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Valuation of Home Health Agencies: Introduction

Home health agencies (HHAS) are primarily engaged in
providing “a wide range of health care services that can
be given in [a] home for an illness or injury.”* There are
three types of services that typically fall under the
umbrella of home healthcare: (1) home healthcare
enterprises, which provide medical and supportive care;
(2) home care aide enterprises, which provide
nonmedical care or custodial/non-meal care; and (3)
hospice enterprises, which provide end-of-life care.?
Additionally, two of the main types of home healthcare
services are: (1) infusion therapy and (2) respiratory
therapy.® Utilization of home healthcare services “rises
with the number of chronic conditions and the functional
impairments that people have,” with approximately two-
thirds of all Medicare home healthcare users managing at
least four chronic conditions and at least one functional
impairment.* While the elderly are frequent recipients of
home healthcare services, chronically ill persons of all
ages may also utilize home healthcare services.®

Lawmakers and regulators have historically viewed
home health services with apprehension, largely due to
the high potential for fraud and abuse.® These concerns
have led to Medicare payment cuts and new regulatory
hurdles for home health providers at a time when home
healthcare is becoming more popular with the elderly
population.”  Further complicating the healthcare
landscape, approximately 10,000 Baby Boomers will
reach retirement age every day through 2030,8 which will
affect how policy makers and healthcare providers shape
the healthcare delivery system.® As these Baby Boomers
retire, not only may it increase demand for home
healthcare services, but it may also decrease the supply
of healthcare providers, as a number of HHAs are simply
ceasing operations when their owners retire, and home
care workers (also known as direct care workers) are
difficult to recruit due to the profession’s low pay,
inconsistent schedule, and lack of advancement
opportunities.’® As the Baby Boomer generation retires,
competition between HHAs, skilled nursing facilities
(SNFs), and hospital outpatient facilities may increase
due to an increasing patient pool.'* However, given the
growing interest in home health utilization among the
elderly population, due to its cost-effective means of
delivering care while allowing them to stay in their
homes, the future of home health may be bright for
providers able to leverage finite resources to advance
high value care.*
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A growing number of elderly persons seeking skilled care
are finding value in receiving care at home. Individuals
age 45+ have exhibited strong preference for independent
living in their homes versus other alternatives.® Patient-
centered care, as defined by the Institute of Medicine, is
“providing care that is respectful of and responsive to
individual patient preferences, needs, and values and
ensuring that patient values guide all clinical
decisions.”** For many patients, receiving treatment in
their home allows the care to be tailored to their specific
needs,'® including being individualized to their home
settings, daily behaviors, and specialized needs, which
can improve quality of care and patient satisfaction.*6

The aging Baby Boomers population, coupled with
increased utilization of healthcare services (given that
this population segment has higher rates of diabetes and
obesity than their parents),'” will likely increase the
patient pool for healthcare services relating to chronic
disease management. Two-thirds (66%) of Medicare
beneficiaries suffer from at least two chronic conditions,
and of that portion, 15% suffer from six or more chronic
conditions;'® the most common conditions among
Medicare beneficiaries, as of 2018, are represented in the
below exhibit.

Exhibit: Percentage of Medicare Fee-For-Service
(FFS) Beneficiaries with Chronic Conditions, 2018%°
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Patients with chronic conditions under the age of 65 have
also become strong advocates for receiving care in their
home. Chronic diseases are among the most prevalent
health problems in the U.S., with approximately 60% of
the U.S. population having at least one chronic condition,
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and approximately 40% having multiple chronic
conditions (predictably, the prevalence of multiple
chronic conditions are highest in older adults).?® Seven
out of ten deaths among Americans every year result
from chronic diseases, including: (1) heart disease; (2)
cancer; and, (3) diabetes.?

Patient preference for home health is being increasingly
matched by payors, who have recognized the cost
effectiveness of home healthcare. As national healthcare
expenditures per capita continue to rise,?? a shift toward
cost effective healthcare delivery may be imminent. In
2019, the average cost for an in-home health visit was
$13,012, which was roughly $7,000 less than the same
visit at an in-patient facility ($20,325).% Extrapolating
home health services nationwide for just five conditions
could result in $3.7 billion in overall cost savings and $3
billion in Medicare savings.?* Further, home healthcare
represents 13% of all Medicare episodes utilizing post-
acute care after hospital discharge.?® While not as costly
as skilled nursing facilities (SNFs), inpatient
rehabilitation facilities (IRFs), or long-term acute care
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