






Chapter 5.  Patient Centeredness
Patient centeredness is defined as:  

[H]ealth care that establishes a partnership among practitioners, patients, and their families (when

appropriate) to ensure that decisions respect patients’ wants, needs, and preferences and that patients

have the education and support they need to make decisions and participate in their own care.1

An important dimension of quality, patient centeredness “encompasses qualities of compassion, empathy, and
responsiveness to the needs, values, and expressed preferences of the individual patient.”2 In addition,
effective communication between the provider and the patient is often a legal requirement.i

Importance and Measures

Morbidity and Mortality
u Patient-centered approaches to care have been shown to improve patients’ health status.  These

approaches rely on building a provider-patient relationship, improving communication, fostering a

positive atmosphere, and encouraging patients to actively participate in provider-patient interactions.3, 4  

u A patient-centered approach has been shown to lessen patients’ symptom burden.5

u Patient-centered care encourages patients to comply with treatment regimens.6

u Patient-centered care can reduce the chance of misdiagnosis due to poor communication.7 

Cost
u Patient centeredness has been shown to reduce underuse and overuse of medical services.8 

u Patient centeredness can reduce the strain on system resources and save money by reducing the number

of diagnostic tests and referrals.5

u Although some studies have shown that being patient centered reduces medical costs and use of health

service resources, others have shown that patient centeredness increases providers’ costs, especially in

the short run.9 

Measures
The National Healthcare Quality Report (NHQR) tracks several measures of patients’ experience of care.
The core report measure is a composite of these measures—patients’ assessments of how often their provider
listened carefully to them, explained things clearly, respected what they had to say, and spent enough time
with them.  This measure is presented separately for adult and child patients.  In addition, this NHQR
includes a section focusing on care coordination.
iFor example, Title VI of the Civil Rights Act of 1964, 42 U.S.C. 2000d, may require the practitioner or hospital to provide
language interpreters and translate vital documents for limited-English-proficient people. Section 504 of the Rehabilitation Act
of 1973, 29 U.S.C. 794, may require sign language interpreters, materials in Braille, or accessible electronic formats for people
with disabilities.
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Findings

Patients’ Experience of Care—Adults
Optimal health care requires good communication between patients and providers, yet barriers to provider-
patient communication are common.  To provide all patients with the best possible care, providers must be
able to understand patients’ diverse health care needs and preferences and communicate clearly with patients
about their care.

Figure 5.1.  Adults who had a doctor’s office or clinic visit in the last 12 months who reported poor
communication with health providers:  Overall composite, by insurance, 2002-2006 

Source: Agency for Healthcare Research and Quality, Medical Expenditure Panel Survey, 2002-2006.
Denominator: Civilian noninstitutionalized population age 18 and over who had a doctor’s office or clinic visit in the last 12 months.
Note: Patients who report that their health providers sometimes or never listened carefully, explained things clearly, showed respect
for what they had to say, or spent enough time with them are considered to have poor communication.

u From 2002 to 2006, the percentage of adults ages 18-64 with a doctor’s office or clinic visit who

reported poor communication decreased from 11.6% to 10.4% (Figure 5.1).

u Between 2002 and 2006, the percentage of adults with a doctor’s office or clinic visit who reported poor

communication decreased for adults with any private insurance, from 10.4% to 8.9%.  

u In all data years, adults with public insurance and uninsured adults were more likely to report poor

communication with their health providers compared with those with private insurance.  
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u From 2002 to 2006, there were no statistically significant changes overall or for any insurance group in

the percentage of adults age 65 and over with a doctor’s office or clinic visit who reported poor

communication with their health providers.

u In 2003, 2005, and 2006, adults with Medicare and other public insurance were more likely to report poor

communication with their health providers compared with those with Medicare and private insurance.

Patients’ Experience of Care—Children
Communication in children’s health care can pose a particular challenge.  Children are often less able to
express their health care needs and preferences, and a third party (e.g., a parent or guardian) is involved in
communication and decisionmaking.  Optimal communication in children’s health care can therefore have a
significant impact on receipt of high-quality care and subsequent health status.

Figure 5.2.  Children who had a doctor’s office or clinic visit in the last 12 months whose parents
reported poor communication with health providers:  Overall composite, by insurance, 2002-2006 

Source: Agency for Healthcare Research and Quality, Medical Expenditure Panel Survey, 2002-2006.
Denominator: Civilian noninstitutionalized population under age 18 who had a doctor’s office or clinic visit in the last 12 months.
Note: Parents who report that their child’s health providers sometimes or never listened carefully, explained things clearly, showed
respect for what they had to say, or spent enough time with them are considered to have poor communication.

u In 2006, 4.8% of parents of children who had a doctor’s office or clinic visit in the last 12 months

reported poor communication with health providers.  This rate is a significant improvement over the

2002 rate of 6.7% (Figure 5.2).

u Improvement since 2002 is also significant for children with any private insurance or public insurance only.

u In all data years, parents of children with public insurance were more likely to report poor

communication with their health providers compared with those with private insurance.
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Focus on Care Coordination
Health care in the United States was not designed to be patient centered.  Clinical services are frequently
organized around specific symptoms or organ systems and can be fragmented and difficult to navigate.
Patients often receive medical services, treatments, and advice from multiple providers in many different care
settings, each scrutinizing a particular body part and none attending to the patient as a whole.
Communication of important information among providers and between providers and patients may entail
delays or inaccuracies or fail to occur at all.

