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Some of the most significant opportunities to create value in the U.S. health care system are in 

the post-acute care (PAC) space. It accounts for nearly 17% of Medicare dollars spent and is one 

of Medicare’s fastest rising costs in the health care sector. Additionally, there are significant 

variations in quality and cost of PAC providers largely because it is such a highly fragmented 

marketplace with few incentives to control either. In a recent analysis conducted by Kurt Salmon 

and Milliman, it was found that in the Houston, Texas, MSA there were 39 skilled nursing 

facilities with over 10 Medicare admits for total joint surgery. The analysis showed it was 

common for facilities to vary in allowed cost for Medicare patients by more than $10,000 and for 

readmission rates to vary by more than 10%.  

 

As the “Baby Boomer” generation ages, an average of 10,000 people will turn 65 years old every 

day for the next 20 years. Furthermore, advances in care are allowing people to live longer. The 

average life expectancy of someone born in1900 was 50 years, while for those born today, it is 

over 81 years. As the population continues to age, it will also become increasingly frail and 

many will need additional care prior to being discharged to home. Additionally, health care 

providers will need to place a greater emphasis on the management of chronic diseases and long-

term disabilities, requiring PAC to play a larger role in the care for our aging population. The 

current generation of elderly Americans demand to age with vitality and dignity. This means 

avoiding hospitalization and, many times, receiving care outside of a hospital and in more 

appropriate settings such as the home. 

 

Health systems and hospitals face shifting regulatory, financial and patient preferences, and these 

shifts are especially pronounced in the PAC space. In 2014, Congress passed the Improving 

Medicare Post-Acute Care Transformation (IMPACT) Act, with the goal to develop a PAC 



prospective payment system. Furthermore, the Centers for Medicare and Medicaid Services 

published final rules for the Comprehensive Care for Joint Replacement (CCJR) model, which 

mandates bundled payments for all hip and knee replacements in 67 markets nationwide, 

including the provision of care up to 90 days post-discharge. In summary, PAC providers will 

need to develop innovative approaches to thrive in this new paradigm. As a result of the changes 

coming to PAC, there have been a number of new entrants offering technologies and services 

that address current challenges facing the industry. 

Post-Acute Care Innovators 

As commented on in previous Kurt Salmon Center for Health Care Innovation posts, capital 

investments have been increasing for digital health technologies as the industry has attracted 

non-traditional players vying to establish a presence in a massive industry. Many of the new 

entrants have targeted the aging population, given its projected growth and, in turn, have 

developed technologies and services for post-acute care. According to StartUp Health, 

investments in the “50+ market,” as defined by services and solutions targeted to patients and 

consumers over the age of 50, was $1.7B in the first three quarters of 2015. This is up from 

$0.7B for all of 2010 and accounted for 48% of total deal count and 51% of total digital health 

funding in 2015. 

 

Many of the innovators have been focused on tackling the issues of cost, quality and patient 

preference. While the new solutions are wide ranging, one can classify many of the technologies 

and services into the themes of patient monitoring, care coordination, post-discharge navigation 



and aging at home:

 



Key Takeaways   

Post-acute care providers will continue to be pushed toward the “Triple Aim” (enhancing the 

patient experience, improving the health of populations and reducing the per capita cost of health 

care) by both the payors and “upstream” providers. Moving forward, post-acute care will need to 

be more closely integrated with other providers in the care continuum as reimbursement models 

force greater collaboration and coordination and as patients demand that aging care services offer 

convenient solutions that promote vitality. Traditional providers should look to new solutions 

and business models as they navigate the new waters in post-acute care. 
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