Use of specialty hospitals by
Medicare beneficiaries, 1985

by Charles Helbing and Viola B. Latta

Information is provided on the use and cost of
inpatient services for Medicare beneficiaries
discharged from participating specialty hospitals
during 1985. Specialty hospitals include: psychiatric,
general long-term, rehabilitation, children’s, alcohol
and drug, and Christian Science sanatoriums.
Specialty units of short-stay hospitals are not included
in the specialty hospital data presented in this article.

JIntroduction

The 1983 Amendments to the Social Security Act
(Public Law 98-21) established the statutory
framework for the prospective payment system (PPS).
PPS radically restructured the payment system by
which participating hospitals are reimbursed for
inpatient services rendered to Medicare beneficiaries.
Section 1886 of the act categorically excludes from
PPS psychiatric, general long-term, rehabilitation, and
children’s hospitals. A special limited-type exclusion
from PPS was provided for alcohol and drug
hospitals and for Christian Science sanatoriums, In
excluding these hospitals, Congress recognized that
appropriate and equitable payment rates for specialty
hospital services could not be derived from PPS,
Specifically:

¢ The diagnosis-related group (DRG) patient
classification system was not designed to account
for the different types of treatment found in
specialty hospitals.

* The resource needs of patients in specialty hospitals
are not necessarily correlated with diagnosis or
DRG.

* As part of a highly differentiated delivery system,
specialty hospitals provide services different from
those provided by general short-stay hospitals.

Medicare continues to pay for covered services
furnished to inpatients of specialty hospitals on the
basis of reasonable costs. However, reimbursemen. is
limited by target ceilings established under the Tax
Equity and Fiscal Responsibility Act of 1982 (Public
Law 97-248).

Section 603 of Public Law 98-21 requires the
Secretary of Health and Human Services to conduct
research studies on whether these specialty hospitals
may be included under PPS and how inclusion may
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be accomplished. In response to this legislative
mandate, the Health Care Financing Administration
(HCFA) has undertaken and funded a wide range of
studies over the past 4 years. The question of whether
these hospitals can be included in PPS prebably
hinges on the development of a patient-classification
system that will support the equitable reimbursement
of specialty inpatient services.

This article provides program data that may be used
in the preparation and evaluation of the
congressionally mandated studies on Medicare
specialty hospitals, The data also supply a basis for
menitoring and evaluating the use and cost of this
hospital insurance benefit and for measuring and
identifying utilization patterns and trends that affect,
to a large degree, the amount of expenditures for
benefits.

The data compare the use and cost of speciaity
hospital services with those for all hospitals
participating in the Medicare program. The utilization
of services is measured by the number of discharges,
covered days of care, covered charges, and
reimbursement. The data are classified by trend
{Tabie 1), type of hospital (Tables 2 and 3), area of
residence (Tables 3 and 4}, and major diagnostic
classification (Table 5).

Selected data highlights

The total inpatient hospital reimbursements and
specialty hospital reimbursements for the years 1969
through 1985 (Table 1) demonstrate some trends in
the cost of Medicare specialty hospital services.

* Medicare program expenditures for specialty
hospital inpatient services have, since the inception
of the program, been small compared with total
inpatient hospital expenditures. This difference
reflects a small specialty hospital population and a
distinctive nature of treatment and pattern of care
delivered by specialty hospitals. Specialty hospitals
are more likely to treat patients with chronic
illnesses.

* From 1969 to 1985, covered charges for specialty
hospital services increased from $89 million to $860
million, an average annual rate of increase of 15.2
percent {Figure 1}.

¢ Similarly, reimbursements for specialty hospital
services increased from $59 million to $540 million,
an average annual rate of increase of 14.8 percent.
{Note: For the purpose of trend analysis, the
covered charges and reimbursement amounts for
1985 reflect complete projected population
estimates. Please refer to footnote 2 on Tabie 1 for
more detailed information.)

* In 1984-85, specialty hospital reimbursements, as a
proportion of total Medicare inpatient hospital
reimbursements, were 1.4 percent, a slight increase
after 4 years (1980-83) at 1.3 percent.
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Table 1

Total Medicare inpatient hospHal reimbursements and specialty hospital reimbursements: 1969-85

Total inpatient hospital ’ Specialty hospital'
Covered Reimburse- Covered Reimburse- Parcent of
charges ments in charges ments in total inpatient reim-
Calendar year in millions millions in millions millions bursements
1969 $5,194 $4,155 $89 $59 1.4
1970 5,958 4,635 130 77 1.7
1971 6,840 5,226 188 B3 1.6
1972 7,495 5,738 161 a8 1.5
1873 8,756 6,728 147 114 1.7
1974 10,769 8,177 182 141 1.7
1975 13,378 10,122 222 170 1.7
1976 16,296 12,232 257 1M 1.6
1977 18,546 14,378 329 243 1.7
1978 22,898 16,557 356 258 1.8
1979 26,698 19,073 an 261 1.4
1880 32,646 22,785 435 301 1.3
1981 39,446 27173 518 357 1.3
1982 47,81 32,021 615 C4an 1.3
1983 55,030 35,369 724 470 1.3
1984 53,987 238,500 850 534 1.4
19852 52,624 *40,000 860 540 1.4

