chapter five�subacute care:  variation across market areas


I.	Introduction


	This chapter discusses key findings from the market area study conducted in four sites:  Los Angeles, Miami, Boston, and Columbus.  Following our initial exploration of the field and discussions with our Advisory Group, it became apparent that the development of subacute care varies dramatically across the country.  The intent of our market area analysis was to try to identify factors that influence the development of subacute care in an area.  In this way, we hope to be able to do a better job assessing national trends and issues - the fundamental objective of this study.


	We examined four main factors in order to identify suitable sites for the market area study.   These factors included the presence of state-of-the-art subacute care, the diversity of providers and subacute platforms, geographic representation, and variation in private and Medicare managed care penetration.  Upon the advice of our Advisory Group, based on these factors, we narrowed the potential sites to four sites.�   Los Angeles was selected due to its reportedly large supply of state-of-the-art subacute care providers and its high managed care penetration.  Miami was chosen because of its high Medicare managed care penetration and its reported abundance of state-of-the-art subacute care providers.  We selected Boston for its diversity of subacute care providers, and we chose Columbus to provide some geographic representation.


	We conducted site visits with 19 state-of-the-art subacute care providers and collected data on facilities and patients from those providers following our site visits.  In addition, we developed interview protocols and obtained market-area specific information through interviews with key stakeholders, including Medicare Intermediaries, managed care organizations, state health agencies, hospital discharge planners, providers and industry representatives, physicians, and consumer groups.  We also collected data from published and unpublished sources for each market area.


	This chapter discusses the variation in the development of subacute care across the four market areas.  In Chapter Three, we discussed the national issues affecting the development of subacute care such as Medicare payment policies.  This chapter focuses instead on those factors which tend to have a local influence.  First, we discuss some of the challenges to comparing subacute care providers across market areas.  Second, based on our research, site visits, and interviews with providers and other stakeholders, we present an overview of the four areas. Finally, we explain factors which account for the differences in the development of subacute care in the market areas.  We attempt to answer the following questions:


What were the key challenges to comparing the development of subacute care across market areas?  The key challenges to comparing market areas involved difficulties in quantifying subacute care and in identifying subacute care providers.


What are the characteristics of the market areas that we visited?  We discuss each market area in terms of its institutional post-acute market, managed care market, and regulatory environment.�


What factors account for the differences in the development of subacute care across market areas?  We find that several factors influence the development of subacute care including, managed care penetration, market inefficiencies, and regulatory barriers.





II.	What Were the Key Challenges to Comparing the Development of Subacute Care Across Market Areas?


A.	We experienced difficulty in quantifying the amount of subacute care being provided in a market area.


	In selecting sites to visit, we attempted to find areas that differed in terms of the development of subacute care.  We assumed that we would be able to determine the amount of subacute care being provided in the market areas and to make some relative comparisons regarding the volume of subacute care across market areas. However, we experienced significant difficulties in our attempts to quantify the amount of subacute care in market areas. As discussed in Chapter Two, it is difficult to estimate the amount of subacute care present in a market area due to various definitions of subacute care and the lack of data available on subacute care providers and patients.  Thus, we were unable to quantify the volume of subacute care.  As a next step, we decided to attempt to estimate the amount of subacute care based upon our interviews and observations made during site visits.  However, that proved to be equally difficult since even our team members had disagreements regarding the level of subacute care activity in an area.


	Although we had been informed by our Advisory Group that we would find a large supply of subacute care providers in Los Angeles and Miami and relatively less in Boston and Columbus, we found that perceptions of the development of subacute care differ from the reality that we observed in the market areas. For example, we attempted to contact a SNF in Miami which was reportedly a state-of-the-art subacute care provider.  After repeated attempts to contact the facility, we learned that the facility was in the process of developing a subacute care program, but the unit had not yet been built.  This example illustrates that it is difficult to determine the actual amount of subacute care being supplied in an area.  Furthermore, although we cannot offer any data to refute claims regarding reported amounts of subacute care in any market area, we suggest that any such estimations should be viewed cautiously, given the lack of quantifiable information.


