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How America Can Cut Waste, Save Billions & 
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— 
The Case for Medicare Investment in DME – 2017 Update 

 
"Don'tꢀfocusꢀonꢀcostꢀcutting.ꢀFocusꢀonꢀwasteꢀcutting."ꢀ

JamieꢀDimonꢀ–ꢀCEOꢀJ.P.ꢀMorganꢀatꢀJ.P.ꢀMorganꢀAnnualꢀHealthcareꢀConferenceꢀJanuaryꢀ2017ꢀ
 
Withꢀtheꢀincomingꢀadministrationꢀtargetingꢀmajorꢀhealthcareꢀchangeꢀandꢀcostꢀsaving,ꢀitꢀisꢀtheꢀ
idealꢀtimeꢀforꢀCMSꢀtoꢀendꢀitsꢀfocusꢀonꢀDMEꢀcostꢀcuttingꢀandꢀtakeꢀimmediateꢀstepsꢀtoꢀdriveꢀdownꢀ
theꢀmassiveꢀpaymentsꢀitꢀnowꢀmakesꢀtoꢀtreatꢀtheꢀveryꢀproblemsꢀthatꢀDMEꢀisꢀdesignedꢀtoꢀavoid.ꢀ
Thisꢀ studyꢀshowsꢀ thatꢀ suchꢀaꢀ shiftꢀmakesꢀclearꢀeconomicꢀandꢀpracticalꢀ senseꢀ–ꢀeveryꢀdollarꢀ
Medicareꢀ spendsꢀ providingꢀ DMEꢀ toꢀ beneficiariesꢀ canꢀ saveꢀ CMSꢀ fromꢀ $11ꢀ toꢀ $29ꢀ inꢀ directꢀ
treatmentꢀpayments.1ꢀOverallꢀannualꢀsavingsꢀforꢀtheꢀU.S.ꢀhealthcareꢀsystemꢀ(whichꢀtakesꢀintoꢀ
accountꢀtheꢀdynamicꢀmacroeconomicꢀimpactꢀofꢀfutureꢀinvestingꢀinꢀDME)ꢀrangesꢀfromꢀ$23ꢀtoꢀ
$41ꢀforꢀeveryꢀdollarꢀ invested.ꢀDropsꢀ inꢀaccessꢀtoꢀDMEꢀthatꢀhaveꢀoccurredꢀsinceꢀcompetitiveꢀ
biddingꢀwasꢀinitiatedꢀsupportꢀtheꢀabilityꢀofꢀCMSꢀtoꢀeffectivelyꢀspendꢀonꢀDMEꢀgoingꢀforward.ꢀ
ꢀ

***ꢀ
ꢀ

Inꢀ2011,ꢀweꢀbeganꢀtoꢀstudyꢀMedicareꢀspendingꢀforꢀDMEꢀtoꢀdetermineꢀifꢀitꢀmadeꢀsenseꢀforꢀCMSꢀ
toꢀ increaseꢀ itsꢀ investmentsꢀ inꢀ DMEꢀ toꢀ driveꢀ reductionsꢀ inꢀ treatmentꢀ costsꢀ forꢀ injuriesꢀ andꢀ
illnessesꢀ thatꢀ resultedꢀ fromꢀMedicareꢀ recipientsꢀnotꢀhavingꢀ theꢀ rightꢀDME.ꢀTheꢀ initialꢀ studyꢀ
showedꢀthatꢀspendingꢀtoꢀprovideꢀDMEꢀtoꢀbeneficiariesꢀsavesꢀMedicareꢀmuchꢀmoreꢀinꢀreducedꢀ
treatmentꢀcostsꢀthanꢀtheꢀactualꢀpaymentsꢀitꢀmakesꢀforꢀtheꢀequipment.2ꢀꢀ
ꢀ
Thatꢀstudyꢀwasꢀupdatedꢀinꢀ20143ꢀtoꢀreflectꢀaꢀperiodꢀthatꢀsawꢀtheꢀlaunchꢀandꢀthenꢀexpansionꢀofꢀ
theꢀcompetitiveꢀbiddingꢀprogramꢀandꢀcontinuedꢀattacksꢀbyꢀCMSꢀonꢀpaymentsꢀforꢀpowerꢀchairs,ꢀ
oxygenꢀtherapyꢀandꢀCPAPꢀtherapy.ꢀTheꢀ2014ꢀupdateꢀshowedꢀthatꢀthreeꢀyearsꢀlaterꢀitꢀmadeꢀevenꢀ
moreꢀsenseꢀforꢀCMSꢀtoꢀinvestꢀinꢀDME.ꢀSinceꢀtheꢀ2014ꢀupdate,ꢀCMSꢀhasꢀcontinuedꢀtoꢀexpandꢀitsꢀ
attacksꢀonꢀDMEꢀpricing,ꢀapplyingꢀtheꢀpricingꢀmodelꢀtoꢀruralꢀareasꢀnotꢀcoveredꢀbyꢀtheꢀearlierꢀ
versionsꢀofꢀtheꢀprogram.ꢀꢀTheꢀrecentꢀCURESꢀActꢀfurtherꢀextendsꢀcompetitiveꢀbiddingꢀpricingꢀtoꢀ
theꢀfederalꢀportionꢀofꢀMedicaid.4ꢀThisꢀhasꢀallꢀledꢀtoꢀaꢀdramaticꢀdropꢀinꢀDMEꢀprovidersꢀservingꢀ
theꢀMedicareꢀpopulation,ꢀprofitꢀmarginsꢀthatꢀareꢀoftenꢀthinꢀorꢀnon-existentꢀandꢀreducedꢀaccessꢀ
toꢀequipmentꢀbyꢀbeneficiaries.5ꢀꢀ
ꢀ
Throughꢀitꢀall,ꢀCMSꢀhasꢀfocusedꢀonꢀcostꢀcuttingꢀandꢀhasꢀfailedꢀtoꢀrecognizeꢀtheꢀpositiveꢀleverageꢀ
ofꢀ itsꢀ spendingꢀ potential.ꢀ Inꢀ part,ꢀ itsꢀ misplacedꢀ focusꢀ isꢀ theꢀ resultꢀ ofꢀ itsꢀ initialꢀ impetusꢀ forꢀ
reducingꢀ spendingꢀ onꢀ equipmentꢀ –ꢀ eliminationꢀ ofꢀ fraud.ꢀ Byꢀ theꢀ endꢀ ofꢀ theꢀ 2ndꢀ yearꢀ ofꢀ
competitiveꢀbidding,ꢀCMSꢀhadꢀsucceededꢀputtingꢀ inꢀplaceꢀaꢀwideꢀrangeꢀofꢀ fraudꢀpreventionꢀ
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effortsꢀ toꢀeliminateꢀ theꢀbulkꢀofꢀ fraudꢀ inꢀ theꢀ system6.ꢀ Insteadꢀofꢀ refocusingꢀonꢀprudentꢀandꢀ
reasonableꢀinvestmentꢀinꢀDME,ꢀCMSꢀhasꢀcontinuedꢀitsꢀpricingꢀattacks.ꢀItꢀhasꢀ‘thrownꢀtheꢀbabyꢀ
outꢀwithꢀtheꢀbathꢀwater’.ꢀꢀ
ꢀ
Theꢀ currentꢀ versionꢀ ofꢀ theꢀ studyꢀ showsꢀ thatꢀ theꢀ massiveꢀ Medicareꢀ paymentsꢀ forꢀ ERꢀ visits,ꢀ
hospitalꢀstays,ꢀdoctorꢀvisits,ꢀmedicines,ꢀoutpatientꢀtreatmentꢀandꢀotherꢀtreatmentꢀpaymentsꢀ
haveꢀ increasedꢀorꢀbeenꢀ relativelyꢀ stableꢀwhileꢀ spendingꢀonꢀDMEꢀhasꢀdroppedꢀdrastically.ꢀ Itꢀ
againꢀconfirmsꢀthatꢀspendingꢀonꢀtreatmentꢀcouldꢀbeꢀsignificantlyꢀreducedꢀbyꢀprovidingꢀDMEꢀ
thatꢀdecreasesꢀfallsꢀandꢀleavesꢀdiseasesꢀlikeꢀCOPDꢀandꢀobstructiveꢀsleepꢀapneaꢀunchecked.ꢀAsꢀ
CMSꢀcontinuesꢀitsꢀsqueezeꢀonꢀtheꢀcostꢀsideꢀofꢀDME,ꢀtheꢀrelativeꢀvalueꢀofꢀtheꢀpotentialꢀDMEꢀ
investmentꢀsavingsꢀhasꢀgrownꢀbyꢀordersꢀofꢀmagnitude.ꢀꢀ