1 Specialty hospitals shown in this anlicle include tong-lerm, psychiatric, children's, rehabilitation, alcohol and drug, and Christian Stience sanatoriums,
2 Preliminary estimates based on bill records processed through December 1986 and racorded in Health Care Financing Administration (HCFA) utilization

tabulations.

* Short-stay hospital inpatient cara reimbursement amounis are based on expenditures (both ihose coverad by the prospective payment system [PPS] and
those not) reported on the HCFA inpatient hospilal billing form {HCFA-1450) plus PPS pass-through expendilures reported on the HCFA intermediary
benslit payment report. Reimbursement amounts tor these years should be used with extrerne caution.

SOURCE: Health Care Financing Administration, Office of Research and Demonstrations: Data from the Medicare Statisticat System.

Figure 1

Speclalty hospital covered charges and reimbursement for inpatient services under Medlcare: 1969-85
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SOURCE: Healih Care Financing Administration, Bureau of Data Management and Strategy: Data from ithe Medicare Statisiical System.
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The number of discharges, covered days of care,

and covered charges by type of entitlement and type
of hospital are shown for 1985 in Table 2.

Specialty hospital services under Medicare
accounted for about 1.1 percent {110,415) of all
inpatient hospital discharges (10.0 million), 2.8
percent (2,35 million) of all inpatient hospital
covered days of care (85.2 millien), and 1.5 percent
(3791 million) of all inpatient hospital covered
charges ($52.6 billion).

Disabled beneficiaries accounted for approximately
40 percent (44,090) of all discharges from specialty
hospitals under Medicare. In comparison, disabled
beneficiaries accounted for about 11 percent of all
short-stay hospital discharges.

For disabled beneficiaries, more than 80 percent
(35,670) of all specialty hospital discharges (44,090)
were from psychiatric hospitals; for the aged, about
42 percent (28,130) of all specialty hospital
discharges (66,325) were from psychiatric hospitals.
The average covered days of care per discharge for
beneficiaries from specialty hospitals was 21.3 days
or nearly 2 weeks longer than the corresponding
figure for all discharges from short-stay hospitals
(8.4 days).

By type of specialty hospital, the average covered
stay was about 0.6 days longer in all other specialty
hospitals (21.6 days) than in psychiatric hospitals
(21.0 days).

The average covered charge per discharge for
beneficiaries from specialty hospitals was $7,164 or
about 37 percent higher than for all discharges from
short-stay hospitals ($5,235).

By type of specialty hospital, the average covered
charge per discharge was 57 percent higher for all

other specialty hospitals ($9,070) than for
psychiatric hospitals (3$5,772).

In specialty hospitals, the average covered charge
per discharge for aged beneficiaries ($8,297) was 52
percent higher than that for disabled beneficiaries
(35,460). This difference reflects a higher
proportion of aged beneficiaries discharged from
nonpsychiatric specialty hospitals.

The utilization of Medicare specialty hospital

services, by area of residence, is shown for the year
1985 in Table 3.

¢ Among the U.S. census regions, specialty hospital

discharges as a percent of all inpatient hospital
discharges ranged frem a low of 0.8 percent in the
North Central region to 1.5 percent in the
Northeast region. Similarly, the proportion of
specialty hospital covered days of care to all
hospital inpatient covered days of care ranged from
1.9 percent in the North Central region to 3.6
percent in the Northeast region.

The average covered days of care per discharge
ranged from a low of 18.8 days in the West region
to a high of 24.6 days in the Northeast region, a
difference of 31 percent.

Use of specialty hospital services under Medicare
varied considerably by State of residence. Three
States—New York (10,935), Pennsylvania (10,525),
and California (8,645)—accounted for about 27
percent of all discharges from specialty hospitals. In
comparison, Montana, Utah, Wyoming, Alaska,
and the District of Columbia recorded
approximately 100 discharges from specialty
hospitals.