	It was our impression that, in relative terms, subacute care “activity” and probably volume relative to the total population is greatest in Los Angeles, followed by Miami, Boston, and Columbus, in that order.  This subjective conclusion, reached after debate among the research team, draws on our observations regarding such things as organized provider activities around subacute care issues; the ease with which we were able to find self-identified subacute care facilities; and our discussions with health plans, hospital discharge planners, and providers in each area whom we asked to describe whether subacute care was a growing phenomenon or a minor factor in local health care.


B.	We experienced difficulty in identifying subacute care providers due to variations in naming conventions.


	In attempting to set up site visits to providers in market areas, we experienced difficulties in identifying subacute care providers in market areas due to variations in naming conventions.  For example, we were informed that both Los Angeles and Miami had large supplies of subacute care providers.  During our site visits we found that many facilities in Los Angeles self-identified and marketed themselves as subacute care providers, while most facilities in Miami did not.  Yet it is questionable whether the facilities which purport to provide subacute care services are providing that level of care.  In addition, it is unclear whether or not those facilities which do not self-identify as subacute care providers do in fact deliver a subacute care level of care. 


	Boston provides a unique example of a subacute market due to its diversity of post-acute providers.  While we were advised that Boston does not have a large supply of subacute care providers, we, in general, found that only SNFs identify as subacute providers.  Thus, perceptions of the market may underestimate the amount of subacute care being provided by not considering other provider types, including long-term and rehabilitation hospitals.  These facilities provide an acute level of care and would have little incentive to identify themselves as subacute care providers, although they may provide a subacute level of services for some patients.  


III.	What Are the Characteristics of the Market Areas That We Visited?


A.	Los Angeles has a large number of post-acute providers, many of which self-identify as subacute care providers.


	The Los Angeles market area has a large number of post-acute providers, most of which are freestanding SNFs (Exhibit 5.1).  According to 1994 data, Los Angeles has 369 freestanding SNFs and 51 hospital-based SNFs (California Department of Health Services, 1995). However, Los Angeles has only three long-term hospitals and 11 rehabilitation hospitals with an additional 30 rehabilitation units (HCFA, 1995).  Based on our site visits and interviews, we found that most subacute care is provided in SNFs in this market area.  The California Association of Health Facilities estimates that only 16 percent of Los Angeles SNFs provide subacute care services.  Yet, we observed that many Los Angeles facilities self-identify as subacute care providers.  Given that subacute care is marketed primarily by SNFs, it is presumably advantageous to those providers to market themselves as subacute care facilities in order to compete with each other.


	Among Los Angeles residents, a moderate number are covered under Medicare and Medicaid, at 10 percent and 16 percent respectively.  Yet, more than one quarter of Los Angeles residents (26 percent) are uninsured.  Despite this fact, Los Angeles has the highest HMO enrollment in the nation with over five million enrollees.  Both managed care and Medicare managed care penetration are 35 percent in that market.  Moreover, Los Angeles has a high number of physicians under capitation.  In 1993, 69 percent of primary care physicians and 57 percent of specialist physicians were under capitation.  Currently, Los Angeles has 21 HMOs with Kaiser as the dominant competitor, meaning that its HMO market share exceeds 33 percent.  Los Angeles has a great deal of managed care experience with the average age of a health plan at 16.7 years.�  Furthermore, Los Angeles has a highly competitive HMO market with an Index of Competition at 0.84. (Interstudy, 1994)�


	Currently, California does not have Certificate of Need (CON) requirements.  Without this barrier, the number of hospital-based SNFs has increased, while the number of freestanding SNF beds has remained relatively constant.  This is said to reflect the high cost of land in the area and the fact that to develop a new freestanding SNF requires a substantially greater investment than does converting unused hospital beds to a SNF unit.  However, California is now considering adopting CON requirements for hospital-based SNFs only.


�
Exhibit 5.1�The Four Markets Differ Widely in their Amount and�Type of Post-Acute Care


� EMBED Excel.Sheet.5  ���


Notes:	(a)	HCFA’s Office of Survey and Certification reports only one rehabilitation unit for Columbus; however, four units are identified in the Medicare Cost Report data.


	(b)	AHA, 1992 Annual Survey of Hospitals Data Base lists two other Long-Term  care hospitals in 1992 for Miami:  North Gables Hospital and Jewish Home and Hospital for the Aged.