ꢀ
Background.ꢀ ꢀOverꢀtheꢀpastꢀtwenty-plusꢀyears,ꢀTheꢀCentersꢀforꢀMedicareꢀ&ꢀMedicaidꢀServicesꢀ
(CMS)ꢀofꢀ theꢀU.S.ꢀDepartmentꢀofꢀHealthꢀ&ꢀHumanꢀServicesꢀ (HHS)ꢀ haveꢀ treatedꢀpaymentsꢀ forꢀ
durableꢀmedicalꢀ equipmentꢀasꢀaꢀ costꢀburdenꢀ toꢀbeꢀwatchedꢀoverꢀandꢀcontinuallyꢀ reducedꢀorꢀ
eliminated.ꢀTheseꢀpayments,ꢀwhichꢀcompriseꢀapproximatelyꢀ1%ꢀofꢀoverallꢀMedicareꢀspending7,ꢀ
haveꢀ beenꢀ periodicallyꢀ drivenꢀ downward.ꢀ CMSꢀ hasꢀ implementedꢀ aꢀ “competitiveꢀ bidding”ꢀ
programꢀforꢀDMEPOSꢀ(DurableꢀMedicalꢀEquipment;ꢀProsthetics;ꢀOrthotics;ꢀandꢀSupplies)ꢀandꢀhasꢀ
sinceꢀ expandedꢀ thatꢀ programꢀ acrossꢀ theꢀ country.ꢀ DMEPOSꢀ hasꢀ resultedꢀ inꢀ theꢀ numberꢀ ofꢀ
beneficiariesꢀreceivingꢀDMEꢀbeingꢀdecreased;ꢀtheꢀnumberꢀofꢀavailableꢀsuppliersꢀbeingꢀslashed;ꢀ
andꢀclaimsꢀfromꢀCMSꢀofꢀsubstantialꢀdropsꢀinꢀDMEꢀpayments.8ꢀ
ꢀ
RatherꢀthanꢀsimplyꢀassumeꢀthatꢀMedicareꢀspendingꢀonꢀDMEꢀisꢀaꢀcostꢀburden,ꢀthisꢀstudyꢀconsidersꢀ
bothꢀ costsꢀ ofꢀ andꢀ benefitsꢀ (i.e.,ꢀ costꢀ avoidance)ꢀ derivedꢀ fromꢀ providingꢀ DMEꢀ toꢀ Medicareꢀ
beneficiaries.ꢀLookingꢀatꢀthreeꢀmajorꢀcategoriesꢀofꢀDMEꢀ[mobilityꢀequipment,ꢀoxygenꢀ[O2]ꢀandꢀ
continuousꢀpositiveꢀairwayꢀpressureꢀ[CPAP],ꢀtheꢀstudyꢀidentifiesꢀcostꢀavoidanceꢀthatꢀresultsꢀfromꢀ
providingꢀequipmentꢀandꢀcomparesꢀthatꢀsavingsꢀtoꢀtheꢀdirectꢀcostꢀofꢀprovidingꢀtheꢀequipment.ꢀ
Whileꢀ focusingꢀ onꢀ costsꢀ borneꢀ directlyꢀ byꢀ Medicare,ꢀ theꢀ studyꢀ alsoꢀ considersꢀ spendingꢀ byꢀ
Medicareꢀbeneficiariesꢀandꢀtheirꢀprivateꢀinsurers,ꢀwhichꢀwhenꢀcombinedꢀwithꢀMedicareꢀspendingꢀ
constitutesꢀtheꢀdirectꢀexpenseꢀorꢀcostꢀsavingsꢀtoꢀtheꢀoverallꢀU.S.ꢀhealthcareꢀsystem.ꢀ
ꢀ
Theꢀoriginalꢀ studyꢀ showedꢀ thatꢀ DMEꢀdramaticallyꢀ reducesꢀ theꢀ impactꢀ ofꢀ injuriesꢀ andꢀotherꢀ
seriousꢀmedicalꢀconditionsꢀthatꢀwouldꢀresultꢀ ifꢀtheꢀDMEꢀwasꢀnotꢀprovided.ꢀThisꢀreducesꢀtheꢀ
amountꢀMedicareꢀwouldꢀotherwiseꢀhaveꢀtoꢀpayꢀtoꢀtreatꢀthoseꢀconditionsꢀinꢀamountsꢀthatꢀareꢀ
ordersꢀofꢀmagnitudeꢀlargerꢀthanꢀtheꢀcostꢀsavingsꢀthatꢀCMSꢀisꢀchasing.ꢀTheꢀupdatesꢀtoꢀtheꢀstudyꢀ
revealꢀthatꢀthisꢀgapꢀcontinuesꢀtoꢀgrow.ꢀThisꢀupdateꢀshowsꢀthatꢀeveryꢀdollarꢀMedicareꢀhasꢀparedꢀ
fromꢀ DMEꢀ spendingꢀ canꢀ beꢀ reinvestedꢀ toꢀ createꢀ fromꢀ $11ꢀ toꢀ $29ꢀ inꢀ reducedꢀ treatmentꢀ
payments.ꢀ
ꢀꢀ
Fallsꢀcontinueꢀtoꢀbeꢀtheꢀleadingꢀcauseꢀofꢀfatalꢀandꢀnon-fatalꢀinjuriesꢀinꢀtheꢀUnitedꢀStatesꢀamongꢀ
adultsꢀ agedꢀ 65ꢀ yearsꢀ andꢀ over.9ꢀ ꢀWhenꢀ Medicareꢀ paysꢀ forꢀ theꢀ mobilityꢀ DMEꢀ toꢀ Medicareꢀ
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beneficiaries,ꢀ fallsꢀ areꢀ reducedꢀ andꢀMedicareꢀ paymentsꢀ forꢀ fall-relatedꢀ treatmentsꢀ drop.ꢀ Fallꢀ
avoidanceꢀleadsꢀdirectlyꢀtoꢀcostꢀavoidance.ꢀWhenꢀaꢀfallꢀisꢀavoided,ꢀdirectꢀMedicareꢀpaymentsꢀforꢀ
doctorꢀvisits,ꢀemergencyꢀroomꢀvisits,ꢀhospitalꢀstays,ꢀambulanceꢀtransport,ꢀrehabilitationꢀandꢀlongꢀ
termꢀcareꢀareꢀavoided.ꢀTheꢀupdatedꢀstudyꢀshowsꢀthat:ꢀ
ꢀ

• Forꢀ everyꢀ dollarꢀ thatꢀ Medicareꢀ currentlyꢀ spendsꢀ providingꢀ mobilityꢀ DME,ꢀ Medicareꢀ
actuallyꢀavoidsꢀpayingꢀanꢀadditionalꢀ$29.00ꢀoverꢀaꢀfive-yearꢀequipmentꢀlifeꢀperiodꢀforꢀ
fall-relatedꢀemergencyꢀroomꢀvisits,ꢀhospitalꢀstays,ꢀdoctorꢀvisitsꢀandꢀoutpatientꢀcareꢀthatꢀ
wouldꢀresultꢀwithoutꢀthatꢀequipment.ꢀꢀThisꢀnumberꢀisꢀupꢀdramaticallyꢀfromꢀtheꢀoriginalꢀ
studyꢀandꢀhasꢀbeenꢀdrivenꢀbyꢀsignificantꢀreductionsꢀinꢀMedicareꢀspendingꢀunderꢀDMEPOSꢀ
forꢀpowerꢀchairs,ꢀmanualꢀwheelchairs,ꢀwalkersꢀandꢀotherꢀmobilityꢀDME.ꢀ

• Theꢀbreakevenꢀperiodꢀbasedꢀonꢀtheꢀfirstꢀyear’sꢀreturnꢀaloneꢀisꢀ61ꢀdays.ꢀ
• EveryꢀdollarꢀthatꢀMedicareꢀnowꢀspendsꢀprovidingꢀmobilityꢀDMEꢀresultsꢀinꢀanꢀadditionalꢀ

minimumꢀout-of-pocketꢀcostꢀsavingsꢀtoꢀMedicareꢀbeneficiariesꢀoverꢀfiveꢀyearsꢀofꢀ$5.80,ꢀ
forꢀaꢀcumulativeꢀfive-yearꢀcostꢀpaymentꢀsavingsꢀofꢀ$34.80.ꢀ

• Directꢀcostsꢀdoꢀnotꢀaccountꢀforꢀtheꢀlong-termꢀimpactꢀofꢀtheseꢀinjuries,ꢀsuchꢀasꢀdisability,ꢀ
dependenceꢀonꢀothers,ꢀlostꢀtimeꢀfromꢀworkꢀandꢀhouseholdꢀduties,ꢀandꢀreducedꢀqualityꢀ
ofꢀ life.ꢀTheseꢀ indirectꢀcostsꢀaddꢀsubstantiallyꢀ toꢀtheꢀoverallꢀcostꢀofꢀ falls,ꢀbringingꢀtheꢀ
totalꢀdirectꢀandꢀindirectꢀsavingsꢀtoꢀtheꢀU.S.ꢀhealthcareꢀsystemꢀtoꢀ$41.67ꢀoverꢀaꢀfive-yearꢀ
equipmentꢀlifeꢀperiod.ꢀ

ꢀ
COPDꢀremainsꢀtheꢀ2ndꢀleadingꢀcauseꢀofꢀdisabilityꢀandꢀtheꢀ3rdꢀleadingꢀcauseꢀofꢀdeathꢀinꢀtheꢀUnitedꢀ
States.10ꢀSupplementalꢀoxygenꢀtherapyꢀisꢀusedꢀtoꢀtreatꢀindividualsꢀwhoꢀhaveꢀdifficultyꢀbreathingꢀ
asꢀaꢀresultꢀofꢀCOPD.ꢀWhenꢀMedicareꢀpaysꢀforꢀsupplementalꢀoxygenꢀtherapy,ꢀMedicareꢀpaymentsꢀ
toꢀtreatꢀmedicalꢀcomplicationsꢀcreatedꢀbyꢀCOPDꢀdropꢀdramaticallyꢀandꢀsignificantꢀnetꢀsavingsꢀareꢀ
realized.ꢀTheꢀstudyꢀshowsꢀthat:ꢀ
ꢀ

• ForꢀeveryꢀdollarꢀthatꢀMedicareꢀpaysꢀtoꢀprovideꢀsupplementalꢀoxygenꢀtherapy,ꢀMedicareꢀ
avoidsꢀ payingꢀ $14.30ꢀ forꢀ treatmentꢀ ofꢀ COPD-causedꢀ medicalꢀ complicationsꢀ andꢀ
comorbiditiesꢀinꢀoneꢀyearꢀthatꢀwouldꢀresultꢀifꢀtheꢀoxygenꢀtherapyꢀwasꢀnotꢀprovided.ꢀꢀꢀ

• Theꢀbreakevenꢀperiodꢀforꢀthisꢀreturnꢀisꢀ26ꢀdays.ꢀ
• EveryꢀdollarꢀthatꢀMedicareꢀnowꢀpaysꢀtoꢀprovideꢀsupplementalꢀoxygenꢀtherapyꢀresultsꢀ

inꢀanꢀadditionalꢀminimumꢀout-of-pocketꢀcostꢀsavingsꢀtoꢀMedicareꢀbeneficiariesꢀinꢀtheꢀ
firstꢀyearꢀofꢀ$2.64ꢀforꢀaꢀcumulativeꢀcostꢀone-yearꢀpaymentꢀsavingsꢀofꢀbetweenꢀ$16.94.ꢀꢀ

• Directꢀ costsꢀ doꢀ notꢀ accountꢀ forꢀ theꢀ long-termꢀ impactꢀ ofꢀ COPD-causedꢀ medicalꢀ
complicationsꢀandꢀcomorbidities,ꢀsuchꢀasꢀtheꢀvalueꢀofꢀ lostꢀwages;ꢀ laborꢀproductivity;ꢀ
morbidity;ꢀandꢀmortality.ꢀTheseꢀindirectꢀcostsꢀaddꢀsubstantiallyꢀtoꢀtheꢀoverallꢀcostꢀofꢀ
treatingꢀ COPD,ꢀ bringingꢀ theꢀ totalꢀ annualꢀ directꢀ andꢀ indirectꢀ savingsꢀ toꢀ theꢀ U.S.ꢀ
healthcareꢀsystemꢀtoꢀ$23.72.ꢀ
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ꢀ
Obstructiveꢀ Sleepꢀ Apneaꢀ (OSA)ꢀ occursꢀ inꢀ aꢀ majorityꢀ ofꢀ menꢀ andꢀ womenꢀ overꢀ 65.11ꢀ ꢀ ꢀMoreꢀ
importantly,ꢀOSAꢀ isꢀaꢀ contributingꢀ factorꢀ inꢀaꢀ rangeꢀofꢀmedicalꢀ conditions,ꢀ includingꢀcoronaryꢀ
arteryꢀdisease;ꢀcongestiveꢀheartꢀfailure;ꢀatrialꢀfibrillation;ꢀstroke;ꢀhypertension;ꢀdiabetes;ꢀasthma;ꢀ
insomnia;ꢀ andꢀ certainꢀmentalꢀ healthꢀ conditions.ꢀ Continuousꢀ positiveꢀ airwayꢀ pressureꢀ (CPAP)ꢀ
therapyꢀisꢀusedꢀtoꢀtreatꢀindividualsꢀwhoꢀhaveꢀbreathingꢀinterruptionsꢀandꢀsleepꢀdisruptionsꢀasꢀaꢀ
resultꢀofꢀOSA.ꢀꢀCPAPꢀtherapyꢀhasꢀbeenꢀshownꢀtoꢀsignificantlyꢀdecreaseꢀtheꢀmedicalꢀcostsꢀrelatedꢀ
toꢀ theꢀ rangeꢀofꢀmedicalꢀ conditionsꢀ toꢀwhichꢀOSAꢀcontributes.ꢀWhenꢀMedicareꢀpaysꢀ forꢀCPAPꢀ
therapy,ꢀ theꢀ costꢀ ofꢀ treatingꢀ thisꢀ myriadꢀ ofꢀ medicalꢀ complicationsꢀ dropsꢀ dramaticallyꢀ andꢀ
significantꢀnetꢀspendingꢀreductionsꢀareꢀrealized.ꢀTheꢀstudyꢀshowsꢀthat:ꢀ
ꢀ

