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Abstract
Issue: COVID-19 focused attention on
the shortcomings of post-acute care.
Growing financial and operational
challenges for skilled nursing facilities
(SNF) are leading to instability,
reallocating transitions of care from SNF
to home health (HH). Payers and policy
makers must reexamine how dollars are
allocated.

Impact: Payers and providers in local
markets may be unprepared to ensure
quality services in the event of significant
shifts in post-acute supply. Further,
significant supply changes may lead to
greater disparities for vulnerable patients
if, for instance, institutional providers
were to exit markets that serve lowincome patients.

Background: Recently, HH referrals
exceeded SNF for the first time and
COVID-19 exacerbated trends as HH
rebounded faster than SNF. Shifting
demand, due to patient preference and
growing financial incentives under risk
contracting, may result in SNF closures.

Potential Remedies: Understanding the
areas at highest risk of service disruption,
securing equitable payment models, and
proper information exchange investment
will help support vulnerable patients
transitioning through the post-acute
system.
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Financial And Operational Challenges
Intensified During Pandemic
The COVID-19 pandemic, which put healthcompromised older adults disproportionately at
risk, has focused attention on key unsustainable
issues plaguing long-term and post-acute service
providers. 2018 post-acute care Medicare fee-forservice spending totaled $58.6 billion. [1] Of that
total, 79% was directed to skilled nursing facilities
(SNF), $28.5 billion, and home health agencies
(HHA), $17.9 billion. [2] [3] Historically,
referrals to these post-acute settings have been
riddled with unequal access and wide variability
in spending and quality of care. [4] [5] Payers and
policy makers face significant challenges and
difficult tradeoffs in charting a course forward to
create more efficient and equitable systems of
care that support patients’ post-acute care needs.

Existing trends toward use of home health will
likely continue, and yet investments in structures
and processes that can ensure high quality care
for an increasingly acute population returning
home remain nascent. This shift further
destabilizes nursing facilities, who will continue
to play an evolving yet critical role amidst
increasing performance pressures on top of
increasingly untenable financial (unsustainable
funding mechanisms) and operational (declining
occupancy and workforce stability) challenges. [6]
[7] [8] This brief tees up key considerations as
stakeholders reexamine how dollars are allocated
and how quality care is maintained in the
evolving post-acute sector.

Trends Point to Post-Acute Reorganization
The shortcomings of the current post-acute care
delivery model highlighted by the COVID-19
pandemic are leading to a reorganization of
services that, if not given the proper attention,
may exacerbate existing inequities in how patients
access and experience post-acute care along the
lines of payer source (e.g., Medicare/Medicaid),
rurality, race and ethnicity, and/or other factors.
[9] [10] [11] Trends leading to this service
redistribution include evolving referral patterns
(i.e., shifting referrals from SNF to HHA),
increasingly fragile financing methods (e.g.,
Medicaid and growing Medicare Advantage
(MA)), challenging workforce concerns (e.g., low
pay, burnout), and inadequate communication
across providers (i.e., limited and untimely

information). To ensure access to high quality
post-acute services, policy makers must maintain
focus on this evolving sector of the Medicare
program.

Home Health Eclipsing Skilled Nursing
Facility Volume

In 2018, demand for post-acute services crossed
an important threshold when HHA claims
exceeded SNF claims for the first time. As these
trends likely continue, non-viable operating
margins may cause closures within the SNF
provider market. [12] Alternative payment
models (e.g., accountable care organizations,
bundled payments) helped to jump start the shift,
as many hospitals viewed reduced utilization of
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institutional post-acute as the source of savings in
the Medicare sponsored programs. [6] [13] MA
growth has been another driver of volume
redistribution, with 34% of Medicare enrollees
enrolled in a MA plan in 2019, prioritizing lower
intensity post-acute services. [7] [14] Changes
experienced under COVID-19 may accelerate
this shift. While April 2019 to April 2020 yearover-year HHA hospital patient discharge
referral volume declined by 23.0%, SNF hospital
patient discharge referral volume declined by
36.4% in April 2020 as compared to April 2019,
and, as of October 2020, HHA recovery had far
outpaced SNF recovery, with year-over-year
HHA hospital patient discharge referral volume
9.0% above October 2019 referral volume levels,
yet SNF hospital patient discharge referral
volume was still 17.0% below October 2019
referral volume levels. [15] [16]

Figure 1: Percentage Change in
Referral Volume From Hospital

Authors' presentation of Avalere
Health, LLC analysis of Medicare
FFS claims using Inovalon data [15],
CarePort Health analysis of 4
million referrals from 390 referring
organizations across 37 states [16]
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the Medicare Board of Trustees in 2019, twothirds of SNF providers are projected to have
negative margins by 2040. [12] [17] SNF
providers could see a rapid deterioration as
MedPAC argues for a reduction in Medicare
payments and volume recovery is at risk of
remaining anemic in a post-pandemic
environment, highlighting the delicate crosssubsidization model between short-term
(primarily Medicare -$544 per patient day)
volume and long-term (primarily Medicaid
-$216 per patient day) volume in nursing homes.
[1] [18] Additionally, the steady migration to
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economic redistribution are likely to favor already
stable SNFs serving patients in economically
advantaged communities.
HHAs are looking at a similarly tenuous fate,
with up to 80% of these entities also facing a
trend toward negative margins. [17] Home health
is facing a similar workforce crisis as SNFs with
low pay and burnout. [19] Absent a solution to
address the tenuous financial situation and
workforce challenges, HHAs may not be
positioned to support a significant shift of volume
from SNFs. Patients will ultimately suffer from a
lack of quality services offered in certain
geographic areas.

