developing contractual arrangements with providers for chronic care services

no....0 yes.... 1

Do your cost control methods for managed care patients differ from the way you manage
other patients? no.......0 yes......l

If yes, describe briefly:

About what percent of revenues does your agency spend on administration?
%

Are administrative costs for managed care patients:
less than......... 0
the same as....]
more than......2
those for other types of patients?

Are there operational activities that cost more for managed care than for other types of
patients?
no.....0 yes......! Describe/list:

HEALTH PROMOTION

Does your organization currently provide any services that are preventive or aimed at
early intervention? In O......... () yeS........ |
If yes, what types?:
a. well baby care b. flu or other vaccines c.ask-a-nurse hotline
d. home exercise programs e. BP/health screening fairs f cardiac rehab
g. cardiac prevention h. childbirth and newborn care
i. other:

Do you target prevention or specialized health education services to any specific age or
ethnic populations? T10......... () yCS........ |

■ yes, what types, and to what populations.”
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57. Are there any new early intervention, prevention or health education services that you

58.

59.

60.

plan to offer in the next 12-24 months? no. () YCS........ |

If yes, to what types ofServices/populations?

In which of the following *ys has senior management expressed a commitment to In Ove
into managed care?
a written report or planning document no....0 yes.... 1
b meetings with administrative staff no.... 0 yes.... 1
C. meetings with shareholders no....0 yes.... 1
d meetings with related organizations no....0 yes.... 1
e development of a system integrating health care service delivery with the financing of the
care, or developing programs in which your organization shares some of the financial risk

no....0 yes.... 1
g all of the above no.... 0 yes.... 1
h other, describe: no....0 yes.... 1

Are there any steps your organization is currently taking to become more effective in
operating in the managed care market? (write in answer, and use choices below for a start
at categorization of answers)

implementing new types of referral strategies to generate non-Medicare referrals
Tho......... 0 yes........ |

developing a staff training program to orient staff to managed care service philosophies and
mechanisms
In O......... 0 yes........ |

implementing a staff training program on managed care
■ lo......... 0 yes........ |

streamlining internal operations
In O......... 0 yes........!

What are the three most important strategies your organization is pursuing to respond to
managed care?
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61. What are the two most important impacts of managed care on your agency?

2.

62. What are the two most important impacts of managed care on your staff

1.

2.

63. What are the two most important impacts of managed care on your patients?

1.

2.

Thank you so much for your time and participation. I will be glad to send you an executive
- -summary of the research findings as soon as they are available. To complete your participation in

the study, there is a brief set of questions regarding some of your agency’s client and contract
statistics that I would like to FAX to you. I will ask you to return this information within days.
Would you be willing to do that? I really appreciate your assistance.



13.

14.

15.

16.

17.

18.

ALTERNATE PART B:
QUESTIONNAIRE FOR MEDICARE-CERTIFIED AGENCIES

WITH NO MANAGED CARE CONTRACTS

Does your organization have a strategic plan?
[10.......................... 0 If no, skip next question.

Contractual arrangements for home care services currently specify many different
reimbursement methods. Which of the following types of reimbursement does your
organization receive?
capitated (per case) DO.................. 0 YCS................. l
(if yes, are there carve-outs or exclusions? J
performance-based ■ lo.................. () YCS................. |
per diem ■ lo.................. 0 YCS................. l
per episode ■ lo.................. 0 YCS................. l
discounted fee-for-service no.................. 0 YCS................. |
Straight fee-for-service Th9.................. () YCS................. l

With what other types of organizations do you have a concrete plan to develop
partnerships in the next 12 to 24 months?

What is the goal of these partnerships?
position the agency for managed care contracts.................................. l
expand service offerings...................................................................... 2
increase referrals..................................… 3

remain competitive with other providers............................................ 4
cut costs by providing care in the least care-intensive Setting........... 5
all of the above...............................................…~ 6

REVENUE SOURCES

What was your agency's total budget for the past year
Under $200,000.......................... ()]
200,000 - $499,000.................... 02
500,000- $1 million.................... 03
1 million - $2 million.................. 04
2 million - $5 million.................. 05
5 million - $10 million................ 06
10 - $20 million............................ 07
more than $20 million................... 08
DK - Don't Know/RTS................. 09
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19.

20.

21.

22.

23.

24.

