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Home care is a cost-effective service, not
only for individuals recuperating from a
hospital stay, but also for those who, because
of a functional or cognitive disability, are
unable to care for themselves.  

At any given time, 1.4 million Americans are
receiving some form of healthcare at home
for a period of one to three months.  The
following are characteristics of this market
(sources: National Center for Health
Statistics):
• Receive skilled nursing services: 75%
• Over age 65: 70%
• Rely on Medicare as primary 

payment source: 52%
• Heart disease: 11%
• Diabetes:   8%
• Congestive heart failure:   4%
• Osteoarthritis:   4%
• Fractures:   4%
• Hypertension:   3%

COST  AN ALYS IS
  

According to The 2009 Market Survey of
Long-Term Care Costs, by the MetLife
Mature Market Institute, the average hourly
rate for home health aides provided by a
home care agency is $21 per hour.  Costs
range from an average of $30 per hour in
Rochester, Minnesota, to $13 per hour in
Shreveport, Louisiana.

According to the Centers for Medicare and
Medicaid Services, national expenditures for
home healthcare in 2009 were $69.7 billion,
an 8% increase over the prior year.

Home health industry expenditures are
distributed as follows (sources: Deutsche
Bank and Forbes):
• Home nursing, excluding Medicare 

(including commercial, Medicaid
 and other): 38%

• Equipment and other: 27%
• Medicare home nursing: 25%
• Hospice: 10%

Under some reimbursement systems,
insurers pay hospitals based on illness, giving
hospitals an added incentive to get patients
out of their beds as quickly as possible.
Home care can assist in meeting this need,
providing follow-up for patients who continue
to need care but do not need to remain in the
hospital.

Studies indicate that home care reduces
hospital inpatient days.  Providing regular
care in the home for certain conditions also
reduces ED visits.  Also it frees resources for
acute-care patients and more profitable
procedures.

HO SPIT ALS  IN  T HE  H OM E CAR E
MARKET 

  

According to Hospital Statistics 2009, by the
American Hospital Association, 66% of
community hospitals are direct providers of
some aspect of home care service (nursing,
physical therapy, occupational therapy,
respiratory care, equipment, etc.).  

Of Medicare-certified agencies, free-standing
proprietary agencies comprise 40%; hospital-
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based agencies make up 30%.  This differs
markedly from the industry composition in the
early 1980s, when public health agencies
dominated the ranks of certified agencies and
proprietary and hospital-based agencies
combined accounted for only one-fourth of
the total.  The number of hospital-based and
free-standing proprietary agencies has been
growing faster than any other type of
Medicare-certified agency, according to the
National Association of Home Care and
Hospice.

HO ME CAR E FOR S EN IO RS
   

Some three million people over age 65 can
only leave their homes with extreme difficulty,
according to Joanne Schwartzberg, M.D., the
American Medical Association’s director of
aging and community health.  Many suffer
from a complex mix of chronic conditions that
require constant attention. One solution is
home care for this population.

A recent study directed by Prof. Bruce Leff,
M.D., at Johns Hopkins University School of
Medicine found that providing acute, hospital-
level care to elderly patients in their homes
results in better treatment outcomes, higher
patient satisfaction, and lower costs than
traditional hospitalization for some serious
illnesses. 

According to Retooling for an Aging America,
90% of those receiving care at home get help
from family and friends; 80% rely solely on
them.
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Hospice and palliative services provide
patient end-of-life care.  The big difference
between hospice care and hospital-based
palliative care is that hospice care seeks to
move end-of-life patients out of the hospital to
a home environment.  

MARKET ASSESSM ENT
  

Annual hospice and palliative care
expenditures in the U.S. are estimated at 
$3 billion to $4 billion.  

Spending is distributed by payer as follows
(source: Modern Healthcare):
• Medicare: 79%
• Private insurance: 13%
• Medicaid:   5%
• Private sources:   2%
• Self-pay:   1%

HO SPICE  CA RE
  

Hospice Care in America - 2009 Edition,
published by The National Hospice and
Palliative Care Organization, provides the
following data on hospice care in the United
States: 
Characteristics of U.S. hospice programs
• 4,850 estimated operational hospice

programs
• 50% of hospices are not-for-profit, 46%

are for-profit, and 4% are run by
government agencies

• 77% of hospices had fewer than 500 total
admissions in 2008

Characteristics of patients served by
hospice
• An estimated 1.45 million patients were

served by hospice programs in 2008.
• The median time spent receiving hospice

care is 21.3 days.
• 57% of hospice patients are female; 43%

are male
• 67% are 75 years of age or older
• Primary diagnosis of hospice patients:

cancer (38%), heart disease (12%), and
dementia (11%); 15% have unspecified
debilities

• In 2008, 963,000 patients died under
hospice care.

Volunteer commitment
• Approximately 550,000 hospice

volunteers contributed 125 million hours
to hospices in 2008.