Significant Workforce Challenges Plague
Post-Acute Providers

Thin post-acute margins have also translated to
workforce issues. In the nursing home
environment, one in six workers has a second job
and 70% feel obligated to work while sick. [8]
The pandemic highlighted these concerns as well,
as community spread led to widespread infection
in and across nursing homes as staff moved across
multiple sites of employment. [20] Many facilities
are facing shortages of workers as the lack of
worker protections and general fear propagate.
[21] High rates of vaccine refusal among nursing
home staff reflect mistrust and hesitancy,
propagated by underpaid staff working in a

rigidly regulated environment. [22] Home health
is facing a similar workforce crisis, with high
turnover, inadequate training and care giving
often falling on family members. [19]

Optimal Communication Remains Elusive

A recent national survey of SNFs revealed that
there are “significant shortcomings in the
completeness, timeliness, and usability of
information provided by hospitals to support
patient transitions.” [23] Poor information
sharing puts patients at significant risk of gaps or
errors in care that lead to adverse events and
rehospitalization. [24] [25] Focus groups with
home health nurses elucidated similar issues of
medication management and ineffective
communication that affected transitions and
patient safety. [26] The pandemic further
highlighted both the challenges of poor
communication and the benefits of strong
communication in curbing the spread of
infection. [27] Even when health systems invest
in trying to shore up information continuity,
these investments occur selectively - focused on
the hospital/post-acute relationships that have
been historically strong. [28] [29] Targeted
transitional care improvements create uneven
benefit, further marginalizing certain post-acute
providers and the patients they serve.
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Wave Of Skilled Nursing Facility Closures On
The Horizon, Exacerbating Existing Access
Disparities
Without policy intervention, persistent SNF
operational challenges may ultimately lead to
service rescaling or even closures. Payers and
health systems in local markets may be
unprepared to ensure quality of care and access to
appropriate substitutable services (i.e. in a home
health context). Prior studies revealed the relative
risk of nursing home closures were more
concentrated in communities that had “higher
proportion of Black or Hispanic populations or a

higher poverty rate.” [30] Given that nursing
home facilities with higher proportions of racial/
ethnic minorities also reported more COVID-19
cases and deaths and were more likely to be
penalized in the new Skilled Nursing FacilityValue Based Purchasing model (SNF-VBP), it is
highly likely that the vast majority of adverse
impact will occur in disadvantaged communities.
[31]

Promising Remedies Include Care Integration
For High-Risk Communities
To maintain adequate post-acute services,
policymakers can focus efforts on investment in
high-risk communities, shoring up new and
evolving payment models and accelerate
investment and supports for care integration,
including interoperable information exchange. By
focusing on these strategies, the Centers for
Medicare and Medicaid Services (CMS) can
ensure continuity of services and improve quality
in vulnerable communities.

Focus Investment in High-Risk
Communities

The CMS should begin to identify markets at
highest risk of post-acute service disruption,
either through facility closures or decreased
service levels. By identifying areas where
investment is needed most, CMS can hopefully

ensure that redistribution happens in an equitable
way that does not disadvantage minority
communities that have been subject to prior
market shifting activity.

Shore Up New and Evolving Payment
Models

Early evidence from the SNF-VBP revealed that
facilities serving more black or Hispanic patients
and/or with higher proportions of Medicaid
funded patients were more likely to be penalized
and less likely to receive bonuses. The SNF-VBP
formulas will have to evolve to address this
discrepancy, as those facilities will also be at
higher risk of closure post-pandemic. Further, as
the Home Health Value-Based Purchasing model
is implemented, it will be necessary to learn from
the current SNF evidence base and ensure that
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vulnerable communities are not adversely
affected, especially if those communities are
identified as high-risk.

Invest in Interoperable Information
Exchange

A concerted effort to enhance information
sharing practices that support post-acute
transitions (hospital-to-SNF, hospital-to-home
health, and SNF-to-home health) would greatly
benefit providers and caregivers who rely on
accurate and timely information to care for
patients. From a policy perspective, these efforts
need to focus on understanding and
systematizing informational needs specific to
these contexts. For example, summary of care
documentation that electronic health record

vendors are required to produce as part of their
certification criteria could be updated to reflect
information elements of particular interest to
post-acute providers (e.g. notice of pending
studies, hospital contact information, patient’s
social and behavioral needs). [23] [32] Payment
policy could also more strongly enforce the
timing of communicating key information to the
next provider of care. These process-based
changes are particularly important to create
consistency and uniformity across hospitals’
discharge practices; current financial incentives to
improve post-acute transitions have resulted in
uneven, varying, and sometimes superficial
strategies that are not resulting in the improved
outcomes we’d hope to see. [29] [33] [34]

Conclusion
Skilled nursing facility and home health volume redistribution will continue. Understanding the
areas that are at highest risk of service disruption, securing equitable payment models, and
investing in proper information exchange will help to support vulnerable patients as they
transition through the post-acute system.
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