In the past 12 months, has your agency hired any staff (administrative, clinical, support
or reimbursement) specifically in response to managed care? no............ 0 yes........... l

Within the next 12 months, does your organization plan staffing changes to acommodate
managed care? ■ lo............ 0 YCS............. l
If yes, briefly describe the types of changes you expect to make:

SERVICES

Which of the following services does your agency provide to patients who are not on
managed care? (circle all provided)
a. RNS
b. LVNS
c. Home Health Aide Services
d. Physical Therapy
e. Speech Therapy
f. Occupational Therapy
g. Social Work
h. Infusion Therapy
i. In Home Respite
j. Hospice
k. Mental Health Services
I. Case Management Services
m. Home Medical Equipment
n. Health promotion/Early Intervention services
o. Diet Counseling
p. Other
q. All of the above

Has your organization added services in the past 12 months because of managed care”
no.......0 yes......! If yes, which services:

Has your organization eliminated services in the past 12 months because of managed
care?

no.......0 yes......! If yes, which services?

What type of data do you collect on:
revenues and costs?

outcomes?(e.g. infection rates, rehabilitation outcomes)
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productivity of staff?

utilization review?

quality assurance purposes?

because the payer requires the data (ie. rehospitalization and infection rates, etc.)

Sociodemographic/functional data?

25. How many FTE currently are devoted to data management?

Now I'd like to talk with you about the ways your organization manages costs. First, let's talk
about payment systems for staff.

26. What payment system does your organization use to pay staff

PAY PER ºr rºº HOi! R.Y.

Code nºt, yesei
-

VISIT WAGE
Full time staff

Part time staff

Per diem Staff

27. Does your organization provide bonuses?
■ lo........ 0 if no, go to 29.

28. If yes, are bonuses:

tied to productivity?
based on company profit? IlC)........

based on specific outcomes? (probe for examples) no........ 0
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29.

30.

31.

32.

Is your organization applying any of the following techniques to control costs of providing
home care? (circle all that apply)
limiting benefits by placing a total dollar amount ceiling no....0 yes.... 1
limiting benefits by or using a copayment no....0 yes.... 1
using case managers to limit eligibility no....0 yes.... 1
using case managers to limit chronic care service use no....0 yes.... 1
reducing administrative costs no....0 yes.... 1
developing contractual arrangements with providers for chronic care services

no....0 yes.... 1

About what percent of revenues does your agency spend on administration?
%

HEALTH PROMOTION

Does your organization currently provide any services that are preventive or aimed at
early intervention? T10......... () yeS........ l

If yes, what types?:

well baby care b. flu or other vaccines c.ask-a-nurse hotline
home exercise programs e. BP/health screening fairs f cardiac rehab
cardiac prevention h. childbirth and newborn care
other

Do you target prevention or specialized health education services to any specific age or
ethnic populations? In O......... () yeS........ l

If yes, what types, and to what populations?
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33.

34.

35.

36.

Are there any new early intervention, prevention or health education services that you
plan to offer in the next 12-24 months? T10......... () yeS........ |

If yes, what types ofServices/populations?

In which of the following ways has senior management expressed a commitment to move
into managed care?
written report or planning document no....0 yes.... 1
meetings with administrative staff no....0 yes.... 1
meetings with shareholders no....() yes.... 1
meetings with related organizations no....0 yes.... 1
development of a system integrating health care service delivery with the financing of the care.
or developing programs in which your organization shares some of the financial risk
no....0 yes.... 1
all of the above no....0 yes.... 1
other, describe: no....() yes.... 1

Are there any steps your organization is currently taking to become more effective in
operating in the managed care market? (write in answer, and use choices below for a start
at categorization of answers)

implementing new types of referral strategies to generate non-Medicare referrals
■ lo......... 0 yes........ |

developing a staff training program to orient staff to managed care service philosophies and
mechanisms

What are the three most important strategies your organization is pursuing to respond to
managed care?
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37. What are the two most important impacts of managed care on your agency?

38. What are the two most important impacts of managed care on your staff?

1.

2.

39. What are the two most important impacts of managed care on your patients?

I.

2.

Thank you so much for your time and participation. I will be glad to send you an executive
summary of the research findings as soon as they are available. To complete your participation in
the study, there is a brief set of questions regarding some of your agency’s client and contract
statistics that I would like to FAX to you. I will ask you to return this information within days.
Would you be willing to do that? I really appreciate your time.
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CAHSAH

CALIFORNIA
ASSOCATION FOR

HEALTH SERVICES
AT HOME

723 S Street
Sacramento, CA 95814–7021

(916) 443-8055
(916) 443-0652 FAXDear

Thank you so much for the time you spent on the telephone with me during our interview
about your agency and managed care.

In order to complete you participation in the study, please answer the following questions
and return to me within the next 3 days. If you have questions, please phone me at (916)
554-6110. If I am not available, please leave times I may reach you on voice mail and I will
return your call as soon as I am able.

Once again, many thanks for your contribution to an improved understanding of the impacts
of managed care on home care organizations. I hope to send you an executive summary of
this dissertation study in the next 6-8 months.