Table 2

Number of discharges, covered days of care, and covered charges under Medicare, by type of
entitlement and hospital: 1985°

Discharges? Covered days Covered charges
Mean Mean
Percent Percent Number Total Percent amount amount
Type of entitlement Total of Total of per amount in of per per
and hospital number total number total discharge thousands lotal  discharge  day
All beneficiaries 10,011,130  100.0 85,234,160 100.0 8.5 $52,623.882 100.0 $5.257 $617
Shon-stay hospitals 9,200,715 98.9 82,886,820 ar.2 8.4 51,832,815 98.5 5,235 625
Specialty hospitals 110,415 11 2,347,340 2.8 21.3 791,067 1.5 7,164 337
Psychiatric hospitals 63,800 0.6 1,342,555 1.6 21.0 368,276 0.7 5,772 274
All other hospilals 45,615 05 1,004,785 1.2 216 422,71 0.8 9,070 421
Aged beneficiaries 8,878,625 88.7 75,417,475 88.5 8.5 46,580,131 88.5 5,246 818
Shon-stay hospitals 8,812,300 88.0 73,919,440 86.7 8.4 46,029,803 87.5 5,223 623
Specialty hospitals 66,325 0.7 1,498,035 1.8 226 550,328 1.0 8,297 367
Psychiatric hospitals 28,130 03 640,165 0.8 228 201,073 04 7,148 314
All other hospitals 38,155 0.4 857,870 1.0 225 349,255 0.7 9,144 407
Disabled beneficiaries 1,132,505 11.3 9,816,685 11.5 8.7 6,043,751 11.5 5,337 616
Shon-slay hospitals 1,088,415 109 8,967,380 10.5 8.z 5,803,012 11.0 5,332 647
Specialty hospitals 44,090 0.4 849,305 1.0 19.3 240,739 0.5 5,460 283
Psychiatric hospilals 35670 0.4 702,390 0.8 19.7 167,203 0.3 4,687 238
All other hospitals 8,420 01 146,915 02 17.4 73,636 o1 8,733 501
1Based on discharge records processed through December 1986 and inciuded in the file used 1o prepare this aricle.
2Excludes discharges with zero covered days of care.
NOTE: Columns may not add to exact tolals because of rounding.
SOURCE: Health Care Financing Administration, Office of Research and Demonstrations: Data from the Medicare Statistical System.
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Table 3

Number of discharges and covered days of care per discharge under Medicare, by area of residence
and type of hospital: 1985

Discharges® Covered days of care
All hospitals Specialty hospitals All hospitals Specialty hospitals
Percent Number Number Percent
of all per per of all
Area of residence Number Number discharges Number -discharge Number discharge days
All areas 10,011,130 110,415 1.1 85,234,160 85 2,347,340 21.3 2.8
United States 9,936,445 109,600 1.4 84,615,830 85 2,331,650 21.3 2.8
MNortheast 2,228,250 34,345 15 23,198,620 104 845,130 24.6 36
North Central 2,624,825 20,220 0.8 21,715,175 8.3 408,500 203 1.9
South 3,525,580 39,915 1.1 28,478,585 g1 793,465 199 24
West 1,567,245 15,115 1.0 11,219,140 7.2 283,425 18.8 25
New England 546,970 8,525 1.6 5,255,945 9.6 191,030 22.4 3.6
Connecticut 120,155 1,840 1.5 1,141,310 9.5 35,5670 19.3 31
Maine 57,140 az2s 0.6 469,320 8.2 5,545 171 12
Massachusetts 261,920 4,950 1.9 2,671,455 10.2 123,570 25.0 4.6
New Harnpshire 40,000 345 09 334,255 8.4 7,895 229 24
Rhode Island 45,925 995 2z 464,725 1041 16,930 17.0 36
Vermont 21,830 70 0.3 174,880 8.0 1,520 21.7 0.9
Middle Atlantic 1,681,280 25,820 1.5 17,942,675 10.7 654,100 25.3 36
New Jorsey 302,190 4,360 1.4 3,482,760 115 106,865 245 31
New York 720,195 10,935 1.5 8,441,665 116 283,525 259 34
Pennsylvania 649,895 10,525 16 6,018,250 9.3 263.710 25.1 4.4
East North Central 1,759,030 13,575 a8 15,086,415 86 271,880 20.0 18
Minois 507,130 3,315 0. 4,565,615 9.0 63,015 19.0 1.4
Indiana 223,130 1,310 0.6 1,819,990 8.2 22,720 17.3 1.2
Michigan 361,810 2,355 0.7 3,157,568 8.7 65,015 27.6 2.1
Ohio 458,230 3,265 0.7 3,804,850 8.5 62,995 19.3 1.6
Wisconsin 208,730 3,330 1.6 1,648,395 7.9 58,135 17.5 35
Waest North Central 865,795 8,645 0.8 6,628,760 7.7 137,620 20.7 2.1
lowa 143,645 730 0.5 1,080,125 7.5 18,865 25.8 1.7
Kansas 127,730 485 04 941,445 74 15,300 30.9 1.6
Minnesota 160,025 830 05 1,137,115 71 18,710 23.7 1.7
Missouri 277,285 2,830 1.0 2,343,245 8.5 47,765 16.9 2.0
Nebraska 79,275 485 0.6 580,455 7.3 14,530 30.0 25
North Dakota 36,585 595 1.6 263,145 7.2 10,975 18.4 4.2
South Dakota 41,250 680 1.6 283,230 6.9 10,475 15.4 3.7
South Atlantic 1,672,100 22,550 1.3 14,172,870 85 452,420 20.1 32
Delaware 26,030 1,025 39 240,065 9.2 20,070 19.6 8.4
Dist, of Columbia 22,635 105 05 271,525 12.0 1,545 14.7 0.6
Forida 629,450 6,105 10 5,137,720 8.2 114,940 188 22
Georgia 257,140 5,220 2.0 1,950,300 7.6 83,670 16.0 4.3
Maryland 157,940 2,020 1.3 1,553,485 9.8 59,870 29.6 39
North Carolina 191,200 3.215 1.7 1,706,575 8.9 73,435 22.8 4.3
South Carolina 129,345 2,210 1.7 1,146,930 8.9 42,535 19.2 3.7
Virginia 146,915 1,990 1.4 1,320,505 8.0 43,220 2.7 33
Woest Virginia 111,445 660 0.6 845,765 7.6 13,135 18.9 1.8
East South Central 795,600 6,840 0.9 6,327,835 8.0 126,700 18.5 2.0
Alabama 205,730 1,730 08 1,632,360 7.9 33,600 19.4 2.1
Kentucky 192,125 1,845 1.0 1,524,245 79 36,410 18.7 2.4
Mississippi 150,315 1,00% 0.7 1,131,505 75 19.910 198 1.8
Tennessee 247 430 2,160 0.9 2,039,725 8.2 36,780 17.0 1.8
West South Central 1,057,880 10,525 1.0 7.977.680 7.5 214,345 204 2.7
Arkansas 147,485 2,155 1.5 1,056,005 7.2 33,930 15.7 3.2
Louisiana 197,850 2,080 1.1 1,513,030 7.7 47,310 22.7 31
Oklahoma 148,380 1,390 0.9 1,120,050 7.5 32,025 23.0 29
Texas 564,365 4,900 09 4,288,795 7.6 101,080 206 2.4