The patient-centered medical home is one approach to organizing care around a person and helping each
person stay as healthy as possible.  A key element is a personal physician leading a team of health care
professionals.  These professionals collectively take responsibility for providing all the services that a patient
needs or arranging for and coordinating care provided by others.  

This section focuses on the work of providers related to coordinating care.  Care coordination is defined as
the deliberate organization of patient care activities between two or more participants involved in a patient’s
care to facilitate appropriate delivery of health care services.10 It is multidimensional and essential to
preventing adverse events, ensuring efficiency, and making care patient centered.10, 11 Key elements of care
coordination include integrating medical information from all the providers a patient sees and managing
patient transitions from one setting of care to another.

The focus on care coordination in this NHQR does not attempt to provide a comprehensive framework for
care coordination, nor does it provide an exhaustive list of potential measures.  Rather, it provides examples
where some information is available.  AHRQ hopes that this section will stimulate productive discussions in
the area of care coordination, including development and use of valid, reliable, and feasible quality measures.
AHRQ intends this chapter to be the first step in an evolving national discussion on measuring care
coordination.

Integration of Information
Patients often seek care from many providers.  Medical information generated in different settings may not
be sent to a patient’s primary care provider.  Actively gathering and managing all of a patient’s medical
information is an important part of care coordination.  Tasks include ensuring that patients are informed of
important findings such as test results, primary care doctors are informed of care from specialists, and
providers within a practice have access to needed information.

No national survey currently gathers information from patients about these aspects of care coordination.  To
help fill this gap, we examined subnational data-gathering activities and identified the Massachusetts Health
Quality Partners (MHQP) Patient Experience Survey as a unique source of this information.  MHQP is an
independent organization established in 1995.  It is a broad-based coalition of physicians, hospitals, health
plans, purchasers, consumers, academics, and government agencies working together to promote
improvement in the quality of health care services in Massachusetts.  MHQP has conducted the Patient
Experience Survey since 2005.

In 2007, MHQP conducted a mail and Internet survey of commercially insured adult and pediatric patients’
experiences of care.  The survey included patients being served in primary care practices with at least three
doctors.12 Several questions related directly to coordination of information across providers and patients.
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The survey was completed by 51,000 adult patients and 20,000 parents of pediatric patients receiving care in
more than 400 medical practices in Massachusetts.  The response rate was 42%.  

Figure 5.3.  Patients who reported that they always received test results, that their personal doctor
always seemed informed and up to date about care received from specialist doctors, and that other
providers at their doctor’s office always had all the information they needed, commercially insured
adults ages 18-64, Massachusetts, 2007

Source: Massachusetts Health Quality Partners, Patient Experience Survey, 2007.
Denominator: Commercially insured adults ages 18-64 in primary care practices with at least three doctors.
Note: Respondents limited to patients who received particular services in the past year:  had a test, had a referral to a specialist, or
saw another provider in their doctor’s office.

u Of adult patients who were sent for a blood test, x-ray, or other test by their personal primary care

doctor, 68% reported that someone from the doctor’s office always followed up to give them the test

results (Figure 5.3).

u Of patients whose personal doctor recommended that they see a specialist, 57% reported that their

doctor always seemed informed and up to date about the care they received from specialists.

u Among adults who saw other doctors or nurses in their personal doctor’s office, 51% reported that the

other providers always had all the information they needed to correctly diagnose and treat their health

problem.  
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Figure 5.4.  Parents who reported that they always received test results for their child, that their child’s
personal doctor always seemed informed and up to date about care received from specialist doctors,
and that other providers at their child’s doctor’s office always had all the information they needed,
commercially insured children under age 18, Massachusetts, 2007

Source: Massachusetts Health Quality Partners, Patient Experience Survey, 2007.
Denominator: Commercially insured children under age 18 in primary care practices with at least three doctors.
Note: Respondents limited to parents of patients who received particular services in the past year:  had a test, had a referral to a
specialist, or saw another provider in their doctor’s office.

u Among parents of pediatric patients who were sent for a test, 69% reported that someone from the

doctor’s office always followed up to give the test results (Figure 5.4).

u Sixty-one percent of parents reported that their child’s doctor always seemed informed and up to date

about the care the child received from specialists.  

u Among parents of pediatric patients who saw other doctors or nurses, 59% reported that the other

providers always had all the information they needed.  