*  Includes both freestanding and hospital-based nursing facility units.





Sources:	(1)	Data from the OSCAR report on PPS excluded hospitals and units as of March 28, 1995.


	(2)	 American Health Care Association, Facts and Trends:  The Nursing Facility Sourcebook, 1994.  (Figures include non-Medicare certified facilities and beds.)  Data for 1993.


	(3)	Office of Statewide Health Planning and Development, Annual Utilization Report of Long-Term Care Facilities, 1992.  Health Services Areas 11-14.  Data for 1992.


	(4)	Ohio Department of Human Services data files CY93.1, CY93.2.  Data for 1993.


	(5)	State of Florida Agency for Health Care Administration, Florida Community Nursing Home Bed Need Projections by District and Subdistrict., March 16, 1995.  Data for 1994.


	(6)	Boston data from the Rate Setting Commission, 1993 Utilization Report, Long-Term Care Bureau.  Data for 1993.





B.	Miami has high penetration rates of both private and Medicare managed care.


	In the Miami market area, we found that post-acute care is delivered primarily in freestanding SNFs.  The area has three long-term hospitals, one rehabilitation hospital, and six rehabilitation units (HCFA, 1995)  Yet, it has 58 freestanding SNFs (Florida Agency for Health Care Administration, 1995).  According to the Florida Hospital Association, only 39 out of 210 acute care hospitals in the State of Florida have hospital-based SNFs, but an additional 19 hospital-based SNFs have been approved.  In seeking facilities that would be appropriate to visit for our study, we found that few facilities in Miami self-identify as subacute care facilities.  Most hospitals have informal relationships with freestanding SNFs and discharge their patients only to those facilities.  Due to these relationships, facilities may not need to distinguish themselves as subacute care providers, although they may provide subacute care services.


	Among Miami residents, 12 percent are covered under Medicare, 17 percent are covered under Medicaid, and 29 percent are uninsured.  Miami has high managed care penetration (28.1 percent) and an even higher Medicare managed care penetration (29.9 percent).  While 10 percent of specialists in the area are under capitation, more than three times that number of primary care physicians (31 percent) are under capitation. Miami has 21 HMOs with an average plan age of 10.8 years, but no one HMO has a dominant share of the market.  The Index of Competition is at 0.89, indicating a highly competitive HMO market structure (Interstudy, 1994).


	Florida has CON requirements for hospitals that have been in effect since the early 1970s.  Under these regulations, hospitals have several options for converting acute beds to SNF beds.  Hospitals can buy an existing SNF, obtain a CON for a SNF, or obtain a CON to convert acute beds.  However, hospitals cannot lease beds from a SNF.  These regulations were perceived to contain a regulatory loophole because hospitals had a means by which to convert beds without CON review.  In 1994, Florida regulations were modified to require a CON for the conversion of a general acute hospital to a long-term hospital.  Currently, there is a bill under consideration to allow a one time conversion of acute beds to SNF beds.  If this bill passes, it will create another regulatory loophole to allow conversion without a CON. 


C.	Boston has a diversity of post-acute care providers and a perceived excess of nursing facility beds.


	In the Boston market area, post-acute care is delivered by a range of provider types, including long-term and rehabilitation hospitals, as well as SNFs.  In fact, one-tenth of all long-term hospitals in the U.S. are in the greater Boston area, in part due to Massachusetts state licensing of chronic disease and rehabilitation hospitals.  Boston has 15 long-term hospitals, four rehabilitation hospitals, and two rehabilitation units (HCFA, 1995).  Also, Boston has 198 SNFs including both freestanding and hospital-based SNFs (Massachusetts Rate Setting Commission, 1993).  All of these provider types compete for patients who may be “subacute.”  Although the number of self-identified subacute care providers is growing, many of the facilities do not self-identify as subacute care providers.  Instead, we found that Boston facilities distinguish themselves from other providers based on location and specialized programs, which may or may not include provision of subacute care services.


