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HEALTHY CHOICES e HEALTHY PEOPLE e HEALTHY COMMUNITIES
How Home Health Has Changed Over The Years

Prior to July 1998, Medicare paid home health agencies per visit. As long as the patient had a skilled need
and the services were ordered by a physician, we could continue visits with patients for a long period of
time. The Balanced Budget Act of 1997 was enacted on August 5,1997 and this significantly changed the
way Medicare paid for home health services. Home Health cuts originally were estimated at $16 billion for
expenditures over four years. Instead, the cuts totaled $78 billion in less than three years.

In July of 1998 Medicare went to the Interim Payment System (IPS). Under IPS each Home Health Agency
was provided with a certain payment, per patient, per year. In other words if we saw a patient for daily dress-
ing changes we were paid a set amount regardless of how many visits we made for the entire year. We were
paid just $3,000.24 per patient per year. It was the same whether we saw patient 2 times or 200 times. The
onset of IPS caused numerous agency closures, 6 months later the total number of US Home Health agencies
dropped from 15,018 to 13,018, with a total number of Medicare certified agencies dropping from 10,444 to
7,880. In Illinois alone 71 agencies licensed by the state had closed and 42 additional agencies closed
through August 1999.

As of October 1, 2000 Medicare again changed it’s method of payment to Home Health agencies for skilled
care. Perspective Payment System (PPS) is now in place and agencies are now provided with a standard
fixed payment for every 60 days of care for a given patient. Payment rates are adjusted to reflect the varying
needs of different patients. As home care had historically been practiced, agencies were able and willing to
replace family caregivers. Caregivers who did not want to get involved in dressing changes, high tech proce-
dures and other treatments could often count on daily services from a Homecare provider. Homecare ser-
vices were sometimes used as a way to pacify families of the chronically ill. Now, under PPS, home health
providers enlist families, caregivers and other providers to be involved in patient care from the onset. Our
goal is to help patients become independent as soon as possible.

As of 1/1/08, we started the revised PPS. One of the main changes with this PPS refinement was that it
eliminated the 10 visit therapy requirement for therapy reimbursement. Therapy thresholds are now at 6, 14,
and 20 visits with a gradual increase in payments between the 1% and 3™ therapy thresholds. Another main
change which was beneficial was that additional case mix diagnosis were added.

The next major health care systems reform is the “Pay for Performance” initiative & is proposed to begin in

2011.
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