• ForꢀeveryꢀdollarꢀthatꢀMedicareꢀpaysꢀtoꢀprovideꢀCPAPꢀtherapy,ꢀMedicareꢀavoidsꢀspendingꢀ
aꢀminimumꢀofꢀ$11.38ꢀforꢀtreatmentꢀofꢀOSA-causedꢀmedicalꢀcomplicationsꢀinꢀoneꢀyearꢀ
thatꢀwouldꢀresultꢀifꢀtheꢀCPAPꢀtherapyꢀwasꢀnotꢀprovided.ꢀꢀ

• Theꢀbreakevenꢀperiodꢀforꢀthisꢀreturnꢀisꢀ33ꢀdays.ꢀ
• EveryꢀdollarꢀthatꢀMedicareꢀnowꢀpaysꢀtoꢀprovideꢀCPAPꢀtherapyꢀresultsꢀinꢀanꢀadditionalꢀ

minimumꢀout-of-pocketꢀcostꢀsavingsꢀtoꢀMedicareꢀbeneficiariesꢀinꢀtheꢀfirstꢀyearꢀofꢀ$0.86,ꢀ
forꢀaꢀcumulativeꢀcostꢀone-yearꢀpaymentꢀsavingsꢀofꢀ$12.25.ꢀꢀ

• Directꢀcostsꢀdoꢀnotꢀaccountꢀforꢀtheꢀlong-termꢀimpactꢀofꢀtreatingꢀOSA-causedꢀmedicalꢀ
complications,ꢀ suchꢀ asꢀ theꢀ valueꢀ lostꢀ fromꢀ motorꢀ vehicleꢀ accidents,ꢀ workplaceꢀ
accidents,ꢀ laborꢀ productivityꢀ andꢀ reducedꢀ qualityꢀ ofꢀ life.ꢀ Theseꢀ indirectꢀ costsꢀ addꢀ
substantiallyꢀtoꢀtheꢀoverallꢀcostꢀofꢀtreatingꢀOSA,ꢀbringingꢀtheꢀtotalꢀannualꢀdirectꢀandꢀ
indirectꢀsavingsꢀtoꢀtheꢀU.S.ꢀhealthcareꢀsystemꢀtoꢀ$24.48.ꢀ
ꢀ
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ꢀ

ꢀ
ꢀ

ꢀ
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ꢀ
AnꢀImportantꢀNoteꢀonꢀAccess.ꢀ
AꢀkeyꢀpremiseꢀofꢀanyꢀcallꢀforꢀCMSꢀtoꢀincreaseꢀspendingꢀonꢀDMEꢀisꢀthatꢀCMSꢀisꢀinꢀaꢀgoodꢀpositionꢀ
toꢀshiftꢀitsꢀfocusꢀfromꢀcostꢀcuttingꢀtoꢀwasteꢀcutting.ꢀAꢀsolidꢀindicatorꢀthatꢀtheꢀtimingꢀisꢀrightꢀforꢀ
suchꢀaꢀshiftꢀisꢀtheꢀsubstantialꢀdeclineꢀinꢀbeneficiaryꢀaccessꢀtoꢀDMEꢀthatꢀoccurredꢀwhileꢀtheꢀoverallꢀ
Medicareꢀpopulationꢀconcurrentlyꢀgrew.ꢀHavingꢀalreadyꢀaddressedꢀmajorꢀfraudꢀproblemsꢀinꢀtheꢀ
systemꢀinꢀtheꢀearlyꢀyearsꢀofꢀcompetitiveꢀbidding12,ꢀaꢀcontinuedꢀdeclineꢀinꢀbeneficiaryꢀcountsꢀforꢀ
keyꢀDMEꢀproductsꢀwouldꢀstronglyꢀsuggestꢀthatꢀaccessꢀtoꢀDMEꢀisꢀbeingꢀsomehowꢀrestricted.ꢀWeꢀ
knowꢀthatꢀtheꢀunderlyingꢀcausesꢀofꢀtreatmentꢀneedsꢀhaveꢀnotꢀsuddenlyꢀdisappeared:ꢀpeopleꢀwhoꢀ
smokedꢀforꢀyearsꢀdidn'tꢀ instantlyꢀrecover;ꢀbeneficiariesꢀdidn'tꢀsuddenlyꢀstopꢀfalling;ꢀandꢀwhileꢀ
CPAPꢀ machinesꢀ mayꢀ haveꢀ becomeꢀ moreꢀ available,ꢀ theꢀ greatꢀ undiagnosedꢀ populationꢀ (stillꢀ
projectedꢀtoꢀbeꢀrunningꢀinꢀtheꢀ80%ꢀrange)ꢀcontinuedꢀtoꢀsufferꢀfromꢀOSAꢀcomorbiditiesꢀevenꢀifꢀnotꢀ
yetꢀdiagnosedꢀwithꢀOSA.ꢀToꢀtheꢀcontrary,ꢀallꢀtheseꢀproblemsꢀhaveꢀpersistedꢀwhileꢀaccessꢀtoꢀtheꢀ
properꢀDMEꢀhasꢀdropped.ꢀ
ꢀ
ToꢀunderstandꢀaccessꢀtoꢀandꢀavailabilityꢀofꢀDME,ꢀweꢀconductedꢀaꢀreviewꢀofꢀbeneficiaryꢀdataꢀforꢀ
keyꢀ competitiveꢀ biddingꢀ areasꢀ (weꢀ choseꢀ theꢀ originalꢀ nineꢀ CBAs,ꢀ whereꢀ theꢀ mostꢀ dataꢀ wasꢀ
available)ꢀandꢀComparatorꢀareasꢀ(weꢀchoseꢀtheꢀnineꢀComparatorꢀareasꢀpairedꢀwithꢀtheꢀoriginalꢀ
CBAs)ꢀ fromꢀ 2008ꢀ throughꢀ 2013ꢀ (theꢀ rangeꢀ ofꢀ yearsꢀ forꢀ whichꢀ CBAꢀ andꢀ Comparatorꢀ dataꢀ isꢀ
available).13ꢀDuringꢀthisꢀperiod,ꢀMedicareꢀpopulationꢀconsistentlyꢀrose:ꢀ
ꢀ

• 2008-2013ꢀ-ꢀupꢀ14.1%ꢀ
• 2010-2013ꢀ-ꢀupꢀ10.3%ꢀ
• 2011-2013ꢀ-ꢀupꢀ7.2%ꢀ

WhileꢀtheꢀnumberꢀofꢀMedicareꢀbeneficiariesꢀrose,ꢀutilizationꢀandꢀaccessꢀdropped.ꢀ
ꢀ
BeneficiaryꢀdataꢀwasꢀavailableꢀinꢀtheꢀCBAsꢀfromꢀ2008-2013ꢀforꢀwalkersꢀ(HCPCSꢀCodeꢀE0143)ꢀꢀ

• beneficiaryꢀcountꢀwentꢀdownꢀ29.7%.ꢀ

BeneficiaryꢀdataꢀwasꢀavailableꢀinꢀtheꢀCBAsꢀfromꢀ2011-2013ꢀ(theyꢀwereꢀnotꢀoriginallyꢀincludedꢀinꢀ
theꢀprogram)ꢀforꢀwheelchairsꢀ(K0001ꢀandꢀK0003ꢀcombined)ꢀ

• beneficiaryꢀcountꢀwentꢀdownꢀ16.2%.ꢀ

BeneficiaryꢀdataꢀwasꢀavailableꢀinꢀtheꢀCBAsꢀfromꢀ2008-2013ꢀforꢀoxygenꢀequipmentꢀ(ClassꢀAꢀandꢀCꢀ
combined)ꢀ

• beneficiaryꢀcountꢀwentꢀdownꢀ31.3%.ꢀ

BeneficiaryꢀdataꢀwasꢀavailableꢀinꢀComparatorꢀareasꢀfromꢀ2010-2013:ꢀ
• forꢀwalkersꢀ-ꢀbeneficiaryꢀcountꢀwentꢀdownꢀ20.5%ꢀ
• forꢀcombinedꢀwheelchairsꢀ-ꢀbeneficiaryꢀcountꢀwentꢀdownꢀ9.1%ꢀ
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ꢀ

• forꢀcombinedꢀoxygenꢀequipmentꢀ-ꢀbeneficiaryꢀcountꢀwentꢀdownꢀ18.5%ꢀ

InꢀallꢀinstancesꢀforꢀCBAsꢀandꢀComparatorꢀareas,ꢀallowedꢀunitsꢀalsoꢀwentꢀdown,ꢀinꢀmostꢀcasesꢀinꢀ
veryꢀsimilarꢀamounts.ꢀ
ꢀ
AccordingꢀtoꢀtheꢀGAOꢀ2ndꢀYearꢀupdateꢀonꢀcompetitiveꢀbidding14,ꢀinitialꢀutilizationꢀdropsꢀmayꢀhaveꢀ
beenꢀdueꢀinꢀsomeꢀpartꢀtoꢀweedingꢀoutꢀfraud,ꢀbutꢀbyꢀthatꢀtimeꢀCMSꢀhadꢀalreadyꢀputꢀinꢀplaceꢀaꢀ
numberꢀofꢀpoliciesꢀthatꢀattackedꢀfraud.ꢀItꢀseemsꢀveryꢀplausibleꢀtoꢀconcludeꢀthatꢀcontinuedꢀdropsꢀ
inꢀutilizationꢀwereꢀnotꢀdueꢀtoꢀfraudꢀreductionꢀbutꢀtoꢀdiminishedꢀaccess.ꢀWeꢀareꢀlookingꢀatꢀnetꢀ25-
40%ꢀ deltasꢀ fromꢀ 2010-2013ꢀ (+10%ꢀ beneficiaryꢀ populationꢀ andꢀ -15-30%ꢀ beneficiaryꢀ countsꢀ inꢀ
variousꢀcategories).ꢀItꢀisꢀsimplyꢀnotꢀreasonableꢀtoꢀargueꢀthatꢀdisparitiesꢀofꢀthisꢀmagnitudeꢀwereꢀ
attributableꢀtoꢀongoingꢀfraudꢀreductions.ꢀꢀ
ꢀ
CPAPꢀisꢀtheꢀonlyꢀoutlierꢀbutꢀthisꢀisꢀeasilyꢀandꢀplausiblyꢀexplained.ꢀAwarenessꢀofꢀsleepꢀapneaꢀgrewꢀ
dramaticallyꢀduringꢀtheꢀperiodꢀinꢀquestion.ꢀMedicareꢀstartedꢀpayingꢀforꢀhomeꢀstudiesꢀinꢀ200815,ꢀ
whichꢀhelpedꢀspurꢀaꢀspikeꢀinꢀdiagnoses.ꢀSleepꢀclinicsꢀgrewꢀinꢀnumberꢀfromꢀ2280ꢀtoꢀ2800ꢀfromꢀ
2010-2015,ꢀupꢀ22.8%16.ꢀThisꢀledꢀtoꢀincreasedꢀdiagnoses,ꢀwhichꢀwouldꢀaccountꢀforꢀaꢀsubstantialꢀ
portionꢀofꢀtheꢀincreasesꢀinꢀbeneficiaryꢀcounts.ꢀItꢀallꢀmakesꢀlogicalꢀsense.ꢀ
ꢀ
CPAPꢀmachinesꢀ(E0601)ꢀwentꢀup:ꢀ
ꢀ
InꢀCBAs:ꢀ
ꢀ