Sincerely,

Meryl Rappaport, Ph. D. Candidate
Senior Education Consultant
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CONFIDENTIAL - MEDICARE CERTIFIED
INFORMATION REQUESTED BY UCSF/CAHSAH MANAGED CARE STUDY

Agency I.D. Number Date of Interview: Respondent’s Name:

Thank you for providing accurate information to support this research study. I truly appreciate it!

1. Approximately what is the population in your service area?

2. How many total full time equivalent (FTE) staff do you have on your:
payroll on contract basis

3. How many clients did your Medicare-certified agency serve in 1994 under these categories:

a Total # of patients
b. Total # of visits

c. Average Length of Stay
d. Average # of visits |- I
e. Average length of visits

- - -

4. In the past 12 months, estimate the percentage of your agency's revenues from the
following sources:

% revenue

Medicare - Fee-for- service
Medicare - HMO Cost contract
Medicare - HMO Risk contract
Medicaid
Medicaid -Managed Care
Out-of-pocket/Private Pay
Private insurance - Indemnity
Other managed care
Charitable Sources/Other
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5. In the past year, what percent of your agency's clients came from the following payer
Sources:

% clients
Medicare - Fee-for-service
Medicare - HMO Cost contract
Medicare - HMO Risk contract
Medicaid

Medicaid -Managed Care
Out-of-pocket/Private Pay
Private insurance - Indemnity
Other managed care
Charitable Sources/Other

6. We would like to know how many contracts your organization has with organizations of
the following types, and whether these arrangements are contractual (that is, transfer
agreement, management contract, joint venture) or informal (non-contractual
arrangements).

How many contractual arrangments does your agency have with:

a. HMOS
b. PPOs

c. IPAs

d. acute care hospitals
e. physicians groups
f outpatient clinics

-

g. DME or HME companies
h. home infusion companies
i. other home care organizations
j. nursing homes
k; otherspecify:

Comments:

THANK YOU FOR YOUR TIME: PLEASE FAXTO (916) 443-0652 by
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CAHSAH

CALIFORNA
ASSOCATION FOR

HEALTH SERVICES
AT HOME

723 S Street
Sacramento, CA 95814–7021

(916) 443-8055

Dear (916) 443-0652 FAX

Thank you so much for the time you spent on the telephone with me during our interview
about your agency and managed care.

In order to complete you participation in the study, please answer the following questions
and return to me within the next 3 days. If you have questions, please phone me at (916)
554-61 10. If I am not available, please leave times I may reach you on voice mail and I will
return your call as soon as I am able.

Once again, many thanks for your contribution to an improved understanding of the impacts
of managed care on home care organizations. I hope to send you an executive summary of
this dissertation study in the next 6-8 months.

Sincerely,

Meryl Rappaport, Ph. D. Candidate
Senior Education Consultant
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CONFIDENTIAL -PRIVATE HOME CARE
(or Entity operating managed care business)

INFORMATION REQUESTED BY UCSF/CAHSAH MANAGED CARE STUDY
Agency I.D. Number Date of Interview: Respondent’s Name:
Thank you for providing accurate information to support this research study. I truly appreciate it!

1. Approximately what is the population in your service area?

2. How many total full time equivalent (FTE) staff do you have on your:
payroll on contract basis

3. How many clients did your agency serve in 1994 under these categories:

a. Total # of patients
|b. Total # of visits

c. Average Length of Stay
d. Average # of visits

- -

e Average length of visits
-

4. In the past 12 months, estimate the percentage of your agency's revenues from the
following sources:

% revenue
Medicare - Fee-for- service
Medicare - HMO Cost contract
Medicare - HMO Risk contract
Medicaid

Medicaid -Managed Care
Out-of-pocket/Private Pay
Private insurance - Indemnity
Other managed care
Charitable Sources/Other
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5. In the past year, what percent of your agency's clients came from the following payer
Sources:

% clients
Medicare - Fee-for- service
Medicare - HMO Cost contract
Medicare - HMO Risk contract
Medicaid

Medicaid -Managed Care
Out-of-pocket/Private Pay
Private insurance - Indemnity
Other managed care
Charitable Sources/Other

We would like to know how many contracts your organization has with organizations of
the following types, and whether these arrangements are contractual (that is, transfer
agreement, management contract, joint venture) or informal (non-contractual

6.

arrangements).

How many contractual arrangments does your agency have with:

b. PPOS

c. IPAS

d. acute care hospitals
e. physicians groups
f. outpatient clinics

- -

g. DME or HME companies
-

|h. home infusion companies
i. other home care organizations
j. nursing homes

| K. otherspecify:

Comments:

THANK YOU FOR YOUR TIME: PLEASE FAXTO (916).443-0652 by
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