Transitions of Care
As health care conditions and needs change, patients often need to be moved from one setting to another.
These transitions of care place patients at heightened risk of adverse events.  Important information may be
lost or miscommunicated as responsibility is delivered to new parties.
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A common transition of care is discharge from the hospital, with approximately 39 million community
hospital discharges occurring each year.13 Discharge from a hospital typically indicates improvement in a
patient’s condition so that the patient no longer requires inpatient care.  It also means that the patient and
family must resume responsibility for the patient’s daily activities, diet, medications, and other treatments.
The patient also needs to visit his or her personal doctor and know what to do if his or her condition
deteriorates.  

Discharge instructions can help ensure that a patient receives the information needed to stay healthy after
leaving the hospital.  The NHQR reports on a measure that tracks receipt of written discharge instructions
among adult patients hospitalized for heart failure.  It also reports on two measures that reflect discharged
patients’ perceptions regarding the adequacy of the discharge information they received.

Figure 5.5.  Hospitalized adult patients with heart failure who were given complete written discharge
instructions, by age, 2005-2007

Source: Centers for Medicare & Medicaid Services, Medicare Quality Improvement Organization Program, 2005-2007.
Denominator: Hospitalized adult patients with a principal discharge diagnosis of heart failure.
Note: Complete written discharge instructions needed to address all of the following:  activity level, diet, discharge medications,
followup appointment, weight monitoring, and actions to take if symptoms worsen.

u From 2005 to 2007, the percentage of hospitalized adult patients with heart failure who were given

complete written discharge instructions improved from 57.5% to 76.0% (Figure 5.5).  Improvements

were observed among all age groups.

u Differences among age groups were not observed.
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Figure 5.6.  Adult hospital patients who were discharged and reported that hospital staff did NOT
provide adequate discharge information, 2008

Source: Centers for Medicare & Medicaid Services, Medicare Quality Improvement Organization Program, 2008.
Denominator: Adult hospital patients.
Note: Rate is adjusted for patient mix, mode of data collection, and nonresponse bias.

u Among adult hospital patients, 21.9% reported that hospital staff did not talk with them about help at

home and 17.5% reported that they did not get written information about what symptoms or problems

to look for (Figure 5.6).

Care Coordination for Children With Special Health Care Needs
Children with special health care needs are those who have or are at increased risk for a chronic physical,
developmental, behavioral, or emotional condition and who also require health and related services of a type
or amount beyond that required by children generally.14 They may need services not only from medical
specialists, but also from other therapists (e.g., nutritionists, occupational therapists, mental health care
providers) and educational specialists.  Therefore, appropriate and timely coordination of care across multiple
providers may be particularly important for children with special health care needs.

In the 2008 National Healthcare Disparities Report, information about care coordination from the 2005-2006
National Survey of Children With Special Health Care Needs15 was presented.  In this NHQR, we examine
variation across States in receipt of coordinated care.  For a child to qualify as receiving coordinated care, the
parent had to report that they:

National Healthcare 
Quality Report, 2009136

Patient Centeredness

C
hap

ter 5

P
er

ce
nt

Did not ta
lk with

 yo
u about

whether y
ou would have th

e help yo
u

needed when yo
u left t

he hosp
ita

l 

0

5

10

15

20

25

Did not g
ive

 in
form

atio
n in

 writi
ng

about w
hat s

ym
ptoms o

r

health
 problems t

o lo
ok out fo

r

afte
r y

ou left t
he hosp

ita
l



u Usually got as much help as wanted arranging or coordinating care.

u Were very satisfied with communication between the child’s health care providers and his or her school,

early intervention program, child care providers, or vocational education or rehabilitation program.

u Were very satisfied with the communication between the child’s doctors and other health care providers.

Figure 5.7.  State variation:  Children with special health care needs who received coordinated care, 
2005-2006

Key: Best quartile indicates States with highest rates of coordinated care; worst quartile indicates States with lowest rates.
Source: Health Resources and Services Administration, Maternal and Child Health Bureau; Centers for Disease Control and
Prevention, National Center for Health Statistics, National Survey of Children With Special Health Care Needs, 2005-2006.  
Note: Analyses performed by the Child and Adolescent Health Measurement Initiative, Data Resource Center for Child and
Adolescent Health (http://www.cshcndata.org).

u Overall, among children with special health care needs who required help with care coordination,

46.0% received the help they needed.  Among States, the percentage receiving coordination ranged

from 38.3% to 53.2%.

u The 13 Statesi in the best quartile (highest rates of coordinated care) in 2005-2006 had a combined

average rate of 50.5%.  These States are primarily located in New England and the Midwest (Figure

5.7).

u Eleven Statesii and the District of Columbia were in the worst quartile (lowest rates of coordinated care)

in 2005-2006, with a combined average rate of 41.5%.  These States are primarily located in the

western United States.