• fromꢀ2008-2013,ꢀbeneficiaryꢀcountꢀwentꢀupꢀ24.1%ꢀ

InꢀComparatorꢀareas:ꢀ
ꢀ

• fromꢀ2010-2013,ꢀbeneficiaryꢀcountꢀwentꢀupꢀ15.9%ꢀ

Allowedꢀunitsꢀwereꢀalsoꢀupꢀinꢀallꢀareas.ꢀ
ꢀ
Introduction.ꢀ ꢀ TheꢀCMSꢀhaveꢀhistoricallyꢀbeenꢀpressuredꢀ toꢀ cutꢀ theꢀ costꢀofꢀprovidingꢀdurableꢀ
medicalꢀ equipmentꢀ (DME)ꢀ toꢀ Medicareꢀ beneficiaries.ꢀ Theꢀ Governmentꢀ Accountabilityꢀ Officeꢀ
(GAO)ꢀandꢀHHS’sꢀOfficeꢀofꢀInspectorꢀGeneralꢀ(OIG)ꢀhaveꢀregularlyꢀappliedꢀpressureꢀonꢀCMSꢀforꢀ
decadesꢀtoꢀmanageꢀreimbursementsꢀandꢀlowerꢀoverallꢀcosts.ꢀAꢀdrivingꢀforceꢀbehindꢀtheꢀpushꢀbyꢀ
theꢀGAOꢀandꢀtheꢀOIGꢀhasꢀbeenꢀtheꢀreductionꢀandꢀeliminationꢀofꢀfraudulentꢀclaims.ꢀWhenꢀHHSꢀ
andꢀGAOꢀrecommendꢀaꢀcostꢀreductionꢀ initiativeꢀorꢀaꢀnewꢀcostꢀsavingsꢀprogram,ꢀtheyꢀtypicallyꢀ
promoteꢀtheꢀcostꢀsavingsꢀthatꢀwillꢀbeꢀrealizedꢀbyꢀMedicareꢀbeneficiaries,ꢀrationalizingꢀthatꢀtheirꢀ
20%ꢀco-paysꢀwillꢀbeꢀreducedꢀasꢀpartꢀofꢀtheꢀinitiative.17ꢀWithꢀtheꢀcontinualꢀfocusꢀonꢀtheꢀcostꢀofꢀ
providingꢀessentialꢀDMEꢀtoꢀthoseꢀinꢀneedꢀandꢀatꢀriskꢀinꢀtheꢀMedicareꢀpopulation,ꢀtheꢀvalueꢀofꢀ
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ꢀ

providingꢀDMEꢀandꢀtheꢀcostꢀbenefitꢀthatꢀresultsꢀhasꢀbeenꢀgenerallyꢀoverlooked,ꢀignoredꢀorꢀnotꢀ
adequatelyꢀconsidered.ꢀ
ꢀ
ThisꢀstudyꢀanalyzedꢀthreeꢀareasꢀofꢀDMEꢀthatꢀconstituteꢀaꢀsignificantꢀportionꢀofꢀMedicareꢀspendingꢀ
inꢀthisꢀoverallꢀcategoryꢀ–ꢀmobilityꢀequipmentꢀ(e.g.,ꢀwheelchairs,ꢀwalkers,ꢀpowerꢀchairs,ꢀtransferꢀ
benches,ꢀ crutches);ꢀ oxygenꢀ [O2]ꢀ therapy;ꢀ andꢀ continuousꢀ positiveꢀ airwayꢀ pressureꢀ [CPAP]ꢀ
therapy.ꢀForꢀeachꢀarea,ꢀaꢀmodelꢀwasꢀdevelopedꢀ toꢀanalyzeꢀannualꢀMedicareꢀ spendingꢀandꢀ toꢀ
projectꢀ theꢀ annualꢀ spendingꢀ savingsꢀ benefitꢀ thatꢀ resultsꢀ fromꢀ providingꢀ equipmentꢀ andꢀ
supplies.18ꢀThisꢀsavingsꢀalsoꢀappliesꢀtoꢀanyꢀfutureꢀinvestmentsꢀtoꢀprovideꢀmoreꢀDMEꢀequipmentꢀ
toꢀthoseꢀMedicareꢀbeneficiariesꢀatꢀriskꢀinꢀtheꢀanalyzedꢀareas.ꢀ
ꢀ
Inꢀ thisꢀ updateꢀofꢀ theꢀ study,ꢀ effortsꢀ haveꢀbeenꢀmadeꢀ toꢀ simplifyꢀ theꢀ calculationsꢀofꢀMedicareꢀ
treatmentꢀspendingꢀandꢀtoꢀrelyꢀonꢀtheꢀmostꢀrecentꢀandꢀaccurateꢀdataꢀavailable.ꢀTheꢀmostꢀrecent,ꢀ
accurateꢀdataꢀhasꢀbeenꢀadjustedꢀbyꢀcost-of-livingꢀandꢀMedicareꢀpopulationꢀsizeꢀchangesꢀtoꢀ2016ꢀ
levels.ꢀꢀ

