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The Medicare Payment Advisory Commission (MedPAC) recently issued its annual data book, “Health Care Spending and 
the Medicare Program,” which provides a comprehensive review of the Medicare program, its beneficiaries, and payment 
systems. The annual data book provides updated data on dozens of metrics across the Medicare program. This brief 
highlights a variety of data related to the provision of services to critically injured Medicare beneficiaries in 2016.1  
 
Overall Medicare Program Expenditures 

The MedPAC data book reports that total personal health care expenditures in the United States in 2016 were 
approximately $2.6 trillion, with Medicare as the largest single purchaser, at 22 percent, or $625 billion. Private health 
insurance financed 35 percent, or approximately $910 billion, of total expenditures. Medicaid, other governmental 
program expenditures, and out-of-pocket spending account for almost all of the remainder. 
 
Overall, health care spending growth has continued to increase, and is projected to increase to 4.4 percent of GDP by 
2025, up from 3.6 percent in 2015. Aggregate Medicare Fee-for-Service (FFS) spending on inpatient hospitals, the physician 
fee schedule, skilled nursing and home health agencies, and outpatient hospitals, was $308 billion in 2016, a $5 billion 
increase from the year prior. 
 
Medicare Expenditures on Critical Care Related Services 

While total Medicare spending continues to rise, growth in Medicare’s FFS program has slowed since 2011. The report 
notes that a driving factor for this trend is increased enrollment in Medicare Advantage (MA) plans, which have seen 
consistent year-over-year growth since 2003. In 2018, there were approximately 20 million enrollees in such plans. 
Unfortunately, the data book does not report detailed data on service specific utilization or costs for care delivered to MA 
program enrollees.2 Thus, the discussion that follows is restricted to the FFS program. 
 
There were approximately 10 million inpatient admissions of Medicare FFS program beneficiaries in 2016. Forty-three 
percent of these patients were discharged to the care of a post-acute care provider, an aggregate increase of about 8 
percent since 2006. Of these patients, 20.2 percent were discharged to a skilled nursing facility (SNF), 17.5 percent to 
home with organized home health care, 4 percent to an inpatient rehabilitation facility (IRF), 1.9 percent to another acute 
care hospital, and 1.2 percent to a long-term care hospital (LTCH). The data book includes no data specific to changes in 
the utilization of ICU services. 
 
The chart below shows the relative stability of estimated critical care hospital spending by the Medicare FFS program over 
time, despite modest increases in expenditures on short-term acute care hospitals (STACHs).3 Intensive care unit (ICU) 
related costs are not clearly delineated within the data book, and there are many factors that complicate the estimation 
of such costs. Nonetheless, we estimate ICU spending based on a widely recognized estimate of the proportion of total 
hospital costs dedicated to ICU care (13.4 percent).4 Using this methodology, Medicare ICU costs are estimated to be at 
least $29 billion in 2016. 
 

                                                        
1 “June 2018 Data Book: Health Care Spending and the Medicare Program”, MedPAC, July 2018. Unless separately cited, all data in the Brief is from 
the 2018 data book. 
2 This challenge may be ameliorated in the future as CMS is in the process of developing and may soon release for public use data for beneficiaries 
enrolled in the Medicare Advantage program.  
3 STACH spending is estimated using the proportion of MedPAC’s reported acute care hospital expenditures to the total for all inpatient hospital 
spending reported for 2015, and then applying that ratio to total inpatient spending over the ten-year period. 
4 “Critical care medicine in the United States 2000-2005: an analysis of bed numbers, occupancy rates, payer mix, and costs,” Halpern, NA and SM 
Pastores. Critical Care Med. 2010 Jan; 38(1):65-71. 
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Similarly, despite the increase in post-acute care (PAC) utilization, spending has remained stable over time and at $59.8 
billion in 2016, PAC-related costs to the FFS program were lower than the year prior and make up a relatively small portion 
of total Medicare FFS spending. Expenditures on SNFs and on HHAs comprised of the majority of post-acute care spending, 
at $47.4 billion, whereas IRFs and LTCHs made up a smaller portion, at $12.4 billion. 
 