	In Boston, the percentage of the population with Medicare coverage and the lacking insurance coverage altogether are both 12 percent.  The percentage of the population with Medicaid coverage is nine percent.  Boston has high managed care penetration (36 percent) and very low Medicare managed care penetration (3 percent).  In Boston 17 percent of primary care physicians and two percent of specialists are under capitation.  The area has 12 HMOs without a dominant competitor, and the average plan age is 12.8 years.  The HMO market in Boston is highly competitive with an Index of Competition at 0.78 (Interstudy, 1994).


	Massachusetts has a DON approval process for hospitals and NFs.  Currently there is a perceived excess of nursing facility beds in the state and a moratorium on new development.  The Massachusetts Department of Public Health authorized hospitals to convert 500 empty beds to SNF beds.  The moratorium has permitted some hospitals to develop hospital-based SNFs or to buy nursing facility licenses for beds and move the beds into the hospital.  Recently, the number of hospital-based SNF beds has grown.


D.	Columbus has moderate managed care penetration and has recently changed its CON review process.


	Columbus has 82 SNFs (at least two of which are hospital-based) and no long-term or rehabilitation hospitals (Ohio Department of Human Services, 1993).  Given this fact, institutional post-acute care is delivered mainly in freestanding SNFs.  We found that most post-acute providers do not self-identify as subacute care providers, although they may provide services which could be classified as subacute.  The Ohio Health Care Association estimates that out of 1,100 SNFs in the state, about 100 to 200 provide subacute care services.


	In the Columbus market area, 12 percent of the population is uninsured.  An additional 10 percent have Medicare coverage, and seven percent have Medicaid coverage.  Columbus has nine HMOs and one dominant competitor with an average plan age of 12.3 years.  Yet, Columbus has only moderate managed care penetration (24 percent) and very low Medicare managed care penetration (0.7 percent).  One-quarter of Columbus’ primary care physicians are under capitation and four percent of specialists are capitated.  The HMO market is moderately competitive with an Index of Competition at 0.63 (Interstudy, 1994).


	In April 1995 the Ohio General Assembly passed a bill to phase out Ohio’s CON review process.  Under the new legislation, effective May 1, 1997, the Ohio Health Department will develop service and quality-of-care standards and monitor quality indicators for hospitals instead of regulating the hospital industry (Willard, 1995).  Since long term care beds will continue to be regulated under the CON process, it is uncertain what effect this deregulation will have on the development of subacute care. 


IV.	What Are the Key Factors Influencing the Growth of Subacute Care in Each Market Area?


	Despite difficulty in quantifying the amount of subacute care in market areas, there appears to be some relationship between certain factors and the development of subacute care across market areas.  These factors are discussed below.


A.	Managed care.


1.	Virtually all people we interviewed stressed the relationship between managed care and subacute care.


	As part of our stakeholder interviews, we spoke to representatives of two major managed care organizations in each area.  Across market areas, these representatives asserted that managed care is the driving force shaping subacute care.  Also, they agreed with one another that the demand for subacute care would grow in relation to the growth in managed care enrollment.  Subacute care providers also agreed.


	In addition to health plans and providers, we contacted hospital discharge planners to inquire about their perceptions of managed care in their market area.  To select these hospitals, we asked the facilities that we visited to tell us what hospitals discharged to their facilities.  Since these facilities were purported to be state-of-the-art facilities, we assumed that the hospitals with which they worked would be more knowledgeable regarding the development of subacute care than other hospitals.  In our interviews, the discharge planners also indicated that managed care was a major player in the development of subacute care.  One informant in Boston, for example, told us that insurance coverage is the key determinant of patient placement.  If the patient has private insurance, s/he is placed based on patient and family choice, location, physician recommendation and other factors.  However, if the patient is a managed care patient, the health plan at a minimum limits the options.


2.	If managed care is such an important factor, why are so few patients in subacute care facilities paid for by managed care plans?


	All of the market areas studied have private managed care penetration rates above the national average (Exhibit 5.2).  In addition, both Los Angeles and Miami have Medicare managed care rates (at 35 percent) substantially higher than the national average (4.9 percent).  But, as discussed in Chapter Four, we found that Medicare fee-for-service is by far the dominate payor across all markets and institutional platforms of those we visited, with the exception of a few freestanding subacute SNFs in California.  We believe that this apparent anomaly may be explained by a number of factors.