ꢀ
MobilityꢀEquipmentꢀ
Overview.ꢀꢀWhenꢀaꢀMedicareꢀbeneficiaryꢀfalls,ꢀaꢀresultingꢀchainꢀofꢀeventsꢀisꢀtriggered.ꢀThisꢀchainꢀ
canꢀ includeꢀ numerousꢀ linksꢀ whichꢀ areꢀ bothꢀ (a)ꢀ medicalꢀ treatmentꢀ eventsꢀ andꢀ (b)ꢀ Medicareꢀ
spendingꢀevents.ꢀꢀApproximatelyꢀ28%ꢀofꢀallꢀMedicareꢀbeneficiariesꢀfallꢀatꢀleastꢀonceꢀeachꢀyear19,ꢀ
resultingꢀ inꢀ 7.5ꢀ millionꢀ annualꢀ falls.20ꢀ 40%ꢀ ofꢀ thoseꢀ fallsꢀ resultꢀ inꢀ seriousꢀ injuriesꢀ requiringꢀ
treatmentꢀ inꢀ anꢀ emergencyꢀ roomꢀ [ER]21.ꢀ ERꢀ visitsꢀ forꢀ fallsꢀ byꢀMedicareꢀ beneficiariesꢀ inꢀ 2016ꢀ
exceededꢀ3,000,000.22ꢀMedicareꢀpaysꢀforꢀtheseꢀtreatments.ꢀꢀꢀ
ꢀ
Overꢀ 25%ꢀ ofꢀ thoseꢀwhoꢀ visitꢀ theꢀ ERꢀ forꢀ aꢀ fallꢀ areꢀ admittedꢀ forꢀ aꢀ hospitalꢀ stay.23ꢀ Afterꢀ aꢀ setꢀ
deductible,ꢀMedicareꢀpaysꢀforꢀtheseꢀstays.ꢀAꢀsignificantꢀportionꢀofꢀthoseꢀpatientsꢀareꢀtransportedꢀ
toꢀtheꢀER/hospitalꢀbyꢀaꢀMedicare-fundedꢀambulance.ꢀMedicareꢀpaysꢀtheꢀbulkꢀofꢀthisꢀcost.ꢀAlmostꢀ
halfꢀ (45.8%)ꢀofꢀ fallꢀ injuriesꢀ forꢀ adultsꢀ65ꢀandꢀoverꢀ resultꢀ inꢀaꢀdoctorꢀ visitꢀorꢀ visitꢀ toꢀaꢀ clinic.24ꢀ
Medicareꢀpaysꢀforꢀtheseꢀvisits.ꢀ
ꢀ
Theꢀmajorityꢀofꢀadultsꢀ65ꢀandꢀoverꢀadmittedꢀtoꢀaꢀhospitalꢀasꢀtheꢀresultꢀofꢀaꢀfallꢀareꢀdischargedꢀtoꢀ
aꢀrehabilitationꢀfacilityꢀorꢀskilledꢀnursingꢀfacilityꢀforꢀrecoveryꢀandꢀtransportedꢀthereꢀbyꢀMedicare-
fundedꢀ ambulance.ꢀ Medicareꢀ paysꢀ forꢀ aꢀ portionꢀ ofꢀ thatꢀ rehab.ꢀ Approximatelyꢀ oneꢀ inꢀ fiveꢀ
Medicareꢀbeneficiariesꢀhospitalizedꢀforꢀaꢀfallꢀrequiresꢀaꢀlongerꢀstayꢀtoꢀrecoverꢀfromꢀtheꢀfallꢀinjuriesꢀ
andꢀbeꢀableꢀtoꢀreturnꢀhome.ꢀꢀMedicareꢀpaysꢀaꢀsubstantialꢀportionꢀofꢀtheꢀextendedꢀstay.ꢀEveryꢀ
stepꢀalongꢀtheꢀpathꢀtoꢀrecovery,ꢀMedicareꢀpays,ꢀthroughꢀPartsꢀAꢀandꢀB,ꢀbutꢀmostlyꢀthroughꢀPartꢀ
A.ꢀꢀ
ꢀꢀ
Discussion.ꢀ ꢀ Numerousꢀ studiesꢀ haveꢀ beenꢀ conductedꢀ overꢀ theꢀ yearsꢀ attemptingꢀ toꢀ assessꢀ
elementsꢀofꢀtheꢀcostꢀmatrixꢀofꢀfallsꢀandꢀtoꢀanalyzeꢀattemptsꢀtoꢀreduceꢀfalls.ꢀWhileꢀthereꢀ isꢀnoꢀ
singleꢀsourceꢀdocumentꢀthatꢀcomprehensivelyꢀlaysꢀoutꢀtheꢀcostꢀanalysisꢀofꢀMedicareꢀfallsꢀandꢀtheꢀ
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impactꢀofꢀDMEꢀonꢀfallꢀcosts,ꢀrecentꢀdataꢀhasꢀimprovedꢀtheꢀcomprehensiveꢀnatureꢀofꢀavailableꢀ
data.ꢀꢀThisꢀstudyꢀseeksꢀtoꢀconstructꢀaꢀmodelꢀthatꢀincorporatesꢀinformationꢀfromꢀaꢀlargeꢀnumberꢀ
ofꢀdisparateꢀdataꢀpoints,ꢀstudies,ꢀsurveysꢀandꢀresearchꢀthatꢀspanꢀoverꢀtwoꢀdecadesꢀintoꢀaꢀusefulꢀ
analyticꢀframework.ꢀ
ꢀ
Allꢀportionsꢀofꢀtheꢀstudyꢀincorporateꢀdataꢀfromꢀaꢀwideꢀvarietyꢀofꢀsources.ꢀOurꢀresearchꢀfocusedꢀ
onꢀidentifyingꢀtheꢀmostꢀreliableꢀdataꢀavailable.ꢀInꢀmanyꢀcases,ꢀtheꢀmostꢀrelevantꢀdataꢀwasꢀnotꢀtheꢀ
mostꢀcurrent.ꢀꢀCommonlyꢀavailableꢀtoolsꢀlikeꢀtheꢀConsumerꢀPriceꢀIndexꢀ[CPI]ꢀ(publishedꢀbyꢀtheꢀ
FederalꢀReserveꢀBankꢀofꢀMinneapolis)25ꢀandꢀCensusꢀBureauꢀpopulationꢀdataꢀandꢀprojectionsꢀwereꢀ
employedꢀ toꢀ adjustꢀ dataꢀ toꢀ aꢀ commonꢀ yearꢀ forꢀ analysis.ꢀ Whenꢀ multipleꢀ dataꢀ sourcesꢀ wereꢀ
available,ꢀweꢀusedꢀallꢀavailableꢀinformationꢀandꢀourꢀbestꢀanalyticalꢀjudgmentꢀtoꢀselectꢀtheꢀdataꢀ
sourceꢀorꢀsourcesꢀtoꢀbeꢀused.ꢀꢀInꢀaꢀfewꢀinstances,ꢀnoꢀidentifiableꢀdataꢀwasꢀuncovered.ꢀInꢀtheseꢀ
instances,ꢀtheꢀauthorꢀhasꢀusedꢀhisꢀbestꢀjudgmentꢀtoꢀselectꢀestimatesꢀexpectedꢀtoꢀconservativelyꢀ
understateꢀoutcomes.ꢀThisꢀapproachꢀisꢀpurposefulꢀandꢀisꢀintendedꢀtoꢀobtainꢀoverallꢀresultsꢀthatꢀ
areꢀsupportableꢀandꢀconservativeꢀinꢀnatureꢀandꢀnotꢀskewedꢀtowardꢀanyꢀparticularꢀconclusion.ꢀ
ꢀ
TheꢀmodelꢀdescribedꢀhereꢀdoesꢀnotꢀattemptꢀtoꢀincorporateꢀeveryꢀcostꢀassociatedꢀwithꢀMedicareꢀ
beneficiaryꢀ falls.ꢀ Suchꢀ aꢀ modelꢀ wouldꢀ beꢀ anꢀ interestingꢀ exerciseꢀ inꢀ frustrationꢀ designedꢀ toꢀ
quantifyꢀcostꢀnumbersꢀtoꢀextremeꢀlevelsꢀnotꢀparticularlyꢀusefulꢀinꢀaddressingꢀtheꢀimportantꢀissuesꢀ
–ꢀdoꢀMedicare’sꢀpaymentsꢀforꢀmobilityꢀDMEꢀmakeꢀsenseꢀfinanciallyꢀandꢀwhatꢀisꢀtheꢀorderꢀofꢀ
magnitudeꢀofꢀanyꢀoverallꢀcostꢀsavingsꢀthatꢀresults?ꢀ
ꢀ
TheꢀmodelꢀincludesꢀkeyꢀdirectꢀcostꢀestimatesꢀforꢀtheꢀmajorꢀMedicareꢀcostꢀelementsꢀofꢀtheꢀfall-
triggeredꢀchainꢀofꢀevents:ꢀemergencyꢀroomꢀvisits;ꢀhospitalꢀadmissions;ꢀdoctorꢀandꢀclinicꢀvisits;ꢀ
andꢀaꢀrangeꢀofꢀoutpatientꢀservicesꢀrequiredꢀbyꢀbeneficiariesꢀtoꢀreacquireꢀtheirꢀmobilityꢀandꢀreturnꢀ
home.ꢀAꢀrecentꢀstudyꢀaddressesꢀthisꢀagglomerationꢀofꢀcostsꢀandꢀMedicareꢀpaymentsꢀandꢀisꢀusedꢀ
asꢀaꢀbasisꢀforꢀcalculatingꢀMedicareꢀfall-relatedꢀtreatmentꢀpayments.26ꢀThisꢀsimplifiesꢀtheꢀmodelꢀ
usedꢀinꢀearlierꢀversionsꢀofꢀtheꢀstudy.ꢀ
ꢀ
Medicareꢀtreatmentꢀpaymentsꢀforꢀfallsꢀareꢀcompliedꢀforꢀtheꢀ5-yearꢀeffectiveꢀlifeꢀofꢀtheꢀDME.ꢀThisꢀ
involvesꢀcalculatingꢀtheꢀnumberꢀofꢀfallsꢀavoidedꢀeachꢀyearꢀforꢀtheꢀ5-yearꢀperiodꢀandꢀtheꢀaverageꢀ
overallꢀpaymentꢀbyꢀMedicareꢀforꢀeachꢀMedicareꢀpatientꢀfall.ꢀToꢀdetermineꢀtheꢀMedicareꢀFallsꢀ
PaymentsꢀAvoided,ꢀtheꢀmodelꢀusesꢀaꢀ60%ꢀfallsꢀreductionꢀratioꢀwhenꢀproperꢀDMEꢀisꢀprovidedꢀandꢀ
anꢀaverageꢀofꢀ1.1falls/year.ꢀTheꢀDMEꢀprovidedꢀisꢀassumedꢀtoꢀhaveꢀaꢀusefulꢀlifeꢀofꢀfiveꢀyearsꢀandꢀ
aꢀfactorꢀofꢀ5%ꢀperꢀyearꢀisꢀincorporatedꢀtoꢀaccountꢀforꢀdecreasedꢀutilizationꢀofꢀequipmentꢀinꢀyearsꢀ
2-5.ꢀ
ꢀ
Afterꢀ determiningꢀ theꢀMedicareꢀ treatmentꢀ paymentsꢀ forꢀ falls,ꢀ theꢀmodelꢀ alsoꢀ considersꢀ fall-
relatedꢀcostsꢀthatꢀwillꢀneedꢀtoꢀbeꢀpaidꢀforꢀbyꢀco-pays,ꢀdeductiblesꢀandꢀnon-coveredꢀexpenses.ꢀ
TheseꢀcostsꢀareꢀtypicallyꢀborneꢀdirectlyꢀbyꢀMedicareꢀbeneficiariesꢀorꢀbyꢀaꢀsecondaryꢀinsurer.ꢀTheyꢀ
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ꢀ

areꢀnoneꢀtheꢀlessꢀrealꢀcostsꢀthatꢀaddꢀtoꢀtheꢀburdenꢀonꢀtheꢀU.S.ꢀhealthcareꢀsystemꢀandꢀareꢀcostsꢀ
thatꢀwouldꢀbeꢀavoidedꢀsimultaneouslyꢀwithꢀanyꢀMedicareꢀpaymentꢀsavingsꢀachieved.ꢀ
ꢀ
TheꢀmodelꢀnextꢀcalculatesꢀannualꢀMedicareꢀspendingꢀandꢀpotentialꢀsavingꢀonꢀDMEꢀequipment.ꢀ
DividingꢀtheꢀtotalꢀsavingꢀonꢀDMEꢀequipmentꢀbyꢀtheꢀMedicareꢀspendingꢀonꢀDMEꢀyieldsꢀaꢀratioꢀofꢀ
Medicareꢀpaymentꢀsavingsꢀperꢀdollarꢀinvestedꢀinꢀmedicalꢀmobilityꢀequipment.ꢀSimplyꢀstated,ꢀthisꢀ
ratioꢀshowsꢀtheꢀnumberꢀofꢀdollarsꢀsavedꢀbyꢀCMSꢀeachꢀtimeꢀitꢀ investsꢀ$1ꢀonꢀprovidingꢀmobilityꢀ
DMEꢀtoꢀMedicareꢀbeneficiariesꢀwhoꢀneedꢀtheꢀequipmentꢀtoꢀavoidꢀfalls.ꢀꢀꢀ
ꢀ
Aꢀsecondꢀratioꢀisꢀcalculatedꢀtoꢀprojectꢀtheꢀoverallꢀhealthcareꢀsystemꢀpaymentꢀsavingsꢀrealizedꢀbyꢀ
everyꢀMedicareꢀ dollarꢀ investedꢀ inꢀmedicalꢀmobilityꢀ equipment.ꢀ Thisꢀ ratioꢀ addsꢀ backꢀ co-pays,ꢀ
deductibles,ꢀpremiumsꢀandꢀotherꢀlong-termꢀcostsꢀforꢀrecoveryꢀthatꢀareꢀnotꢀpaidꢀforꢀbyꢀMedicare.ꢀ
Theseꢀareꢀallꢀreal,ꢀdirectꢀcostsꢀpaidꢀbyꢀMedicareꢀbeneficiariesꢀandꢀtheirꢀinsurers.ꢀ
ꢀ
Mobilityꢀ EquipmentꢀModel.ꢀ ꢀ Theꢀmodelꢀ calculatesꢀ currentꢀ totalꢀMedicareꢀ fallsꢀ paymentsꢀ forꢀ
mobilityꢀequipment.ꢀForꢀ2016,ꢀtheꢀtotalꢀMedicareꢀpaymentsꢀforꢀfallsꢀareꢀprojectedꢀtoꢀbeꢀ$32.9ꢀ
Billion.27ꢀꢀThisꢀtotalꢀcomprisesꢀ$8.9BꢀinꢀERꢀvisitꢀpayments;ꢀ$18.8BꢀinꢀHospitalꢀpayments;ꢀandꢀ$5.2Bꢀ
inꢀdoctor/clinicꢀandꢀotherꢀoutpatientꢀpayments.ꢀ
ꢀ

ꢀ
ꢀ

Forꢀ2016ꢀitꢀisꢀprojectedꢀthat:ꢀꢀ
ꢀ

• theꢀ medicalꢀ mobilityꢀ equipmentꢀ paidꢀ forꢀ byꢀ Medicareꢀ willꢀ resultꢀ inꢀ aꢀ reductionꢀ ofꢀ
approximatelyꢀ1.4ꢀmillionꢀfallsꢀforꢀeachꢀofꢀtheꢀfiveꢀyearsꢀtheꢀDMEꢀisꢀinꢀuse.ꢀꢀ