The following are the largest providers of
hospice care:
• Beverly Enterprises

(www.beverlycares.com)
• Manor Care (www.manorcare.com)
• Odyssey Healthcare (www.odyssey-

healthcare.com)
• VistaCare (www.vistacare.com)
• Vitas (www.vitas.com)

HO SPIT AL PA LLIA TI VE  CA RE
  

According to the Center to Advance Palliative
Care and the American Hospital Association,
31% of hospitals offer palliative care
programs.  Among hospitals with more than
50 beds, 47% have palliative care programs;
77% of hospitals with more than 250 beds

21 HO SPICE &  PALL IAT IVE  CARE
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have such programs.

Wherever a palliative care program has been
implemented, treating a patient, attending to
quality of life, and cost-effective service are
not mutually exclusive.  Palliative care
systems have been shown to enhance
compliance with pain and quality accreditation
standards and improved support for staff who
deal with complex diagnoses and around-the-
clock needs.  Pain, nausea, fatigue, and
weakness; depression or other psychological
issues; family needs; and provider-patient
communication – all of these interventions
improve when a hospital puts a palliative care
system in place.

In conjunction with the Center to Advance
Palliative Care, The Robert Wood Johnson
Foundation has funded Palliative Care
Leadership Centers – model programs that
offer hands-on technical assistance, training,
and a year of mentoring to hospitals hoping to
launch a palliative care program – at the
following hospitals:
• Fairview Health Services (Minneapolis,

Minnesota)
• Massey Cancer Center of Virginia

Commonwealth University Health System
(Richmond, Virginia)

• Medical College of Wisconsin (Milwaukee,
Wisconsin)

• Mount Carmel Health System (Columbus,
Ohio)

• Palliative Care Center of the Bluegrass
(Lexington, Kentucky) 

• The University of California (San
Francisco, California)  
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The 2009 Healthcare Cost and Utilization
Project, from the Agency for Healthcare
Research and Quality (AHRQ), provides
statistics for principal diagnoses, procedures,
and spending for stays at community
hospitals. 

Data for the most frequent diagnoses and
procedures are presented in this chapter.
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22 HOSPI TAL PATIE NT DIAGNOSES ,
PROCE DUR ES &  SPENDI NG

TABLE 22.1

Most Frequent Primary Diagnoses

•   Pregnancy, childbirth, and newborn infants: 9.25 million
•   Pneumonia: 1.22 million
•   Coronary atherosclerosis (coronary artery disease): 1.20 million
•   Congestive heart failure: 1.10 million
•   Non-specific chest pain:    857,000
•   Cardiac dysrhythmias (irregular heart beat):    749,000
•   Osteoarthritis (degenerative joint disease):    735,000
•   Mood disorders (depression and bipolar disorders):    729,000
•   Acute myocardial infarction (heart attack):    675,000
•   Disorders of intervertebral discs and bones in spinal 
    column (back problems):    636,000
•   Complication of device, implant or graft:    634,000
•   Septicemia (blood infection):    611,000
•   Chronic obstructive lung disease:    598,000
•   Skin and subcutaneous tissue infections:    597,000
•   Acute cerebrovascular disease (stroke):    537,000

http://www.hcup-us.ahrq.gov
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TABLE 22.2

Most Frequent Hospital Procedures

•   Blood transfusion: 2.38 million
•   Diagnostic cardiac catheterization, coronary arteriography 
    (diagnostic procedure to explore the functioning of the heart): 1.67 million
•   Repair of obstetric laceration: 1.37 million
•   Cesarean section (C-section): 1.35 million
•   Respiratory intubation and mechanical ventilation: 1.30 million
•   Circumcision: 1.22 million
•   Upper gastrointestinal endoscopy (procedure to view and
    biopsy the esophagus, stomach, and first portion of intestine 
    through a lighted tube): 1.21 million
•   Artificial rupture of membranes to assist delivery: 1.01 million
•   Fetal monitoring:    958,000
•   Prophylactic vaccinations and inoculations:    945,000
•   Episiotomy (surgical incision into the perineum and vagina to 
    prevent traumatic tearing during delivery):    393,000

TABLE 22.3

Spending For The Most Frequent Hospital Procedures

•   Coronary atherosclerosis (coronary artery disease): $17.5 billion
•   Acute myocardial infarction (heart attack): $11.8 billion
•   Congestive heart failure: $11.2 billion
•   Liveborn (newborn infant): $10.8 billion
•   Osteoarthritis (degenerative joint disease): $10.3 billion
•   Septicemia (blood infection): $10.2 billion
•   Pneumonia: $  9.9 billion
•   Complication of medical device, implant, or graft: $  9.4 billion
•   Adult respiratory failure, insufficiency, or arrest: $  8.1 billion
•   Disorders of intervertebral discs and bones in spinal 
    column (back problems): $  7.6  billion
•   Cardiac dysrhythmias (irregular heart beat): $  6.8 billion
•   Acute cerebrovascular disease (stroke): $  6.7 billion
•   Complications of surgical procedures or medical care: $  5.1 billion
•   Rehabilitation care, fitting of prostheses, and adjustment 
    of devices: $  5.0 billion
•   Diabetes mellitus with complications: $  4.5 billion
•   Biliary tract disease (gall bladder disease): $  4.4 billion
•   Chronic obstructive lung disease: $  4.2 billion
•   Fracture of neck of femur (hip fracture): $  4.1 billion