Ses footnotes at end of table.
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Table 3—Continued

Number of discharges and covered days of care per discharge under Medicare, by area of
resldence and type of hospital: 1985’

Discharges® Covered days of care
All hospitals Specialty hospitals All hospitals Specialty hospitals
Percent Number Number Percent
of all per per of all
Arga of residence Number Number  discharges  Number  discharge Numbar  discharge days
Mountain 418,015 3.915 08 2,965,615 71 72,285 18.5 24
Arizona 123,750 820 0.7 932,960 7.5 15,070 ig.4 1.6
Colorado 91,675 1,525 1.7 669,040 7.3 30,190 19.8 4.5
Idaho 37.555 595 1.6 241,535 6.4 11,490 19.3 4.8
Montana 36,045 S0 0.2 226,465 6.3 1,200 13.3 0.5
Nevada 29,710 300 1.0 231,650 7.8 4,790 16.0 241
New Mexico 48,680 415 0.9 333,365 6.8 6,395 15.4 1.9
Utah 33,445 65 0.2 215,185 6.4 1,365 21.0 06
Wyoming 17,155 105 0.6 115,415 6.7 1,785 170 1.5
Pacific 4,139,230 11,200 1.0 8,253,525 7.2 211,140 18.9 26
Alaska 5,575 65 1.2 40,105 7.2 1,490 229 3.7
California 848,100 8,645 1.0 8,315,825 7.4 139,235 16.1 22
Hawaii 24,175 535 2.2 189,550 7.8 10,715 20.0 57
Cregon 108,170 700 0.6 675,925 6.2 17,445 24.9 2.6
Washington 163,210 1,255 0.8 1,032,120 6.7 42,255 387 4.1
Residence unknown 545 5 0.9 4,310 7.9 130 26.0 3.0
Other areas 72,385 790 1.1 596,825 8.2 15,390 19.5 28
Puerto Rico 70,785 790 1.1 581,345 8.2 15,390 19.5 26
Ali other areas 1,600 1] 0.0 15,480 9.7 0 0.0 0.0
Foreign 2,300 25 1.1 21,605 9.4 300 12.0 14

1Based on discharge records processed through December 1986 and included in the file used 1o prepare this article.

2Excludes discharges with zero covered days of care,

SOURCE: Health Care Financing Administration, Office of Research and Demonstrations: Data from the Medicare Statistical System.

* Among the States, the average covered days of care

per specialty hospital discharge ranged from a low
of 13.3 days in Montana to a high of 33.7 days in
Washington.