• MedicareꢀpaymentsꢀforꢀDMEꢀequalꢀ$578.89ꢀMillion.28ꢀ
• MedicareꢀFallsꢀPaymentsꢀAvoidedꢀduringꢀthoseꢀfiveꢀyearsꢀinꢀ2016ꢀdollarsꢀequalꢀ$16.79ꢀ

Billionꢀfromꢀ2016-2020.ꢀꢀꢀ
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ꢀ
ꢀ
ꢀ
ꢀ
Theꢀyearlyꢀsavingsꢀisꢀprojectedꢀas:ꢀ
ꢀ

2016ꢀ $3.47ꢀBillionꢀ
ꢀ2017ꢀ

ꢀ
$3.42ꢀBillionꢀ

ꢀ2018ꢀ $3.36ꢀBillionꢀ
ꢀ2019ꢀ $3.30ꢀBillionꢀ
ꢀ2020ꢀ $3.24ꢀBillionꢀ
ꢀ2016-20ꢀ $16.79ꢀBillionꢀ
ꢀꢀ

Forꢀ 2016,ꢀ theꢀ ratioꢀ ofꢀ Medicareꢀ fallsꢀ paymentsꢀ avoidedꢀ toꢀ Medicareꢀ spendingꢀ onꢀ DMEꢀ isꢀ
calculatedꢀ toꢀ beꢀ 29.00.ꢀ Thisꢀ meansꢀ thatꢀ forꢀ everyꢀ dollarꢀ thatꢀ Medicareꢀ currentlyꢀ spendsꢀ
providingꢀmobilityꢀDMEꢀtoꢀbeneficiariesꢀinꢀneed,ꢀMedicareꢀactuallyꢀavoidsꢀpayingꢀanꢀadditionalꢀ
$29.00ꢀinꢀcurrentꢀdollarsꢀforꢀfall-relatedꢀmedicalꢀtreatmentsꢀoverꢀtheꢀfive-yearꢀequipmentꢀlifeꢀ
period.ꢀꢀꢀ
ꢀ
2016ꢀ savingsꢀ aloneꢀ meanꢀ thatꢀ Medicareꢀ spendingꢀ onꢀ medicalꢀ mobilityꢀ equipmentꢀ canꢀ
essentiallyꢀbeꢀself-fundedꢀinꢀtheꢀfirstꢀ61ꢀdaysꢀofꢀtheꢀyear!ꢀTheꢀbreakevenꢀperiodꢀisꢀcalculatedꢀbyꢀ
dividingꢀ theꢀ firstꢀ year’sꢀ savingsꢀ byꢀ 365ꢀ toꢀ determineꢀ theꢀ dailyꢀ savingꢀ andꢀ thenꢀ dividingꢀ thatꢀ
numberꢀintoꢀtheꢀamountꢀMedicareꢀpaysꢀforꢀtheꢀequipmentꢀinꢀtheꢀfirstꢀyear.ꢀꢀ
ꢀꢀ
Theꢀ ratioꢀofꢀoverallꢀ healthcareꢀ systemꢀpaymentꢀ savingsꢀperꢀMedicareꢀdollarꢀ paidꢀ forꢀmedicalꢀ
mobilityꢀequipmentꢀisꢀcalculatedꢀbyꢀdividingꢀtheꢀvalueꢀofꢀMedicareꢀfallsꢀpaymentsꢀavoidedꢀplusꢀ
addbacksꢀ byꢀ theꢀ totalꢀMedicareꢀ spendingꢀ onꢀDME.ꢀAddbacksꢀ representꢀ co-pays,ꢀ deductibles,ꢀ
premiumsꢀandꢀotherꢀcostsꢀnotꢀcoveredꢀbyꢀMedicareꢀthatꢀareꢀpaidꢀbyꢀMedicareꢀbeneficiariesꢀandꢀ
privateꢀinsurers.ꢀ
ꢀ
Forꢀ2016,ꢀtheꢀratioꢀofꢀoverallꢀhealthcareꢀsystemꢀdollarsꢀsavedꢀperꢀMedicareꢀdollarꢀpaidꢀforꢀmedicalꢀ
mobilityꢀequipmentꢀisꢀ34.80,ꢀanꢀincrementalꢀ5.85ꢀfromꢀtheꢀtotalꢀMedicareꢀcostꢀofꢀfalls.ꢀThisꢀrepresentsꢀ
aꢀdirectꢀcostꢀsavingsꢀtoꢀtheꢀoverallꢀU.S.ꢀhealthcareꢀsystemꢀoverꢀfiveꢀyearsꢀofꢀanꢀadditionalꢀ$5.80,ꢀ
forꢀaꢀtotalꢀfive-yearꢀsavingsꢀofꢀ$34.80ꢀforꢀeveryꢀdollarꢀthatꢀMedicareꢀspendsꢀonꢀmedicalꢀmobilityꢀ
equipment.ꢀ
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ꢀ

ꢀ
Theseꢀ savingsꢀ fromꢀ costꢀ avoidanceꢀ forꢀMedicareꢀ andꢀ theꢀ overallꢀ U.S.ꢀ healthcareꢀ systemꢀ areꢀ
derivedꢀ fromꢀ directꢀ spendingꢀ byꢀ CMS,ꢀ beneficiariesꢀ andꢀ privateꢀ insurers.ꢀ Savingsꢀ inꢀ allꢀ yearsꢀ
subsequentꢀ toꢀ 2016ꢀ takeꢀ intoꢀ accountꢀ projectedꢀ increasesꢀ inꢀ theꢀ Medicareꢀ populationꢀ andꢀ
consumerꢀprices.ꢀꢀ

Toꢀunderstandꢀtheꢀcompleteꢀfinancialꢀimpactꢀofꢀreversingꢀcourseꢀandꢀimplementingꢀanꢀaggressiveꢀ
CMSꢀ spendingꢀ programꢀ onꢀ mobilityꢀ DME,ꢀ oneꢀ needsꢀ toꢀ includeꢀ theꢀ effectꢀ ofꢀ indirectꢀ orꢀ
macroeconomicꢀcostsꢀ(theꢀvalueꢀofꢀdisability,ꢀdependenceꢀonꢀothers,ꢀ lostꢀtimeꢀfromꢀworkꢀandꢀ
householdꢀduties,ꢀlaborꢀproductivityꢀandꢀreducedꢀqualityꢀofꢀlife)ꢀwhenꢀattemptingꢀtoꢀassessꢀtheꢀ
totalꢀ costsꢀofꢀ falls.29ꢀ Theꢀ reportꢀmostꢀ referencedꢀ inꢀ theꢀ literatureꢀonꢀeconomicꢀ costsꢀ forꢀ fallsꢀ
suggestsꢀthatꢀeconomicꢀcostsꢀaddꢀanotherꢀ20%ꢀtoꢀtheꢀoverallꢀcostꢀofꢀfallsꢀforꢀtheꢀ65ꢀandꢀolderꢀageꢀ
group.30ꢀThisꢀresultsꢀinꢀaꢀtotalꢀannualꢀsavingꢀtoꢀtheꢀoverallꢀU.S.ꢀhealthcareꢀsystemꢀofꢀ$41.76.ꢀ

ꢀ

ꢀ
ꢀ
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ItꢀshouldꢀbeꢀnotedꢀthatꢀanyꢀfutureꢀeffortsꢀbyꢀCMSꢀtoꢀcutꢀspendingꢀonꢀDMEꢀthroughꢀexpansionꢀ
ofꢀcompetitiveꢀbiddingꢀorꢀotherꢀmeansꢀwillꢀreduceꢀtheꢀdenominatorꢀinꢀtheꢀsavingsꢀratiosꢀaboveꢀ
andꢀresultꢀinꢀevenꢀmoreꢀopportunityꢀforꢀresponsibleꢀspendingꢀonꢀDME.ꢀ

ꢀ
OxygenꢀTherapyꢀ
Overview.ꢀꢀChronicꢀObstructiveꢀPulmonaryꢀDiseaseꢀ(COPD)ꢀisꢀ2ndꢀleadingꢀcauseꢀofꢀdisabilityꢀandꢀ
theꢀ3rdꢀleadingꢀcauseꢀofꢀdeathꢀinꢀtheꢀUnitedꢀStates.31ꢀCOPDꢀrefersꢀtoꢀtwoꢀchronicꢀlungꢀdiseases,ꢀ
chronicꢀbronchitisꢀandꢀemphysema.ꢀOnlyꢀheartꢀdiseaseꢀandꢀcancerꢀtakeꢀmoreꢀlivesꢀeachꢀyear.ꢀTheꢀ
overallꢀcostꢀofꢀtreatingꢀmedicalꢀcomplicationsꢀcausedꢀbyꢀCOPDꢀinꢀtheꢀU.S.ꢀinꢀ2016ꢀisꢀestimatedꢀatꢀ
overꢀ$89ꢀBillion.32ꢀMedicareꢀpaymentsꢀcompriseꢀapproximatelyꢀ38.4%ꢀofꢀthisꢀtotal,ꢀapproximatelyꢀ
$34.3ꢀBillion.33ꢀ
ꢀ
SupplementalꢀoxygenꢀtherapyꢀhelpsꢀindividualsꢀwhoꢀhaveꢀdifficultyꢀbreathingꢀasꢀaꢀresultꢀofꢀCOPD.ꢀ
OftenꢀquotedꢀresearchꢀestimatesꢀthatꢀprovidingꢀsupplementalꢀoxygenꢀtherapyꢀtoꢀCOPDꢀpatientsꢀ
withꢀchronicꢀhypoxemiaꢀ(lowꢀbloodꢀoxygen)ꢀreducesꢀhospitalꢀstaysꢀbyꢀ45%.34ꢀꢀ
ꢀ
Discussion.ꢀ ꢀTheꢀmodelꢀdescribedꢀhereꢀdoesꢀnotꢀattemptꢀtoꢀ incorporateꢀeveryꢀcostꢀassociatedꢀ
withꢀ treatingꢀ Medicareꢀ beneficiariesꢀ forꢀ COPD.ꢀ ꢀ Itꢀ doesꢀ addressꢀ theꢀ importantꢀ issuesꢀ –ꢀ doꢀ
Medicare’sꢀpaymentsꢀforꢀsupplementalꢀoxygenꢀtherapyꢀmakeꢀsenseꢀfinanciallyꢀandꢀwhatꢀisꢀtheꢀ
orderꢀofꢀmagnitudeꢀofꢀanyꢀoverallꢀcostꢀsavingsꢀthatꢀresults?ꢀ
ꢀ
Theꢀ model,ꢀ whichꢀ isꢀ explainedꢀ andꢀ describedꢀ inꢀ greaterꢀ detailꢀ inꢀ theꢀ Supplementalꢀ Oxygenꢀ
TherapyꢀModelꢀsection,ꢀcalculatesꢀannualꢀtotalꢀMedicareꢀpaymentsꢀforꢀtheꢀtreatingꢀCOPDꢀandꢀ
COPDꢀ exacerbations,ꢀ whichꢀ comprisesꢀ theꢀ paymentsꢀ forꢀ ERꢀ visits,ꢀ hospitalꢀ admissions,ꢀ
doctor/clinicꢀ visits,ꢀ prescriptionꢀ medicationsꢀ andꢀ otherꢀ outpatientꢀ services.ꢀ Theꢀ modelꢀ alsoꢀ
considersꢀ COPDꢀ exacerbationꢀ treatmentꢀ costsꢀ thatꢀ willꢀ needꢀ toꢀ beꢀ paidꢀ forꢀ byꢀ co-pays,ꢀ
deductiblesꢀandꢀnon-coveredꢀexpenses.ꢀTheseꢀcostsꢀareꢀtypicallyꢀborneꢀbyꢀdirectlyꢀbyꢀMedicareꢀ
beneficiariesꢀorꢀbyꢀaꢀsecondaryꢀinsurer.ꢀTheyꢀareꢀnoneꢀtheꢀlessꢀrealꢀcostsꢀthatꢀaddꢀtoꢀtheꢀburdenꢀ
onꢀ theꢀU.S.ꢀ healthcareꢀ systemꢀandꢀ areꢀ costsꢀ thatꢀwouldꢀ beꢀ avoidedꢀ simultaneouslyꢀwithꢀ anyꢀ
Medicareꢀcostꢀsavingsꢀachieved.ꢀ
ꢀ
TheꢀmodelꢀdeterminesꢀtheꢀtotalꢀMedicareꢀpaymentsꢀforꢀCPAPꢀequipmentꢀandꢀsuppliesꢀandꢀthenꢀ
comparesꢀthisꢀcostꢀtoꢀtheꢀannualꢀsavingsꢀinꢀtreatmentsꢀforꢀCOPDꢀandꢀCOPDꢀexacerbationsꢀthatꢀ
resultꢀfromꢀprovidingꢀCPAPꢀequipment,ꢀyieldingꢀaꢀratioꢀofꢀMedicareꢀpaymentꢀsavingsꢀperꢀdollarꢀ
investedꢀ inꢀ oxygenꢀ therapy.ꢀ Simplyꢀ stated,ꢀ thisꢀ ratioꢀ showsꢀ theꢀ numberꢀ ofꢀ dollarsꢀ savedꢀ byꢀ
Medicareꢀeachꢀtimeꢀitꢀinvestsꢀ$1ꢀtoꢀprovideꢀsupplementalꢀoxygenꢀtherapyꢀtoꢀMedicareꢀrecipients.ꢀꢀꢀ
Aꢀ secondꢀ ratioꢀ isꢀ calculatedꢀ byꢀ dividingꢀ theꢀ overallꢀ healthcareꢀ systemꢀ dollarsꢀ savedꢀ byꢀ theꢀ
Medicareꢀdollarsꢀpaidꢀtoꢀprovideꢀsupplementalꢀoxygenꢀtherapy.ꢀThisꢀratioꢀaddsꢀbackꢀtheꢀco-pays,ꢀ
deductiblesꢀandꢀotherꢀdirectꢀcostsꢀpaidꢀbyꢀMedicareꢀbeneficiariesꢀandꢀtheirꢀinsurers.ꢀ
ꢀ
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ꢀ

