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Challenges/Opportunities for PAC

• Alternative Payment Models
• Medicare Advantage
• New payment models for SNF/HHA & possible move to site 

neutrality



Medicare Increasingly Moving from Fee-For-Service 
to Alternative Payment Models (APMs)
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In theory, APMs can…

• Improve care coordination
• Encourage use of better providers
• Lower use of inappropriate services

– Hospital (index/readmissions)
– EDs
– MDs
– Post-acute



We Have Strong Evidence from Three Major APMs…

• Medicare Shared Savings Program (MSSPs)
• Comprehensive Care for Joint Replacement (CJR) model
• Bundled Payments for Care Improvement (BPCI) initiative



• PAC is primary source of APM 
savings
– Push PAC “downstream” (e.g., 

SNF to HHA)
– Cut PAC length of use

• No impact on quality 
(mortality/readmissions)

• No change in choice of provider



SNFs are not happy…



Why is PAC the Piggy Bank?

• PAC is rarely the accountable 
entity
– First rule of APMs: better to push 

down on some else’s revenue than 
your own

• Potential waste in PAC



Newhouse and Garber, NEJM, 2013

Spending 
variation across 
HRRs largely 
driven by PAC 



Concerns with using PAC as Piggy Bank

• Piggy bank is not 
limitless

• Risk of cutting high-value 
PAC services

• Unintended 
consequences for SNF 
industry & families



Post-Acute Care Under Siege?

• Alternative Payment Models
• Medicare Advantage
• New payment models for SNF/HHA & possible move to site 

neutrality



Source: Kaiser Family Foundation, 2019



MA Accounts for Increasing Share of SNF Revenue Mix

National Investment Center for Seniors Housing & Care, Skilled Nursing Data Report, 2019





MA Pays Less Than Medicare FFS

MedPAC, Report to Congress, March 2019



MA Enrollees Use Less Institutional Post-Acute
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MA Enrollees Use Less Home Health

• Fee-for-service beneficiaries had: 
• 1.83 greater odds of receiving any home health
• 34% longer length of stay conditional on use

• Differences in clinical outcomes were small and inconsistent

Waxman et al. Am J Manag Care, 2016



MA Enrollees Use Worse Quality SNFs/HHAs

Meyers et al. Health Affairs, 2018 Schwartz et al. JAMA Network Open, 2019



MA versus FFS within a common SNF?

For patients hospitalized with hip fracture:

– MA patients had 5 fewer SNF days, 460 less 
therapy minutes

– Yet, similar/better outcomes of care in terms of 
ADL score, readmissions and transition to long-
stay nursing home resident

Kumar et al. PLOS Medicine, 2018



Post-Acute Care Under Siege?

• Alternative Payment Models
• Medicare Advantage
• New payment models for SNF/HHA & possible move to site 

neutrality



Can we incentivize high-value PAC 
directly?

• New SNF Patient Driven Payment Model 
(2019) and HHA Patient Driven Groupings 
Model (2020) models diminish role of therapy 
in payment
– PDPM/PDGM change incentives within settings 

but don’t directly address value of these services…

• PDPM is budget neutral, PDGM contains 
6.42% behavioral adjustment cut



Unified PAC PPS

• Creates a unified payment system for similar patients treated 
in any PAC setting

• Bases payment on patient characteristics, not where patients 
are treated

• Similar to PDPM/PDGM, changes PAC incentives but may not 
directly address overall value of these services…



Summary
• Post-acute providers are facing headwinds

– APMs/MA have used PAC as piggy bank

• New SNF/HHA payment models will change 
incentives around admissions, therapy

• Unified payment would go even further
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