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CMS

 90 million covered lives

 T18 + T19 + SCHIP = $675B

 17th largest GDP on the planet!

 Volume not value 
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Practice Variation
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Practice Variation
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Under Current Law, Medicare Will Place An

Unprecedented Strain on the Federal Budget

Source: 2008 Trustees Report
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Cornerstones to Value Driven 

HealthcareI. Interoperable Health Information Technology
(Health IT Standards)

II. Measure and Publish Quality Information (Quality 
Standards)

III. Measure and Publish Price Information (Price 
Standards)

IV. Promote Quality and Efficiency of Care (Incentives)

Broad bipartisan support across business sectors!

http://www.hhs.gov/valuedriven/fourcornerstones/healthit/index.html
http://www.hhs.gov/valuedriven/fourcornerstones/quality/index.html
http://www.hhs.gov/valuedriven/fourcornerstones/price/index.html
http://www.hhs.gov/valuedriven/fourcornerstones/Incentives/index.html
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Premier Hospital Quality 

Incentive Demonstration
CMS/Premier HQID Project Participants Composite Quality Score: 

Trend of Quarterly Median (5th Decile) by Clinical Focus Area

October 1, 2003 - September 30, 2006 (Year 1 and Year 2 Final Data, and Yr 3 Preliminary)
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Other Avenues

 Physician Group Practice Demo

4 of the 10 practices garnered $13.8 m

 EHR Demo

 PQRI

 E-prescribing

 Medical Home sites to be announced
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Rulemaking Integrates VBP
Hospital Acquired Conditions cost $5b/year!

1. Foreign object retained after surgery

2. Air embolism

3. Blood incompatibility

4. Pressure ulcers

5. Falls

6. Manifestations of poor glycemic control

7. Catheter-associated urinary tract infection

8.  Vascular catheter-associated infection

9. Deep vein thrombosis (DVT)/pulmonary embolism 
(PE)

10. Surgical site infection
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www.hospitalcompare.hhs.govwww.hospitalcompare.gov

http://www.hospitalcompare.gov/
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Pneumonia 30-Day Mortality



12

Heart Failure Patients Given 

Discharge Instructions
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Competitive Bidding
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How Medicare Buys DME 

DMEPOS Device

(rank by use)

CMS Fee (% above 

average online price)

Illustrative 

Internet Pricing

CMS payment above 

average online price

Oxygen concentrator (#1) $2,380 (+352%) $677 $1,703

Standard power mobility 

device (#3)

$4,023 (+185%) $2,174 $1,849

Hospital bed (#4) $1,825 (+242%) $754 $1,071

Continuous positive 

airway pressure device 

(#5)

$1,452 (+517%) $281 $1,171

Respiratory assist device 

BIPAP (#18)

$3,335 (+247%) $1,348 $1,987

#1 Medicare beneficiaries typically rent the machines. The rental period, set by statute, is up to 36 months. The 

monthly rental payment, also set by statute, is $198.40. So renting an oxygen concentrator for 36 months costs 

$7,142.
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Bidding Results

 6209 bids

 1235 accepted

 Overall 29% of bidding suppliers were 

„winners‟

 grandfathering provision

 extensive outreach (1,200 touches)
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Item/Period of 

Service

Current 

Allowed 

Amount**

New Allowed 

Amount**

Medicare Savings 

80% of Difference

Beneficiary Savings 

20% of Difference

Concentrator

Per month $199.28 $140.82 $46.77 $11.69

Per year $2,391.36 $1,689.84 $561.24 $140.28

Per 3 years* $7,174.08 $5,069.52 $1,683.72 $420.84

Hospital Bed

Per month $140.46 $99.28 $32.94 $8.24

Per 13 months* $1,474.78 $1,042.46 $345.86 $86.46

Diabetic Supplies

Per month $82.68 $47.53 $28.12 $7.03

Per year $992.16 $570.36 $337.44 $84.36

Per 3 years $2,976.48 $1,711.08 $1,012.32 $253.08

* Beneficiary takes over ownership of equipment after end of rental payment period

** 20% of current and new allowed amount is paid by the beneficiary out-of-pocket

Competitive Bidding Savings

about 1 billion per year for Medicare
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June 25, 2008

EDITORIAL

Medicare Savings vs. the Lobbyists 

Congress has bowed to pressure from the losing bidders. 

This backtracking inevitably makes one wonder if major 

reform will ever be possible in a medical marketplace 

dominated by imperfect government bureaucracies and 

private lobbyists bent on resisting governmental reforms. 

Competitive bidding is a smart way to help Medicare control 

equipment costs at a time when all medical costs are soaring 

and there is relentless pressure to reduce Medicare‟s 

services or raise charges to beneficiaries. 

Congress must ensure that any delay it imposes does not 

become a prelude to junking the program for good. There is 

never a good reason for Medicare to pay far more than the 

market rate for medical equipment. And certainly not in times 

like these. 
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Our view on health care: Suppliers defend sweet deal

Companies use donations, scare tactics to derail bidding program.
June 28, 2008
So Congress did the right thing five years ago when it passed a law requiring Medicare's 

suppliers of "durable medical equipment" to submit to competitive bidding. The first bids are in, 

and they have produced savings that average 26%. Medicare intends to start rolling out the 

program on Tuesday in 10 metro areas and take it nationwide in 2010.

The industry's objections are exaggerated. Companies generally lost out for legitimate reasons —

because they didn't meet new accreditation standards, failed to submit complete bids or just didn't 

bid low enough. In any case, it's hard to muster sympathy for companies that have been getting 

overpaid for years. 

Delaying the bidding program would be a mistake. "Delay" in Washington often means "kill." 

Medicare, which cost $432 billion last year, faces exploding expenses as the Baby Boomers 

retire. This year, it will begin paying out more than it takes in, and it faces insolvency in 2019. If 

lawmakers can't make savings in this comparatively small piece now, how will they ever be able 

to rein it in? 

Changing Medicare will always be unsettling for patients, providers and politicians, but change is 

essential if it is to survive without consuming the federal budget. 

http://www.usatoday.com/
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 Every 3rd Thursday of the month, 

2-3pm PST

 Next call November 20th, 2008 at 2 PM PST.

 Toll Free: 888-452-0273

 Pass Code: Stakeholder Call

 Leader: David Saÿen

 Register for “CMS Region IX Stakeholder” ListServ for 
notification and details about calls, please contact: 
nicole.lockey@cms.hhs.gov

Stay Informed-

Region IX Stakeholder Call

mailto:nicole.lockey@cms.hhs.gov
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Thank you Mike Myers!

David Saÿen

CMS Regional Administrator, 

San Francisco, Region IX

Centers for Medicare & Medicaid Services

90 Seventh Street

Suite 5-300

San Francisco, CA 94103

david.sayen@cms.hhs.gov

(415) 744-3501

mailto:david.sayen@cms.hhs.gov
mailto:david.sayen@cms.hhs.gov