¢ Delaware and Hawaii had the highest relative use of
specialty hospital care under the Medicare program.

In Delaware, specialty hospital care accounted for
3.9 percent of all inpatient hospital discharges and
8.4 percent of all covered days of care. In Hawaii,
the corresponding figures were 2.2 percent of all
inpatient hospital discharges and 5.7 percent of ali
covered days of care.

Covered charges, by area of residence and type of

hospital, are shown for the year 1985 in Table 4.

¢ Specialty hospital covered charges under Medicare
accounted for an estimated 1.5 percent ($791
million) of all hospital inpatient covered charges
($52.6 billion).

¢ The average covered charge per discharge for
specialty hospital services was $7,164 or about 36
percent higher than the comparable figure (35,257)
for all inpatient hospital (short-stay and specialty)
services. On the other hand, the average covered
charge per covered day of care in all hospitals
($617) was about 83 percent higher than that for
specialty hospitals ($337).

* Among the regions, the propertion of specialty
hospital covered charges to ali inpatient hospital
covered charges ranged from 1.0 percent in the
North Central region to 2.5 percent in the
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Northeast region.

+ The average covered charge per discharge ranged
from $5,597 in the South region to $9,599 in the
Northeast region, a difference of 72 percent.

* Among the States, the average covered charge per
discharge for specialty hospital services ranged from
a low of $2,714 in South Carolina to a high of
$11,514 in Michigan. The average covered charge
per covered day ranged from $141 in South
Carolina to $501 in California.

* The proportion of covered charges in specialty
hospitals to covered charges in all inpatient
hospitals varied among the States, ranging from a
low of 0,2 percent in Uiah to a high of 3.7 percent
in Hawaii.

The utilization of Medicare specialty hospital
services, by type of hospital and major diagnostic

classification is shown for the year 1985 in Table 3.

» For all specialty hospitals, the distribution of
discharges by major diagnostic classification was as
follows: mental disorders (58 percent), diseases of
the nervous system and sense organs (§ percent),
diseases of the circulatory system (7 percent), and
all other classifications (27 percent} (Figure 2}.

e Approximately 58 percent (63,800) of all discharges
from specialty hospitals (110,415) were from
psychiatric hospitals. Nearly all of these psychiatric
discharges were under the major diagnostic
classification of mental disorders.
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Table 4
Covered charges under Medicare, by area of residence and type of hospital: 1985

All hospitals Specialty hospitals
Covered Amount Amount Covered Amount Arnount Percenl of
charges in per per charges in per per total
Area of residence thousands discharge day thousands discharge day covared charges
All areas $52.623,882 $5,257 $617 28791,087 $7.164 $337 15
United States 52,419,542 5,275 620 788,459 7,194 338 15
Northeast 13,080,623 5,870 564 329,686 9,599 390 2.5
North Central 13,124,565 5,000 604 125,011 6,183 305 1.0
South 16,738,656 4,748 588 223,398 5,597 282 1.3
Waest 9,472,614 6,083 844 110,321 7,299 389 1.2
New England 2,965,865 5,422 564 71,258 8,359 373 24
Connecticut 662,205 5,511 580 12,728 6,918 358 1.9
Massachusetts 257,721 4,510 549 1,628 5,010 204 0.6
Maine 1,563,237 5,930 581 49,153 9,930 398 3.2
New Hampshire 179,164 4,479 536 2,638 7,647 334 1.5
Rhode Island 225,411 4,908 485 4,806 4,830 284 21
Vermont 88,128 4,037 504 304 4,350 200 0.3
Middle Atlantic 10,114,758 6,016 564 258,427 10,009 395 2.6
New Jersey 1,631,010 5,397 468 37,661 8,638 352 23
New York 4,350,472 5,966 5156 100,325 9,175 a54 23
Pennsylvania 4,133,276 6,360 687 120,442 11,443 457 29
East North Central 9,323,179 5,300 618 95,184 7,012 350 1.0
Ilinois 3,039,256 5,993 666 29,052 8,764 461 1.0
Indiana 967,632 4,337 532 5,980 4,565 263 0.6
Michigan 2,204,920 6,094 698 27,116 11,514 417 1.2
Chio 2.254.621 4,920 579 15,745 4,822 250 0.7
Wisconsin 856,751 4,105 520 17,280 5,192 297 20
West North Central 3.801,386 4,391 573 29,827 4,489 217 0.8
lowa 569,830 3,967 528 2,368 3.244 126 04
Kansas 541,630 4,240 575 2,491 5,033 163 0.5
Minnesota 671,860 4,198 59 3,109 3,746 158 05
Missouri 1,402,807 5,059 599 13,088 4,625 274 09
Nebraska 318,547 4,018 549 3,073 6,336 21 1.0
North Dakota 150,762 4,121 573 2,914 4,898 266 1.9
South Dakota 145,850 3,636 515 2,784 4,095 266 1.9
South Atlantic 8,358,577 5,106 602 120,980 5,365 267 14
Delaware 138,406 5317 577 4,689 4,575 234 34
Dist. of Columbia 203,486 8,990 749 609 5,796 394 0.3
Florida 3,750,070 5,958 730 41,729 6,835 363 1.1
Georgia 1,081,107 4,204 554 19,819 3,797 237 1.8
Maryland 781,160 4,946 503 13,687 6,776 229 1.8
North Carolina 809,765 4,235 474 17,317 5,386 236 2.1
South Carolina 585,114 4,524 510 5,998 2,714 141 1.0
Virginia 715,205 4,868 542 13,442 6,755 an 19
West Virginia 474,264 4,256 561 3,691 5,582 23 0.8
East South Central 3,503,853 4,404 554 41,547 6,074 328 1.2
Alabama 1,036,415 5,038 635 11,749 8,701 350 1.1
Kentucky 774,382 4,031 508 11,283 5,801 310 1.5
Mississippi 541,285 3,601 478 9,849 9,800 485 1.8
Tennessee 1,151,772 4,655 565 8,666 4,012 236 0.8
West South Central 4,696,226 4,439 589 60,870 5,783 284 1.3
Arkansas 548,538 3,719 519 9,156 4,249 270 1.7
Louisiana 934,287 4,727 617 13,736 6,604 290 1.5
Oktahoma 653,881 4,407 584 6,741 4,850 21 1.0
Texas 2,559,520 4,535 597 31,237 6,375 309 1.2
Mountain 2,076,249 4,967 700 24,808 6,337 343 1.2
Arizona 678,598 5,484 727 5,358 6,534 356 0.8
Colorado 439,611 4,795 657 10,664 6,983 353 2.4
{daho 143,358 3.817 594 4,199 7,057 365 2.9
Montana 133,261 3,697 588 403 4,473 335 0.3
Nevada 246,198 8,287 1,063 1.218 4,060 254 0.5
New Mexico 226,692 4,657 680 1,966 4,738 307 09
Litah 142,055 4,247 660 244 3,755 179 02
Wyoming 66,476 3,875 576 756 7,201 424 1.1