	First, the types of services provided in subacute SNFs (e.g., “medical-complex,” hip fractures, ventilator care) are probably more likely to be required by older, more physically disabled people.  But Medicare managed care to date has attracted disproportionate share of younger, healthier beneficiaries (Mathmatica Policy Research, 1993).


�
Exhibit 5.2�Private and Medicare Managed Care penetration rates


�


Sources:	1	The Interstudy Competitive Edge 4.1 “Regional Market Analysis Report,” January 1, 1994.  Data for 1993.


	2	OMC Market Penetration Study-December 1994.  Data for 1994.


	3	Prospective Payment Assessment Commission and HCFA, Office of Managed Care.  Data for 1994.








	Second, it is likely that younger people (those enrolled in private health plans rather than Medicare) are more likely to go home at the end of a “shortened” acute hospital stay, compared to older people.  There are likely to be at least two factors at work in that regard.  Younger people are more likely to have willing and able caregivers at home to help them and “nursing homes,” no matter what they are called, still face challenges overcoming the image from their past.


B.	Types of managed care


	Although we were informed that managed care is an important factor in the development of subacute care, in our interviews and site visits we were told consistently that not all managed care is alike.  For example, Kaiser in Los Angeles enjoys an excellent reputation for its quality of care.  Moreover, Kaiser is the only HMO of those contacted which provides professional support to the facilities with which it contracts.  Another HMO, Pilgrim Health Care in Boston (which has recently merged with Harvard Community Health Plan) was one of the few health plans which mentioned involving physicians in placement decisions and placing patients out-of-network if recommended.  Conversely, we were informed of other health plans that dictate placement to hospital discharge planners by telephone only.  These HMOs also have case managers who have not visited the facilities to which they send patients.


	Particular models of managed care organizations may have an impact on the shape of subacute care in a market area.  For example, Friendly Hills in Los Angeles is a physician-owned HMO at global risk.  In this HMO, physicians in the network share the same financial incentives as the health plan because they share risk.  However, Friendly Hills does not discharge patients to subacute facilities because it can provide continued care in the hospital at a low marginal cost.  In addition, we found that the same managed care firms operate differently in different market areas.  For example, CIGNA in Boston case manages catastrophic cases, while CIGNA in Los Angeles case manages all patients.


	In addition to variations in patient management, managed care organizations vary in the kind of reimbursement offered to physicians.  We suggest that these differences can have an impact on the development of subacute care.  More “aggressive” managed care plans that include capitated payments are more likely to use subacute facilities in order to contain costs.  If physicians are under capitation, they have a financial incentive to shift the patient to the most cost-effective setting as soon as possible.  We find that this combined pressure is another factor that results in an increased demand for “subacute care,” as evidenced by the high percentage of capitated physicians in Los Angeles and in Miami (Exhibit 5.3).


Exhibit 5.3�Physicians Under Capitation - 1993 data


�


Source:	The Interstudy Competitive Edge, 4.1 “Regional Market Analysis Report,” January 1, 1994. 





C.	The development of integrated health networks.


	The formation of vertically integrated acute and post-acute care health delivery networks is changing the health care landscape in ways that are as yet poorly understood.   In selecting sites for the market area study, we did not visit different facilities owned by the same corporation.  However, we perceive that the location of specific integrated chains may have a significant effect on the development of subacute care in a market area.  Large corporations may decide to supply subacute care services in the areas in which they have facilities and compete with other subacute care providers.


	Of the market areas studied, Los Angeles has perhaps the greatest share of formal and quasi-formal integrated health networks.  For example, according to the Health Care Association of Southern California, 100 percent of Los Angeles hospitals have an arrangement with a subacute facility; 40 percent of these own their own SNF, and the remainder have a contractual or ownership relationship with a freestanding SNF.  In Boston, a large share of the hospital-based SNF beds are managed by a corporation that also owns a substantial share of the freestanding SNF beds.  In Columbus, Ohio, a hospital-based rehabilitation unit (this ”unit” is a separate building and both look like a hospital and are called one) is developing a joint venture with a local subacute freestanding SNF to own and run a hospital-attached SNF, attached to the hospital-attached rehabilitation unit (that looks like a hospital).  These and other types of collaborative ventures, in which multiple facilities offering a variety of services are joined together, combined with managed care’s pressure toward efficiency, may eventually result in systems where patients are truly served in settings that best meet their needs.