i The States are Indiana, Iowa, Kansas, Kentucky, Louisiana, Maine, Missouri, Ohio, Pennsylvania, Rhode Island, South
Dakota, Tennessee, and Vermont.
ii The States are Alaska, Arizona, Delaware, Florida, Idaho, Illinois, Nevada, New Jersey, Oklahoma, Utah, and Washington.
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Chapter 6.  Efficiency 
Costs may not be on the minds of patients and providers when health care is being delivered.  In fact, patients
who have generous health insurance coverage rarely have to consider costs.  But some patients are confronted
with the costs of health care belatedly when they try to fill prescriptions that they discover they cannot afford
or when expensive medical bills arrive.  Medical bills contribute to many bankruptcies.1 In addition, many
Americans worry about not being able to afford health care.  Quite a few report skipping care because of its
cost.2 People who buy their own health insurance, employers that provide health insurance coverage to their
employees, and governments that fund health programs are made particularly aware of health care costs as
they see these costs rising more quickly than wages, inflation, or economic growth.  

One approach to containing the growth of health care costs is to improve the efficiency of the health care
delivery system.  This would allow finite health care resources to be used in a way that best supports high-
quality care.  Recent work examining variations in Medicare spending and quality shows that higher cost
providers do not necessarily provide higher quality care, illustrating the potential for improvement.3 It should
be possible to maintain appropriate levels of health care provision without large increases in costs each year
and to extract more value from each health care dollar.  Improving efficiency in the Nation’s health care
system is an important component of the Department of Health and Human Services’ (HHS) mission to
support a better health care system.  In support of this mission, this year’s National Healthcare Quality
Report (NHQR) continues to look at potential information sources and findings on efficiency in the U.S.
health care system.

This year’s NHQR outlines varying perspectives on efficiency and offers potential methods for measuring
efficiency that respond to the NHQR’s mandate to provide lawmakers in Congress with information on the
performance of the U.S. health care system.  This chapter does not attempt to provide a definitive framework
for efficiency; nor does it provide an exhaustive list of potential measures of efficiency.  Rather, the Agency
for Healthcare Research and Quality (AHRQ) hopes that this chapter will stimulate productive dialog on
health care efficiency.  AHRQ intends this chapter to be part of an evolving national discussion on measuring
efficiency in the U.S. health care system that will be reviewed, revised, and presented in future reports.  

Measures
Part of the discussion about how to improve efficiency involves the question about how best to measure it.
Varying perspectives and definitions of health care efficiency exist, and the lack of consensus on what
constitutes appropriate measurement of efficiency has stymied efforts to report on this area.  

To improve understanding of efficiency measures, AHRQ commissioned the RAND Corporation to
systematically review measures of efficiency and to assess their potential to be tracked and reported at
various levels.4 The RAND report provides a typology of efficiency measures that emphasizes the multiple
perspectives on efficiency.  It also points out that measures must be considered from the standpoint of what
the measuring organization is and what its goal is in assessing efficiency.   

In considering efficiency measures, AHRQ also built on another report that examined the question of
efficiency from the cost-of-waste point of view.  In that report, the authors outline another common typology
for efficiency measurement:  the tracking of overuse, underuse, and misuse in the health care system.5
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This chapter presents measures from the population and provider perspective to provide some insight into
health care efficiency.  They are:

u Trends in potentially avoidable hospitalizations and costs (population perspective).

u Disparities in potentially avoidable hospitalizations (population perspective).

u Potentially avoidable hospitalizations among Medicare home health and nursing home patients

(population perspective). 

u Potentially avoidable hospitalizations and emergency department encounters for congestive heart failure

(CHF) (population perspective).

u Rehospitalization for CHF for selected States (population perspective).

u Reduction of unnecessary costs (population perspective).

u Trends in hospital efficiency (provider perspective).

Consensus has yet to emerge about the appropriate framework and acceptable measures of efficiency, and the
examples provided are designed to stimulate productive ongoing discussion about health care efficiency.  We
anticipate reporting the trends in potentially avoidable hospitalizations and costs and trends in hospital
efficiency measures in future NHQRs.  We also plan to include periodic focuses on particular conditions.
However, some of the estimates that we are making available in this year’s chapter will only appear
intermittently in the future.  

Findings

Trends in Potentially Avoidable Hospitalizations and Costs
To address potentially avoidable hospitalizations and costs from the population perspective, data on
ambulatory care-sensitive conditions are summarized here using the AHRQ Prevention Quality Indicators
(PQIs).  Not all hospitalizations that the AHRQ PQIs track are preventable, but ambulatory care-sensitive
conditions are those for which good outpatient care can prevent the need for hospitalization or for which
early intervention can prevent complications or more severe disease.  The AHRQ PQIs track these conditions
using hospital discharge data.  Hospitalizations for acute conditions, such as dehydration or pneumonia, are
distinguished from hospitalizations for chronic conditions, such as diabetes or CHF.