2016ꢀsavingsꢀmeanꢀthatꢀMedicareꢀspendingꢀonꢀoxygenꢀtherapyꢀcanꢀessentiallyꢀbeꢀself-fundedꢀ
inꢀtheꢀfirstꢀ26ꢀdaysꢀofꢀtheꢀyear.ꢀTheꢀbreakevenꢀperiodꢀisꢀcalculatedꢀbyꢀdividingꢀtheꢀ2016ꢀsavingsꢀ
byꢀ365ꢀtoꢀdetermineꢀtheꢀdailyꢀsavingꢀandꢀthenꢀdividingꢀthatꢀnumberꢀintoꢀtheꢀamountꢀMedicareꢀ
paysꢀforꢀtheꢀequipment.ꢀꢀ
ꢀꢀ
Forꢀ2016ꢀitꢀisꢀprojectedꢀthat:ꢀꢀ

• Totalꢀ Medicareꢀ Paymentsꢀ forꢀ treatingꢀ COPDꢀ andꢀ COPDꢀ exacerbationsꢀ willꢀ beꢀ $34.3ꢀ
Billion.ꢀ ꢀ Thisꢀ totalꢀ comprisesꢀ $6.5Bꢀ inꢀ outpatientꢀ payments;ꢀ $2.0Bꢀ inꢀ ERꢀ payments;ꢀ
$11.4Bꢀinꢀinpatientꢀpayments;ꢀ$11.4Bꢀinꢀprescriptionꢀmedicineꢀpayments;ꢀandꢀ$3.1Bꢀinꢀ
homeꢀhealthcareꢀpayments.ꢀ

• Theꢀtotalꢀannualꢀsavingꢀrealizedꢀfromꢀprovidingꢀsupplementalꢀoxygenꢀtherapyꢀisꢀ$15.4ꢀ
Billion.ꢀ

• Medicareꢀpaymentsꢀforꢀoxygenꢀequipmentꢀandꢀsuppliesꢀequalꢀ$1.08ꢀBillion.ꢀ

ꢀ
ꢀ

Theseꢀ resultsꢀ meanꢀ thatꢀ forꢀ everyꢀ dollarꢀ thatꢀ Medicareꢀ currentlyꢀ spendsꢀ providingꢀ
supplementalꢀoxygenꢀtherapyꢀtoꢀbeneficiariesꢀinꢀneed,ꢀitꢀavoidsꢀpayingꢀanꢀadditionalꢀ$14.30ꢀforꢀ
medicalꢀtreatmentsꢀforꢀCOPDꢀexacerbations.ꢀꢀꢀ
ꢀ
Forꢀ2016,ꢀtheꢀoverallꢀhealthcareꢀsystemꢀpaymentꢀsavingsꢀratioꢀisꢀ16.94.ꢀThisꢀratioꢀaddsꢀbackꢀtheꢀ
co-pays,ꢀdeductiblesꢀandꢀotherꢀdirectꢀcostsꢀpaidꢀbyꢀMedicareꢀbeneficiariesꢀandꢀtheirꢀinsurers.ꢀThisꢀ
representsꢀ anꢀ additionalꢀ costꢀ savingꢀ toꢀ theꢀ overallꢀ U.S.ꢀ healthcareꢀ systemꢀ ofꢀ anꢀ additionalꢀ
$2.64,ꢀ forꢀ aꢀ totalꢀ savingsꢀ ofꢀ $16.94ꢀ forꢀ everyꢀ dollarꢀ thatꢀ Medicareꢀ investsꢀ inꢀ supplementalꢀ
oxygenꢀtherapy.ꢀꢀꢀ
ꢀ
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ꢀ

ꢀ
ꢀ
2016ꢀ savingsꢀ fromꢀ reducingꢀ treatmentꢀ costsꢀ forꢀ COPDꢀ exacerbationsꢀ meanꢀ thatꢀ Medicareꢀ
spendingꢀonꢀsupplementalꢀoxygenꢀtherapyꢀcanꢀessentiallyꢀbeꢀself-fundedꢀinꢀtheꢀfirstꢀ26ꢀdaysꢀofꢀ
theꢀyear.ꢀTheꢀbreakevenꢀperiodꢀisꢀcalculatedꢀbyꢀdividingꢀtheꢀannualꢀsavingsꢀbyꢀ365ꢀtoꢀdetermineꢀ
theꢀdailyꢀsavingꢀandꢀthenꢀdividingꢀthatꢀnumberꢀintoꢀtheꢀannualꢀamountꢀMedicareꢀpaysꢀforꢀoxygenꢀ
therapy.ꢀꢀꢀ
ꢀ
Theseꢀ savingsꢀ fromꢀ costꢀ avoidanceꢀ forꢀMedicareꢀ andꢀ theꢀ overallꢀ U.S.ꢀ healthcareꢀ systemꢀ areꢀ
derivedꢀ fromꢀ directꢀ spendingꢀ byꢀ CMS,ꢀ beneficiariesꢀ andꢀ privateꢀ insurers.ꢀ Toꢀ understandꢀ theꢀ
completeꢀ financialꢀ impactꢀofꢀ reversingꢀcourseꢀandꢀ implementingꢀanꢀaggressiveꢀCMSꢀspendingꢀ
programꢀonꢀoxygenꢀtherapy,ꢀoneꢀneedsꢀtoꢀincludeꢀtheꢀeffectꢀofꢀindirectꢀorꢀmacroeconomicꢀcostsꢀ
(theꢀvalueꢀofꢀlostꢀwages;ꢀlaborꢀproductivity;ꢀmorbidity;ꢀandꢀmortality)ꢀwhenꢀattemptingꢀtoꢀassessꢀ
theꢀ totalꢀ costsꢀofꢀCOPD.ꢀTheseꢀeconomicꢀcostsꢀofꢀCOPD-relatedꢀ treatmentꢀ forꢀ theꢀentireꢀU.S.ꢀ
populationꢀareꢀwide-rangingꢀbutꢀinꢀanyꢀevent,ꢀconstituteꢀaꢀsignificantꢀportionꢀinꢀtheꢀoverallꢀcostꢀ
ofꢀCOPD,ꢀpossiblyꢀinꢀtheꢀrangeꢀofꢀ40%,ꢀtoꢀtreatꢀCOPD.35ꢀThisꢀresultsꢀinꢀaꢀtotalꢀannualꢀsavingꢀtoꢀtheꢀ
overallꢀU.S.ꢀhealthcareꢀsystemꢀofꢀ$23.72.ꢀ