See footnotes at end of table.
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Table 4—Continued
Covered charges under Medicare, by area of residence and type of hospital: 1985’

All hospitals Specialty hospitals
Covered Amount Amount Covered Amount Amount Percent of

charges in per per charges in per per total

Area of residence thousands discharge day thousands discharge day covered charges
Pacific 7,396,365 6,492 896 85,513 7.635 405 1.2
Alaska 29,076 5,215 725 506 7.781 339 1.7
California 6,088,525 7,479 964 69,706 8,063 501 1.1
Hawaii 132,495 5,481 699 4,870 9,104 455 37
Oregon 484,358 4,478 77 3,472 4,960 199 0.7
Washington 661,911 4,320 641 6,959 5,545 165 1.9
Residence unknown 3,084 5,658 715 43 8,575 330 1.4
Other areas 188,690 2,807 318 2,494 3,157 162 1.3
Puerto Rico 182,502 2,578 314 2,494 3,157 162 1.4
All other areas 6,188 3,868 400 ¢ 0 0 0.0
Foreign 15,650 6,804 728 114 4,567 381 07

1Ba:sed on discharge records processed through December 1986 and inciuded in the file used 10 prepare this article.
2This amount differs from that shown in Table 1. Amount in this table based on records processed througn December 1986, Amount shown in Table 1
projects to eventual total when all bills recetved.

SOURCE: Health Care Financing Administration, Office of Research and Demonstrations: Data from the Medicare Statistical System.
Table 5

Number of discharges, average covered days per discharge, and average covered charge per
discharge in specialty hospitals under Medicare, by type of hospital and selected leading major
diagnostic classifications: 1985

Al
ICD-9-CM  specialty Long- Al
Major diagnostic classification code’ hospitals term?  Rehabilitation Children's  Psychiatric other®
Number of discharges

Total for alt classifications - 110.415 21,460 21,300 1,795 63,800 2,060
Mental disorders 290-319 64,255 635 170 20 62,315 1,115
Diseases of the nervous system and

sense organs 320-389 9,215 3.740 5,320 15 140 0
Diseases of the circulatory system 390459 7,395 3,985 3,000 290 120 4
Diseases of the respiratory system 460-519 4,240 3,355 210 135 100 440
Diseases of the musculoskeletal system

and connective tissue 710-739 6,635 1,545 4,975 65 50 0
injury and poisoning 800-999 5,220 1,760 3,110 250 100 t]
All other classifications —_ 13,455 6,440 4,515 1,020 975 505

Average number of covered days per discharge

Total for all classifications — 21.3 218 22.6 8.6 21.0 19.6
Mental disorders 290-319 20.8 17.2 17.9 4.0 21.0 14.5
Diseases of the nervous system and

$8NSe organs 320-309 276 289 27.0 1.7 18.7 0.0
Diseases of the circulatory system 390.459 23.1 23.0 25.4 4.5 143 0.0
Dissases of the respiratory sysiem 460-519 16.5 16.1 14.9 8.8 13.7 23.0
Diseases of the musculoskeletal system

and connective tissue 710-739 19.9 208 19.7 133 1.1 0.0
Injury and poisoning 800-999 20.7 233 20.5 8.0 129 0.0
All other classifications — 20.3 20.2 20.6 9.7 26.3 27.8

Average covered charge per discharge

Toral for all classifications - §$7,164 $8,778 $9,573 $11,478 $5.772 $4.805
Mental disorders 290-319 5,791 4,988 6,103 3,613 5,812 5,052
Diseases of the nervous system and

Sense organs 320-389 11,599 11,057 12,174 2,881 5,169 0
Diseases of lhe circulatory system 390-459 9,947 8,751 11,322 14,621 3,983 0
Diseases of the respiratory system 460-519 6.267 6,574 7.129 7.982 2,061 3,944
Diseases of the musculoskelstal system

and connective tissue 710-739 8,388 8,997 8,161 13,070 6,044 0
Injury and poisoning 800-993 8,496 9,003 8,262 9,683 2,287 0
All other classifications — 8,320 8,856 8,049 11,666 4,252 5012

! international Classification of Diseases, 9th Revision, Gilnical Modification (Valume 1),

2Some hogpitals excluded from the Medicare prospective payment sysiem under the lang-lerm hospital designation might also quality for exception under
another designation, that is, psychiatric, rehabilitation, etc.

?Includes alcohol and drug hospitals and Christian Stience sanatoriums,

SOURCE: Health Care Financing Administration, Office of Research and Demaonstrations: Data from the Medicare Siatistical System.
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Figure 2

Distribution of beneficiaries discharged from speclalty hospitals under Medicare,
by major diagnostic classification: 1985

Mental disorders 58{&

MNervous system 8%

- Injury  18%
— Qther 27%
- Other 46%
"
. — - -
\Ciroulatory 7%

SOURCE: Health Cars Financing Administration, Bureau of Data Management and Strategy: Data from the Medicare Stafisticat System.

¢ Long-term hospitals accounted for 19 percent
(21,460) of all specialty hospital discharges. The
leading causes of hospitalization in long-term
hospitals were diseases of the circulatory system,
diseases of the nervous system and sense organs,
and diseases of the respiratory system.

+ Rehabilitation hospitals accounted for another 19
percent (21,300) of all specialty hospital discharges.
The leading major diagnostic conditions in these
hospitals were diseases of the nervous system and
sense organs, and diseases of the musculoskeletal
system and connective tissue,

¢ Children’s hospitals accounted for only 2 percent of
all discharges from specialty hospitals. The ieading
major diagnostic classification was diseases of the
circulatory system, especially chronic ischemic heart
disease.

¢ The average number of covered days of care per
discharge in specialty hospitals was 21.3 days. By
type of hospital, the average stay ranged from 8.6
days in children’s hospitals to 22.6 days in
rehabilitation hospitals (Figure 3).
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¢ The average covered charge per discharge from
specialty hospitals was $7,164. By type of hospital,
the average charge ranged from $5,772 in
psychiatric hospitals to $11,478 in children’s
hospitals, a difference of nearly 100 percent
(Figure 3).

* The high average covered charge per discharge in
children’s hospitals reflects the extremely high
charge per day ($1,327), which was more than 4
times greater than that for all specialty hospitals
($337). The ratio of ancillary charges to total
charges in children’s hospitals (75 percent} was
found to be about 3 times greater than that for all
specialty hospitals (25 percent} (data not shown in
Tabie 3).
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Figure 3

Average covered days of care per discharge and average covered charge per discharge under Medicare,
by type of speclalty hospital: 1985
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SOURCE: Health Care Financing Administration, Bureau of Data Management and Strategy: Data from the Medicare Statistical System.

Technical note
Definitions of terms

Specialty hospitals—Hospitals certified as
participating facilities under Medicare and
characterized by the distinctive nature of the
treatment they provide. These types of hospitals
include: psychiatric, rehabilitation, children’s,
long-term, and alcohol and drug.

Psychiatric hospitals—Hospitals that are primary
engaged in providing, by or under the supervision of a
psychiatrist, psychiatric services for the diagnosis and
treatment of mentally ill persons.