For this analysis, total hospital charges were converted to costs using Healthcare Cost and Utilization Project
(HCUP) cost-to-charge ratios based on hospital accounting reports from the Centers for Medicare &
Medicaid Services.  Therefore, cost estimates in this section refer to hospital costs for providing care, but do
not include either payers’ costs or costs for physician care that are billed separately.
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Figure 6.1.  National trends in potentially avoidable hospitalization rates for adults, by type of
hospitalization, 2000-2006 

Source: Agency for Healthcare Research and Quality, Healthcare Cost and Utilization Project, Nationwide Inpatient Sample, 2000-
2006.
Note: Data are for adults age 18 and over.  Annual rates are adjusted for age and gender.

u From 2000 to 2006, overall rates of avoidable hospitalizations decreased significantly, from 1,944 per

100,000 to 1,761 per 100,000 (Figure 6.1).  

u This decline is largely attributable to avoidable hospitalizations for chronic conditions, which decreased

significantly, from 1,213 per 100,000 to 1,078 per 100,000.

u Avoidable hospitalizations for acute conditions did not change significantly from 2000 to 2006.
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Figure 6.2.  Total national costs associated with potentially avoidable hospitalizations, 2000-2006

Source: Agency for Healthcare Research and Quality, Healthcare Cost and Utilization Project, Nationwide Inpatient Sample, 
2000-2006.
Note: Data are for adults age 18 and over.  Annual rates are adjusted for age and gender.  Costs are adjusted for inflation.

u From 2000 to 2003, total national hospital costs associated with potentially avoidable hospitalizations

adjusted for inflationi increased from $27.9 billion to $31.9 billion (Figure 6.2).  Costs then declined to

$30.1 billion in 2006.  

u These changes are largely attributable to avoidable hospitalizations for chronic conditions, with national

hospital costs that increased from $17.6 billion to $20.3 billion between 2000 and 2003 and then

declined to $19.2 billion in 2006.

u National hospital costs for avoidable hospitalizations for acute conditions did not change significantly

from 2000 to 2006.

Disparities in Potentially Avoidable Hospitalizations
Relatively little work has focused on the use of efficiency measures to assess disparities in the delivery of
health care.  In considering efficiency measures for the NHQR and the National Healthcare Disparities
Report (NHDR), we assessed their ability to support analyses by race, ethnicity, and socioeconomic status
(SES).  Most measures did not allow assessment of disparities, so we have not included a section on
efficiency in the NHDR.  However, data for one efficiency measure, potentially avoidable hospitalizations,
were deemed to be of sufficient quality to assess disparities.  

i The inflation adjustment was done using the gross domestic product implicit price deflator. 
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A critical caveat should be noted.  Comparatively high rates of  potentially avoidable hospitalizations may
reflect inefficiency in the health care system.  Therefore, groups of patients should not be “blamed” for
receiving less efficient care.  Instead, examining disparities in efficiency may help make the business case for
addressing disparities in care.  Investments that reduce disparities in access to high-quality outpatient care
may help reduce rates of avoidable hospitalizations among groups that have high rates.

Figure 6.3.  Potentially avoidable hospitalization rates for adults, by race/ethnicity and area income, 2006

Source: Agency for Healthcare Research and Quality, Healthcare Cost and Utilization Project, Nationwide Inpatient Sample, 2006.
Note: Data are for adults age 18 and over.  Annual rates are adjusted for age and gender.  White, Black, and Asian or Pacific Islander
are non-Hispanic.  Income quartiles based on median income of Zip Code of patient’s residence.  
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u Rates of avoidable hospitalizations overall and avoidable hospitalizations for chronic conditions were

higher among Blacks and Hispanics compared with Whites.  Rates were lower among Asians and

Pacific Islanders (APIs) compared with Whites (Figure 6.3).  

u Rates of avoidable hospitalizations overall and avoidable hospitalizations for chronic conditions were

higher among residents of areas in the lowest, second, and third income quartiles compared with

residents of areas in the highest income quartile.

u Rates of avoidable hospitalizations for acute conditions were higher among Blacks compared with

Whites and among residents of areas in the lowest and second income quartiles compared with residents

of areas in the highest income quartile.

Potentially Avoidable Hospitalizations Among Medicare
Home Health and Nursing Home Patients
Many patients are hospitalized while receiving care from home health agencies and nursing homes, with
resulting high costs and care transition problems.  A number of these hospitalizations of nursing home and
home health patients are appropriate.  However, some hospital admissions could be prevented with better
primary care and monitoring in these settings, or the patient could receive appropriate treatment in a less
resource-intense setting.  