Chart 1-A: Selected Critical Care Related Hospital Spending – Medicare FFS Program  

 
 

Number of Critical Care and Post-Acute Care Providers 

The data book provides updates on the total number of acute hospital and post-acute care facilities in the United States. 
Twenty-one acute hospitals closed between 2015 and 2016, bringing the total number of short-term acute hospitals 
submitting claims to Medicare to 4,585.  
 
The number of post-acute care providers remained relatively stable in 2017, although there was a 2.8 percent decrease 
in the number of LTCHs from the year before, from 423 in 2016 to 411 in 2017, a 0.8 percent decrease in the number of 
IRFs, from 1,188 to 1,178, and a 3.0 percent decrease in the number of HHAs, from 12,204 to 11,844. By contrast, the 
number of SNFs increased slightly, by 0.1 percent, from 15,263 to 15,277 in 2017. 

 
Chart 1-B: Number of Medicare FFS Critical Care Providers, 2016 and 2017 
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Patient Volumes and Quality Indicators 

STACHs 
In 2016, there were 9.48 million Medicare discharges in 4,583 STACHs, a decline from 2015. The top ten major diagnostic 
categories (MDCs) accounted for 92 percent of all discharges from hospitals paid under the inpatient prospective payment 
system. They included the circulatory system (MDC 5) at 20 percent; the musculoskeletal system (MDC 8) at 14 percent; 
the respiratory system (MDC 4) at 13 percent; the digestive system (MDC 6) at 11 percent; and infectious and parasitic 
diseases (MDC 18) at 9 percent. Moreover, the average length of stay for Medicare FFS beneficiaries in inpatient hospitals 
was 4.48 days, a decrease from 4.56 days in 2015. 
 
LTCHs  
LTCHs saw a decrease in cases in 2016, to 125,586, a 4.2 percent decrease from the year prior. The average payment per 
case also decreased slightly, to $40,656, and the average length of stay grew 1.1 percent to 26.8 days. The highest number 
of discharges from LTCHs were for the following diagnoses: pulmonary edema and respiratory failure (MS-LTC-DRG 189) 
at 14.0 percent; respiratory system diagnosis with ventilator support 96+ hours with MCC (MS-LTC-DRG 207) at 11.5 
percent; septicemia without ventilator support 96+ hours with MCC (MS-LTC-DRG 871) at 6.3 percent; osteomyelitis with 
MCC (MS-LTC-DRG 539) at 2.7 percent; and skin ulcers with MCC (MS-LTC-DRG 592) at 2.7 percent. 
 
IRFs 
The number of IRF cases grew one percent between 2015 and 2016 to 391,000 IRF cases at an average payment per case 
of $19,714. IRFs saw a slight increase in potentially avoidable rehospitalizations during the stay and during 30 days after 
discharge, although discharges to the community improved, at 76.9 percent. The average length of stay remained the 
same as the year prior, at 12.7 days. 20.1 percent of all cases were related to stroke, 13.7 percent to other neurological 
conditions, 10.8 percent to fractures of the lower extremity, 10.7 percent to debility, and 9.9 percent to brain injury. 
 
SNFs 
In 2016, there were 2.3 million Medicare-covered stays in SNFs. The data book highlights that while SNFs have improved 
on some quality measures, they have not improved in the category of potentially avoidable readmissions during 30 days 
after discharge. The data book does not specify the most common conditions or discharges of SNF patients.  
 
HHAs 
There were 3.5 million users of HHAs in 2016, a 0.1 percent increase from 2015. However, total episodes of care decreased 
by 0.7 percent, to 6.5 million. The average share of beneficiaries who utilized emergency department care stayed at 12.2 
percent, and those who had to be admitted to the hospital increased to 16.2 percent. As is the case for SNFs, the data 
book does not report the most common diagnoses of HHA patients.  
 
Conclusions  

Data from the MedPAC data book suggest that while Medicare spending as a whole has continued to increase over time, 
spending on critical care and related post-acute care services in the FFS program has not increased significantly, but has 
rather remained relatively stable. As noted, a significant factor is the increased enrollment of beneficiaries in Medicare 
Advantage plans, for whom, at present, the data book contains little detailed service specific cost or utilization trend data. 
Additionally, given MedPAC’s current reporting practices, ICU-specific utilization and cost data are lacking and trends are 
difficult to assess, although ICU care continues to make up a large portion of overall hospital spending.  