Rehabilitation hospitals—Hospitals thai must have
treated, during their most recent cost periods, an
inpatient population of which at least 75 percent
required intensive rehabilitative services for the
treatment of one or more conditions: stroke, spinal
cord injury, congenital deformity, amputation, major
multiple trauma, hip fracture, brain injury, or
polyarthritis, including rheumatoid arthritis.
Treatment direcior must be a Doctor of Medicine or
Osteopathy.

Healik Care Financing Review/Spring 1988/ volume 9. Nomber 3

Children’s hospitals—Hospitals engaged in
providing services to inpatients who are
predominantly 12 years of age or under.

Long-term hospitais—Hospitals having an average
length of inpatient stay of more than 25 days.

Alcohol/drug hospitals—Hospitals designed to
correspond to the staffing and treatment practices of
alcohol and/or drug programs.

Short-staqy hospitals—General and special hospitals
certified as participating facilittes under Medicare and
reporting average stays of fewer than 25 days.

Specialty units of short-stay hospitais—Units
certified as separate cost entities of short-stay
hospitals and categorically excluded from PPS.

Covered day of care—A day of inpatient hospital
care during which the services covered by Medicare
were furnished to a person eligible for hospital
insurance benefits.

Discharge—The formal release of a patient from a
hospital. Discharges include persons who died during
their hospitalization or were transferred to another
hospital.
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Hospital charges—The hospital’s charges for room,
board, and ancillary services as recorded on the billing
form (HCFA 1450).

Covered charges—The charges payable by the
Medicare program after the exclusion of the
deductible and nencovered charges from the total
charges.

Reimbursements—Total hospital inpatient payments
under the Medicare hospital insurance (HI) program
for calendar years 1969-83, which are shown in
Table 4 of this article, are based for the most part on
interim reimbursement rates established to reflect
costs as closely as possible, usually established as a
per diem amount or as a percentage of total charges.
Figures shown exclude amounts for which the patient
is responsible, such as deductibles, coinsurance, and
charges for noncovered services.

Most of the Medicare short-stay hospital
reimbursements shown in this article for 1984 and
1985 represent prospective payments for inpatient
services rendered by those short-stay hospitals brought
under PPS, which became effective October 1, 1983.
The prospective payment rate serves as the Medicare
payment for all inpatient services (other than
physician) associated with each discharge,

In accordance with section 1886 of the 1983
Amendments to the Social Security Act (Public Law
98-21) short-stay hospitals and specialty hospitals
excluded from PPS will continue to be paid for
covered services furnished to inpatients on the basis of
reasonable costs. However, reimbursement is limited
by budget ceilings established under the Tax Equity
and Fiscal Responsibility Act of 1982.

Sources and limitations of data

The data shown in this article were derived from
the Health Care Financing Administration’s hospital
inpatient stay record file. This file is generated by
linking information from three HCFA master
program files for a 20-percent sampie of Medicare
beneficiaries, The data, therefore, are subject to
sampling variability. Sample counts were multiplied
by a factor of 5 to estimate population totals,

The data represent inpatient records received and
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processed in HCFA as of December 1986, Discharges
for 1985 recorded after that date were not included in
the file used to prepare this article, A complete count
of alf Medicare discharge records for 1985 will
probably total an estimated 8§ percent meore than the
figure shown in this study.

For the most part, the reimbursement amounts
shown in Table 1 for calendar years 1969-83 represent
payments under the hospital insurance program based
on interim rates established to reflect costs as closely
as possible. These interim rates were established as a
per diem amount or as a percentage of total charges.

Most of the Medicare short-stay hospital
reimbursements shown in this report for 1984 and
1985 represent payments for inpatient services
rendered by those short-stay hospitals brought under
PPS, which became effective October 1, 1983. The
prospective payment rate serves as the Medicare
payment for all inpatient services (other than
physician) associated with each discharge. The
reimbursement amounts shown in Table 1 for 1984
and 1985 for specialty hospitals excluded from PPS
continue to represent payments for covered inpatient
services based on the providers’ reascnable costs of
operation. Reimbursement amounts, however, are
limited by budget ceitings established under the Tax
Equity and Fiscal Responsibility Act of 1982.

Specialty hospital discharge records shown in this
article were identified by means of the presence of a
number code ranging from one to four in the third
digit of the provider number. Short-stay hospital
discharge records (including specialty units of short-
stay hospitals) were identified by means of the
presence of a zero in the third digit of the provider
number,

Acknowledgments

A substantial portion of the background material
presented in the first section of this article is based on
information contained in the Secretary’s Report to
Congress: Developing a Prospective Payment System
Jor Excluded Hospitals, The repori, mandated under
Public Law 98-21, was prepared by HCFA’s Office of
Research and Demonstrations. The principal author is
John C. Langenbrunner, and Patricia Willis served as
the project director,

Health Care Financing Review /Spring 1988/ volume 9, Number 3