Using the AHRQ Prevention Quality Indicators (PQIs), we track potentially avoidable hospitalizations among
Medicare patients occurring within 30 days of the start of home health or nursing home care.  These patients
may differ from patients discussed earlier in this chapter who are predominantly admitted for avoidable
conditions from home.  At home, some are receiving appropriate primary care and others have not visited a
health care provider for years.  

In contrast, Medicare home health and nursing home patients have regular contact with health providers,
which should reduce rates of avoidable hospitalization.  However, these patients are also more acutely ill,
may become seriously ill when affected by a new illness, and may have multiple comorbidities.  Medicare
patients in these settings often have been hospitalized recently.  Therefore, an avoidable hospitalization may
represent a return to the hospital, perhaps against the expectation that the patient was no longer in need of
acute care.  

For application to home health and nursing home settings, the potentially avoidable stays are identified
within a defined time period, 30 days, from the home health or nursing home admission date.  If a patient is
hospitalized more than once in that period, only the first stay is recognized for the measure.  

Data on home health patients come from Medicare fee-for-service (FFS) home health claims and Outcome
and Assessment Information Set (OASIS) patient assessment information.  Data on nursing home patients
come from Medicare skilled nursing facility (SNF) FFS claims and Minimum Data Set (MDS) patient
assessment information.  These data are linked with Medicare Part A acute care hospital claims to determine
hospitalizations for potentially avoidable conditions.
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Figure 6.4.  Medicare home health patients with potentially avoidable hospitalizations within 30 days of
start of care, 2001-2006

Source: Centers for Medicare & Medicaid Services, Outcome and Assessment Information Set linked with Medicare Part A claims
(100%), 2001-2006.
Denominator: Adult nonmaternity patients starting an episode of skilled home health care.  
Note: Rates standardized to the 2006 patient population according to Medicare enrollment category.

u Between 2001 and 2006, hospitalizations within 30 days of home health episode start for potentially

avoidable conditions declined from 4.6% to 3.9%.  
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Figure 6.5.  Short-stay and long-stay nursing home residents with potentially avoidable hospitalizations
within 30 days of admission, 2000-2005   

Source: Centers for Medicare & Medicaid Services, Minimum Data Set, 2000-2005 linked with Medicare Part A claims (100%).
Denominator: Short-stay residents are those who met the Medicare skilled nursing facility (SNF) criteria for nursing home admission;
long-stay residents are nursing home admissions that did not meet Medicare SNF criteria.

u Between 2000 and 2005, hospitalizations within 30 days of nursing home admission for potentially

avoidable conditions increased for short-stay nursing home residents but declined slightly for long-stay

nursing home residents.
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Potentially Avoidable Hospitalizations and Emergency 
Department Encounters for Congestive Heart Failure
Potentially preventable, high-cost encounters with the medical system occur not only in hospitals, but also in
emergency departments (EDs).  There were more than 120 million ED encounters in 2006.  ED crowding,
boarding (i.e., holding patients until an inpatient bed is available), and ambulance diversion have become
more prevalent and have given rise to increasing concerns about the quality of care delivered in EDs.  

Congestive heart failure (CHF) is an ambulatory care-sensitive condition.  Patients typically need to restrict
their intake of salt, take their medications regularly, and monitor their weight.  Good primary care can help
patients with self-management and make adjustments to treatment before exacerbations in CHF become
severe and require emergent attention.  

Some hospitalizations and ED encounters cannot be avoided, but appropriate ambulatory care can help keep
some patients from having to visit an ED or from being hospitalized.  Reducing potentially avoidable ED
encounters, in particular, holds promise for reducing cost, improving quality, and enhancing efficiency.  For
this analysis, the CHF measure from the the AHRQ PQI software was applied to the 2005 HCUP Nationwide
Inpatient Sample (NIS) and the Nationwide Emergency Department Sample (NEDS).

Figure 6.6.  Potentially avoidable hospitalizations and emergency department encounters for congestive
heart failure, national and regional estimates, 2005   

Key: ED = emergency department.
Source: Agency for Healthcare Research and Quality, Healthcare Cost and Utilization Project, Nationwide Inpatient Sample and
Nationwide Emergency Department Sample, 2005.
Note: Data are for adults age 18 and over.  Annual rates are adjusted for age and gender.
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u The South had a rate of inpatient stays for CHF that was significantly higher than the rate for the

Northeast.  The West had a lower rate.  The rate for the Midwest was statistically indistinguishable from

the rate for the Northeast (Figure 6.6).

u The South had a rate of ED visits for CHF that was significantly higher than the rate for the Northeast.

The rates for the Midwest and the West were statistically indistinguishable from the rate for the

Northeast.

u The South had a rate of ED visits that resulted in an inpatient admission for CHF that was significantly

higher than the rate for the Northeast.  The West had a lower rate.  The rate for the Midwest was

statistically indistinguishable from the rate for the Northeast.

u The South, West, and Midwest had rates of ED visits that did not result in an inpatient admission for

CHF that were significantly higher than the rate for the Northeast.  