ꢀ

ꢀ
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ꢀ

ꢀ
Finally,ꢀtheꢀoxygenꢀtherapyꢀequipmentꢀprovidedꢀtoꢀMedicareꢀbeneficiariesꢀwillꢀhaveꢀanꢀeffectiveꢀ
lifeꢀ greaterꢀ thanꢀ oneꢀ year.ꢀWhileꢀ noꢀ reliableꢀ dataꢀwasꢀ uncoveredꢀ toꢀ accuratelyꢀ quantifyꢀ thisꢀ
number,ꢀ itꢀ canꢀbeꢀassumedꢀ thatꢀ theꢀcalculationsꢀ inꢀ thisꢀ studyꢀunderstateꢀ toꢀ someꢀextentꢀ theꢀ
overallꢀcostꢀsavingꢀrealizedꢀsinceꢀafterꢀoneꢀyear,ꢀonlyꢀtheꢀcostꢀofꢀsuppliesꢀwillꢀbeꢀincurredꢀforꢀsomeꢀ
beneficiaries.ꢀ
ꢀꢀ
CPAPꢀTherapyꢀ
Overview.ꢀꢀObstructiveꢀSleepꢀApneaꢀ(OSA)ꢀwasꢀfirstꢀdefinedꢀoverꢀfortyꢀyearsꢀago.ꢀInꢀtheꢀdecadesꢀ
thatꢀ followed,ꢀ theꢀhealthcareꢀcostsꢀ relatedꢀ toꢀdiagnosisꢀandꢀ treatmentꢀofꢀbreathingꢀdisordersꢀ
duringꢀsleepꢀhaveꢀgrownꢀdramatically.ꢀEvenꢀtoday,ꢀsomeꢀ80%ꢀofꢀpatientsꢀwithꢀclinicallyꢀsignificantꢀ
andꢀtreatableꢀsleepꢀapneaꢀmayꢀnotꢀyetꢀhaveꢀevenꢀbeenꢀdiagnosed.36ꢀTheꢀportionꢀofꢀOSAꢀpatientsꢀ
whoꢀdoꢀ receiveꢀ treatmentꢀmayꢀ representꢀ theꢀ ‘tipꢀ ofꢀ theꢀ iceberg’ꢀ ofꢀOSAꢀprevalenceꢀ andꢀ theꢀ
understandingꢀofꢀtheꢀtrueꢀcostꢀofꢀOSA.ꢀꢀ
ꢀ
Unlikeꢀmanyꢀotherꢀconditions,ꢀemergencyꢀroomꢀvisits,ꢀhospitalꢀadmissionsꢀandꢀotherꢀsignificantꢀ
medicalꢀcostꢀeventsꢀareꢀtypicallyꢀnotꢀattributedꢀdirectlyꢀtoꢀOSA.ꢀThereꢀare,ꢀhowever,ꢀaꢀwideꢀrangeꢀ
ofꢀseriousꢀillnessesꢀtoꢀwhichꢀOSAꢀisꢀaꢀcontributingꢀfactor.ꢀTheseꢀconditionsꢀincludeꢀcoronaryꢀarteryꢀ
disease,ꢀ congestiveꢀ heartꢀ failure,ꢀ atrialꢀ fibrillation,ꢀ stroke;ꢀ hypertension;ꢀ diabetes;ꢀ asthma;ꢀ
insomnia;ꢀ andꢀmentalꢀ healthꢀ conditions.37ꢀ Patientsꢀwithꢀ theseꢀ conditionsꢀwhoꢀalsoꢀhaveꢀOSAꢀ
incurꢀ dramaticallyꢀ higherꢀ medicalꢀ costs,ꢀ includingꢀ costsꢀ forꢀ emergencyꢀ roomꢀ andꢀ hospitalꢀ
treatments,ꢀdoctorꢀandꢀclinicꢀvisits,ꢀprescriptionꢀdrugsꢀandꢀhomeꢀhealthꢀandꢀnursingꢀhomeꢀcare.38ꢀ
Inꢀ2016,ꢀestimatedꢀ$46.0ꢀBillionꢀwasꢀspentꢀtoꢀtreatꢀOSAꢀandꢀtheꢀmedicalꢀcomplicationsꢀofꢀOSA.39ꢀ
Medicare’sꢀ portionꢀ ofꢀ thoseꢀ paymentsꢀ isꢀ estimatedꢀ toꢀ beꢀ $25.3ꢀ Billion.40ꢀ Theꢀ totalꢀMedicareꢀ
annualꢀpaymentꢀforꢀCPAPꢀtherapyꢀisꢀestimatedꢀtoꢀbeꢀ$892ꢀMillion.41ꢀꢀꢀ
ꢀꢀ
Discussion.ꢀ ꢀTheꢀmodelꢀdescribedꢀhereꢀdoesꢀnotꢀattemptꢀtoꢀ incorporateꢀeveryꢀcostꢀassociatedꢀ
withꢀ treatingꢀ Medicareꢀ beneficiariesꢀ forꢀ OSA.ꢀ Itꢀ doesꢀ addressꢀ theꢀ importantꢀ issuesꢀ –ꢀ doꢀ
Medicare’sꢀpaymentsꢀforꢀsupplementalꢀCPAPꢀtherapyꢀmakeꢀsenseꢀfinanciallyꢀandꢀwhatꢀisꢀtheꢀ
orderꢀofꢀmagnitudeꢀofꢀanyꢀoverallꢀcostꢀsavingsꢀthatꢀresults?ꢀ
ꢀ
Earlierꢀ versionsꢀ ofꢀ theꢀ modelꢀ wereꢀ complexꢀ andꢀ involvedꢀ aꢀ seriesꢀ ofꢀ calculationsꢀ basedꢀ onꢀ
multipleꢀdataꢀsets.ꢀTheꢀrevisedꢀmodelꢀisꢀmuchꢀsimplerꢀandꢀdrawsꢀmuchꢀofꢀitsꢀdataꢀfromꢀaꢀrecentlyꢀ
publishedꢀFrostꢀandꢀSullivanꢀstudyꢀcommissionedꢀbyꢀtheꢀAmericanꢀAcademyꢀforꢀSleepꢀMedicine.42ꢀ
ꢀ
TheꢀmodelꢀalsoꢀconsidersꢀOSAꢀtherapyꢀcostsꢀthatꢀwillꢀneedꢀtoꢀbeꢀpaidꢀforꢀbyꢀco-pays,ꢀdeductiblesꢀ
andꢀ otherꢀ non-coveredꢀ expenses.ꢀ Theseꢀ costsꢀ areꢀ typicallyꢀ borneꢀ directlyꢀ byꢀ Medicareꢀ
beneficiariesꢀorꢀbyꢀaꢀsecondaryꢀinsurer.ꢀTheyꢀareꢀrealꢀcostsꢀthatꢀaddꢀtoꢀtheꢀburdenꢀonꢀtheꢀU.S.ꢀ
healthcareꢀsystemꢀandꢀareꢀcostsꢀthatꢀwouldꢀbeꢀavoidedꢀsimultaneouslyꢀwithꢀanyꢀMedicareꢀcostꢀ
savingsꢀachieved.ꢀ
ꢀ
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CPAPꢀTherapyꢀModel.ꢀ ꢀ Inꢀearlierꢀ versionsꢀofꢀ theꢀ study,ꢀ theꢀmodelꢀ calculatedꢀannualꢀ theꢀ totalꢀ
Medicareꢀ paymentsꢀ forꢀ OSA-relatedꢀ treatment,ꢀ whichꢀ comprisedꢀ theꢀ paymentsꢀ forꢀ hospitalꢀ
admissions,ꢀERꢀvisits,ꢀdoctor/clinicꢀvisits,ꢀprescriptionꢀmedicationsꢀandꢀotherꢀoutpatientꢀservicesꢀ
forꢀtheꢀmajorꢀOSA-triggeredꢀconditions.ꢀSavingsꢀfromꢀprovidingꢀCPAPꢀequipmentꢀwereꢀcalculatedꢀ
byꢀadjustingꢀtheꢀtreatmentꢀcostꢀnumbersꢀbyꢀaꢀcomorbidityꢀfactorꢀforꢀOSA,ꢀaꢀCPAPꢀcostꢀsavingꢀ
factor,ꢀandꢀaꢀCPAPꢀcomplianceꢀfactor.ꢀꢀ
ꢀ
Theꢀmodelꢀ lookedꢀ atꢀ theꢀ numberꢀ ofꢀMedicareꢀ beneficiariesꢀwhoꢀ areꢀ annuallyꢀ admittedꢀ toꢀ aꢀ
hospitalꢀforꢀtheꢀfourꢀconditions,ꢀi.e.,ꢀtheꢀMedicareꢀpopulationꢀthatꢀgeneratesꢀtheꢀbulkꢀofꢀannualꢀ
Medicareꢀ expendituresꢀ whereꢀ OSAꢀ isꢀ aꢀ significantꢀ contributingꢀ factor.ꢀ Toꢀ createꢀ aꢀminimumꢀ
savingsꢀestimateꢀtoꢀMedicareꢀpaymentsꢀratio,ꢀtheꢀmodelꢀassumedꢀthatꢀallꢀhospitalꢀadmissionsꢀ
areꢀbeneficiariesꢀwhoꢀareꢀnotꢀ receivingꢀCPAPꢀ therapyꢀatꢀ theꢀ timeꢀofꢀadmission.ꢀ ꢀWhileꢀ thisꢀ isꢀ
certainlyꢀnotꢀtheꢀcase,ꢀitꢀisꢀaꢀreasonableꢀapproximationꢀthatꢀyieldsꢀaꢀlow-end,ꢀconservativeꢀresult.ꢀ
ꢀꢀ
Sinceꢀtheꢀlastꢀupdate,ꢀaꢀnewꢀstudyꢀhasꢀsurfacedꢀthatꢀprovidesꢀꢀaꢀmoreꢀcomprehensiveꢀmodelꢀthatꢀ
takesꢀintoꢀaccountꢀseveralꢀmoreꢀcomorbiditiesꢀ–ꢀheartꢀdisease;ꢀhypertension;ꢀasthma;ꢀdiabetes;ꢀ
insomnia;ꢀandꢀmentalꢀhealthꢀ issues,ꢀ includingꢀdepressionꢀandꢀanxiety.43ꢀBasedꢀonꢀ thisꢀmodel,ꢀ
$46.0ꢀBillionꢀwasꢀspentꢀtoꢀtreatꢀOSAꢀandꢀtheꢀmedicalꢀcomplicationsꢀofꢀOSAꢀinꢀ2016.44ꢀ
ꢀ
Forꢀ2016,ꢀtheꢀtotalꢀMedicareꢀpaymentsꢀforꢀOSA-relatedꢀdirectꢀcostsꢀwereꢀestimatedꢀtoꢀbeꢀ$25.3ꢀ
BillionꢀandꢀprojectedꢀMedicareꢀpaymentꢀsavingsꢀfromꢀCPAPꢀuseꢀareꢀ$10.2ꢀBillion.ꢀꢀꢀ
ꢀ
AꢀratioꢀforꢀMedicareꢀsavingꢀisꢀcalculatedꢀthatꢀshowsꢀtheꢀnumberꢀofꢀdollarsꢀsavedꢀbyꢀMedicareꢀ
eachꢀ timeꢀ itꢀ paysꢀ $1ꢀ toꢀ provideꢀ CPAPꢀ therapyꢀ toꢀ Medicareꢀ beneficiaries.ꢀ Aꢀ secondꢀ ratioꢀ isꢀ
calculatedꢀ toꢀ projectꢀ toꢀ theꢀoverallꢀ healthcareꢀ systemꢀpaymentꢀ savingsꢀ fromꢀeveryꢀMedicareꢀ
dollarꢀpaidꢀtoꢀprovideꢀCPAPꢀtherapy.ꢀThisꢀratioꢀaddsꢀbackꢀtheꢀco-paysꢀandꢀdeductiblesꢀandꢀotherꢀ
directꢀcostsꢀpaidꢀbyꢀMedicareꢀbeneficiariesꢀandꢀtheirꢀinsurers.ꢀꢀ
ꢀ
Forꢀ2016,ꢀtheꢀMedicareꢀpaymentꢀsavingsꢀratioꢀisꢀ11.38.ꢀTheꢀoverallꢀhealthcareꢀsystemꢀpaymentꢀ
savingsꢀratioꢀisꢀ12.25.ꢀThisꢀratioꢀaddsꢀbackꢀtheꢀco-pays,ꢀdeductiblesