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The development of medicare post-acute care in USA

GuEeY-ING Day, Suwu-CHONG WU*, TuNG-LiaNG CHIANG

Following the implementation of Medicare’s acute care hospital prospective payment system
in the USA in 1984, Medicare spending for post-acute care (PAC) began to grow rapidly. Taiwan’
s National Health Insurance (NHI), which was implemented in 1995, is planning a hospital case
payment system to avoid such unnecessary utilization. The purpose of the current study was to
review the trend of post-acute care providers and spending for Medicare from the early 1990s
to 2004, prospective payments for post-acute care providers in the USA, and the impact of the
changes in Medicare payment policies. The main findings of the study are as follows: (1) the
number of PAC providers increased rapidly across all settings after implementation of DRGs
payment, but increased slowly, or decreased in facilities such as home health agencies, after
implementation of PPS for PAC providers, following mandates in the Balanced Budget Act of
1997, (2) PAC made up about 12% of Medicare’s total spending, (3) beneficiaries should pay
deductible or co-payments while using institutional PAC, and (4) in order to control spending,
Medicare’s system of PAC payments should be converted to prospective payments. When the
prospective case payment system is implemented in Taiwan, we: (1) recommend that the coverage,
the payment system, and the co-payments of post-acute care should be redesigned at the same
time and (2) suggest that the hospital case payment system should be planned carefully to make
post-acute care integrated with acute care. (Taiwan J Public Health. 2006,;25(5):323-329)

Key Words: Medicare, post-acute care (PAC), prospective payment system (PPS)
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