Rehospitalization for Congestive Heart Failure 
To gain further insight into the population perspective of potentially avoidable hospitalizations and costs, data
on rehospitalization rates for CHF for 14 States in 2006 are summarized here.  Rehospitalization for CHF
signals a worsened state of illness for patients and is more resource intensive than outpatient treatment.
Although some rehospitalizations for CHF cannot be prevented, CHF is a condition for which good
outpatient care and early intervention can help prevent rehospitalization.

The estimates below are derived from data for 14 States participating in the HCUP State Inpatient Databases.
They are based on all CHF admissions from January 1 to November 30, 2006.  Rehospitalizations are
defined as admissions to any hospital in that State with a principal diagnosis of CHF within 30 days of the
discharge date of an index CHF admission.  For this analysis, total hospital charges were converted to costs
using HCUP cost-to-charge ratios based on hospital accounting reports from the Centers for Medicare &
Medicaid Services.  Therefore, cost estimates in this section refer to hospital costs.
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Table 6.1.  Rehospitalizations for congestive heart failure, 14 States, 2006

Age category State                         Hospitalized CHF patients with              Average cost of

rehospitalization for CHF                   rehospitalization 

Ages 18-64 State A 3.6% DSU
State B 6.1% $11,030
State C 8.3% $8,753
State D 8.3% $9,925
State E 8.5% $12,424
State F 8.6% $10,809
State G 9.1% $10,865
State H 9.9% $10,055
State I 9.9% $11,049
State J 10.1% $9,583
State K 11.4% $9,488
State L 11.5% $8,599
State M 11.7% $12,908
State N 11.8% $8,058

Age 65+ State A 4.4% $8,907
State D 6.8% $9,867
State I 6.9% $9,800
State C 8.4% $8,139
State E 8.8% $7,901
State B 8.8% $9,633
State J 9.3% $9,390
State N 9.4% $7,631
State F 9.4% $9,926
State M 9.5% $12,692
State K 9.8% $9,047
State H 10.0% $8,821
State L 10.0% $7,351
State G 10.6% $8,891

Key: DSU = data statistically unreliable.
Source: Agency for Healthcare Research and Quality, Healthcare Cost and Utilization Project, State Inpatient Databases, 2006.
Note: Data are for adults age 18 and over.  The data for State A were insufficient for determining the average cost of rehospitalization.

u The percentage of State-level CHF hospitalizations resulting in rehospitalization for CHF ranged from a

low of 3.6% to a high of 11.8% for patients ages 18-64 and from a low of 4.4% to a high of 10.6% for

patients age 65 and over.  State A had the lowest percentage for both age groups (Table 6.1).

u Costs for a rehospitalization for CHF where the index hospitalization was for CHF ranged from a low

of $8,058 to a high of $12,908 for patients ages 18-64 and from a low of $7,351 to a high of $12,692

for patients age 65 and over.  
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u Costs for a rehospitalization for CHF where the index hospitalization was for CHF were generally

lower in the Medicare-eligible population than in those ages 18-64.  

It is important to note that the figures reported above are not national estimates and that no conclusions about
national trends should be inferred.  The States in the analysis account for about 32% of all adult discharges
for CHF in the Nation and provide an indication of the general trend that readmissions for CHF may be
following.

Reduction of Unnecessary Costs 
This section of the chapter highlights waste and opportunities to reduce unnecessary costs.  Waste can
include overuse, underuse, or misuse of health care services.  An example of overuse is prostate-specific
antigen (PSA) screening among men age 75 and over, which the U.S. Preventive Services Task Force
(USPSTF) recently recommended against.6 Our analyses of the 2005 National Health Interview Survey
indicate that there were approximately 1.7 million men age 75 and over with no history of prostate cancer
who reported having a routine PSA test in the past year.  This makes up 42.8% of all men age 75 and over.  

There is concern that administration of the PSA test in men age 75 and over will lead to false positives and
subsequent unnecessary treatments.  Reductions in costs and improvements in quality should result from
reductions in unnecessary PSA screening.  Patient and provider education is regarded as the key to reducing
the overutilization of PSA screening.

Another overused treatment that can be reduced through education is the use of antibiotics to treat the
common cold.  Taking antibiotics does not treat or relieve symptoms of the common cold and may lead to
the development of antibiotic-resistant bacterial infections.  Although antibiotic prescribing patterns are
slowly improving, inappropriate use of antibiotics for the common cold is still a concern.7 Children have the
highest rates of antibiotic use and the highest rates of bacterial infection with antibiotic-resistant bacterial
pathogens.8
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Figure 6.7.  Visits with antibiotics prescribed for a diagnosis of common cold per 10,000 population,
1998-2007.