D.	Market inefficiencies.


	We had assumed that in areas with high managed care penetration, we would find low hospital use rates.  In addition, given that subacute care reportedly functions as a substitute for hospital care, we were surprised to find that three out of the four market areas have hospital use rates close to the national average.  However, all of the market areas have rates which are much higher than the managed care “ideal.”  Milliman and Robertson (1994) estimate that an optimal managed care rate of inpatient days is estimated to be 286 days per 1,000 persons� (see Exhibit 5.4).�  In the future, managed care organizations may exert increased pressure even on areas with low rates to push toward the managed care “ideal.”  This pressure could result in a potentially large increase in discharges to subacute care facilities.


Exhibit 5.4�Inpatient Days Per 1,000 Persons


�


*	Boston figures for inpatient days per 1,000 persons are for 1992 since the Bureau of the Census has not yet released 1993 population estimates.


**	Data for Columbus not available.


Source: 	Milliman and Robertson, Inc., Analysis of Medically Unnecessary Inpatient Services, 1994.


	Managed care ideal adjusted for over-65 population.





	Furthermore, the Milliman and Robertson report estimates that a large percentage of inpatient services are either medically unnecessary or could be more appropriately in an alternative setting.  The percentages of medically unnecessary days for the unmanaged, under-65-age population and for a Medicare population are 60 and 49 percent, respectively.  Three of the four market areas for which we have data have percentages close to the national average.  Milliman and Robertson suggest that utilization targets do not vary significantly by geographic region, although historical inpatient utilization varies regionally (Exhibit 5.5).  In the future, if managed care organizations aggressively cut the use of hospital inpatient services, there may be a large increase in the numbers of patients discharged from hospitals to subacute care facilities. 


E.	Regulatory barriers.


	Regulatory barriers including CON requirements and enforcement, have a direct impact on the development of subacute care.  Hospitals are limited in their ability to develop subacute care units in states with strict CON, unless they have other means by which to circumvent the regulations as is the case in Florida.  Since Ohio recently changed its CON policies, it is uncertain what the impact will be on the development of subacute care.  In Los Angeles, the lack of CON requirements has encouraged the development of subacute care thus far.�



Exhibit 5.5�Optimal Utilization Levels-1993 Data


�
Commercial Unmanaged�
Medicare Unmanaged�
�
�
Days/1,000�
% Unnecessary�
Days/1,000�
% Unnecessary�
�
Boston�
531�
65%�
3,769�
58%�
�
Los Angeles�
426�
57%�
2,823�
45%�
�
Miami�
500�
63%�
3,130�
50%�
�
Cleveland�
450�
59%�
3,402�
54%�
�
US�
446�
59%�
3,070�
49%�
�
Optimal managed care�
180�
---�
1,021�
---�
�
*Data for Columbus not available.


Source:   Milliman and Robertson, Inc.  Analysis of Medically Unnecessary Inpatient Days, 1994.





However, California is reviewing its CON policies, and new regulations may have an effect on any further development of subacute care.  Both Boston and Miami have CON, and in those areas we find that they provide less subacute care in SNFs as compared with Los Angeles.


F.	Subacute facility’s search for more and better-paying markets:  The impact on NFs of Medicaid reimbursement and changes in occupancy.


	The development of subacute care is driven not just by payors seeking more cost-effective services, but also by subacute facilities in search of more and better-paying markets. Los Angeles was, once again, one of the market areas we studied, where NFs are most obviously in need of new payors and markets.


	First, NFs in Los Angeles have the lowest occupancy of the four market areas (Exhibit 5.6).  Second, California Medicaid NF reimbursement is the only one of the four applicable systems that provides no additional Medicaid dollars to facilities that take patients with heavier care needs, except for those participating in a very small tightly-controlled special program.  For all practical purposes, California Medicaid pays each facility the same “flat rate,” regardless of the case-mix of care, needs of the patients.  The subacute idea and movement provides an opportunity for NF providers to petition Sacramento for higher Medicaid rates, tied to a new concept.