Source: Centers for Disease Control and Prevention, National Center for Health Statistics, National Ambulatory Medical Care Survey
and National Hospital Ambulatory Medical Care Survey, 1998-2007.
Denominator: U.S.  noninstitutionalized population.

u In 2006-2007, the overall rate of antibiotics prescribed at visits with a diagnosis of the common cold

stood at 59.9 per 10,000 population, which is below the Healthy People 2010 target of reducing rates to

no more than 126.8 per 10,000 (Figure 6.7).  

u From 1998-1999 to 2006-2007, the rate of antibiotic prescription at visits with a diagnosis of common

cold decreased overall and for people of all age groups.  

u In 2006-2007, all age groups were below the Healthy People 2010 target.
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Trends in Hospital Efficiency
Significant attention has been paid to cost variations across providers and across the country.  Yet it is often
difficult to separate out costs that reflect differences among providers in outputs, patient burden of illness,ii or
care quality.  To address the provider perspective, hospital cost efficiency is examined using a technique from
the field of econometrics that can account for such differences.iii This analysis uses data from the American
Hospital Association Annual Survey and from Medicare Cost Reports, as well as data derived from the
application of AHRQ Quality Indicators software to HCUP data and the application of comorbidity software
to HCUP data.  

Here, hospital efficiency is defined as the ratio of best practice costs to total observed costs.  For example,
given the types and quantities of outputs a hospital produces, the input prices it pays, its case mix, its quality,
and its market characteristics, a theoretical best practice hospital might incur expenses amounting to $90
million.  A comparison hospital in an identical situation with total expenses of $100 million would have an
estimated cost efficiency of 90%.  

Cost-efficiency estimates have been converted to index numbers with a base of 100 for the year 2002 as a
way to place less emphasis on the specific magnitude of estimated hospital efficiency than on its general
trend.

ii This analysis controls for the following components that Elixhauser, et al. (1998) contend are part of patient burden of
illness:  (1) primary reason for admission to the hospital, (2) severity of the principal diagnosis, (3) iatrogenic complications,
and (4) comorbidities that are unrelated to the primary diagnosis but have a substantial impact on both the resources used to
treat the patient and the outcomes of the care provided.9
iii Stochastic frontier analysis (SFA) is the technique used in this analysis.  SFA can estimate best practice costs as the value
total costs would be if full efficiency were attained.  The hospital-level “cost efficiency” estimates that SFA produces measure
whether output is obtained using the fewest inputs (i.e., technical efficiency), as well as whether output is produced using the
optimal mix of inputs, given prices (i.e., allocative efficiency), the size of a hospital’s operations (i.e., scale efficiency), and
the range of a hospital’s operations (i.e., scope efficiency), including possible overspecialization or overdiversification.10
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Figure 6.8.  Average estimated relative hospital cost-efficiency index for a selected sample of urban
general community hospitals, 2002-2006

Source: Agency for Healthcare Research and Quality.  Analysis based on 1,382 urban general community hospitals with data in the
Healthcare Cost and Utilization Project, State Inpatient Databases.  Refer to Chapter 1, Introduction and Methods, for further details.

u Estimated urban hospital cost efficiency increased slightly from 2002 to 2004 but decreased slightly in

2005 for a selected sample of urban general community hospitals.  It increased again in 2006 

(Figure 6.8). 

u The most cost-efficient hospitals (i.e., hospitals in the highest quartile of estimated cost efficiency)

compared favorably with the least cost-efficient hospitals (i.e., hospitals in the lowest quartile of

estimated cost efficiency) on a number of important variables.  The most cost-efficient hospitals had

lower costs and fewer full-time-equivalent employees per case mix-adjusted admission compared with

the least cost-efficient hospitals.  The most cost-efficient hospitals also had a shorter average length of

stay, although the difference was not statistically significant (Table 6.2). 

u The most cost-efficient hospitals had a higher operating margin than the least cost-efficient hospitals

(Table 6.2).  
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Table 6.2.  Correlates of hospital cost efficiency

Measure Estimate Standard deviation

Cost per case mix-adjusted admission:  

Top quartile of hospital cost efficiency $4,740 $1,321
Bottom quartile of hospital cost efficiency $6,581 $2,612
Full-time equivalent employees per case mix-adjusted admission:

Top quartile of hospital cost efficiency .042 0.01
Bottom quartile of hospital cost efficiency .053 0.02
Average length of stay (days):

Top quartile of hospital cost efficiency 5.08 1.47
Bottom quartile of hospital cost efficiency 5.14 1.79
Operating margin:

Top quartile of hospital cost efficiency .008 0.12
Bottom quartile of hospital cost efficiency -.072 0.23

Source: American Hospital Association Annual Survey of Hospitals and Medicare Cost Reports, 2002-2006.

It is important to note that the figures reported above are not national estimates and that no conclusions about
national trends should be inferred.  However, the hospitals in the analysis represent about 55% of all non-
Federal urban general community hospitals and therefore provide an indication of the general trend that cost
efficiency may be following.
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