	Boston is a unique area which attracts patients from around the country due to its national reputation for specialty physicians and facilities.  Thus, patient discharge to subacute care and other facilities may be unlike those of other areas which serve a resident population.  Also, California provides an example of historical factors which influence market area characteristics.  Based in California, Kaiser is on the leading edge of managed care.  Kaiser has an ability to affect the development of subacute care due to its dominant market share and demand for services in the post-acute market.  


�
Exhibit 5.6�Los Angeles Nursing Facilities Have Lower Occupancy Than NFs in Other Areas


�


Note:	*	Boston and Columbus data for Nursing Facilities for 1993.


	(a)	U.S. numbers do not include rehabilitation units.


	(b)	Columbus does not  have any freestanding long-term care or rehabilitation hospitals.


	(c)	Boston does not have any rehabilitation units listed in the PPS9 Exempt File (FY1992).


KEY:  Numbers below bars indicate number of facilities in calculations.


Sources:	(1)	American Hospital Association, Hospital Statistics 1993-94 editions.


	(2)	Hospital defined with the Health Care Financing Administration OSCAR report, calculations using the American Hospital Association, 1992 Annual Survey of Hospitals Data Base and Rehabilitation Units Data from the PPS9 Exempt File (FY1992).


	(3)	Boston Data from the Rate Setting Commission, 1993 Utilization Report, Long-Term Care Bureau.  Los Angeles data from the Office of Statewide Health Planning and Development Annual Utilization Report of Long-Term Care Facilities, 1992.  Vol. 2:  Health Service Areas 11-14.  Columbus data from Ohio Department of Human Service Data Files CY93.1, CY93.2.  Miami data from the Agency for Health Care Administration Florida Community Nursing Home Bed Need Projections by District and Subdistrict, July, 1996.  National data from Charlene Harrington and Susan C. Thollaug et al.  State Data Book on Nursing Facilities, Staffing, Residents, and Facility Deficiencies, 1991-93, University of California, January 1995.





	In our interviews with provider associations, we noted that there is state-level activity  regarding subacute care.  For example, the Ohio Nursing Home Association produced a videotape on subacute care.  The Massachusetts Extended Care Federation works closely with the state on bed supply and related issues.  The Florida Health Care Association (a nursing home association) recently conducted a survey of its members regarding subacute care activity, therapy and nursing hours, and other issues.�   In California the nursing home industry sponsored and distributed a California-specific version of the Abt subacute study (discussed in Chapter Six).  According to this study, the potential savings to Medicare, Medi-Cal, and other payors were estimated to be $964 million in 1992 by substituting freestanding subacute SNF care for acute hospital care for patients in selected DRGs and by changing various coverage and payment rules.


G.	Additional Factors.


	In addition to the factors mentioned above, other unique factors have had an impact on the development of subacute care in various market areas.  For example, Miami has a large uninsured and Medicaid population.  According to our informants, these patients are not discharged to subacute care facilities, and therefore, subacute care development may be impeded by the demographics of the area.  On the other hand, Miami has a large Medicare population to its immediate north in Fort Lauderdale.  These out-of-county users may affect hospital use rates and average length of stay and could also affect discharge destination patterns.


�



� See Appendix C for a full discussion of our site selection process.


� The interviews with home health care providers, discussed extensively in Chapter Four, were designed primarily to compare full-service HHAs and national home infusion firms.  As noted in Chapter Four, we found that relatively few facility-based subacute patients move from subacute institutions to home health care.


� The average age of a health plan in the area is 16.7 years, giving Los Angeles a great deal of managed care experience.


� Note:  The Index of Competition provides an indicator of how markets vary between monopoly (one firm) and perfect competition (many firms, each with small market share).  The Index ranges between zero (no competition) and one (highly competitive).


� This estimate is based on Lewin-VHI calculations from 1992 population estimates from the 1994 Statistical Abstract of the United States.  Days adjusted for  the over 65 population or 12.6% of the total population using U.S. Bureau of the Census, Current Population Reports.


� The Milliman & Robertson estimates are controversial and are considered far too stringent by many observers.  However, the estimates are also widely-circulated among health plan managers, and they point in the general direction of the future.


� Results of this survey were not available at press time.
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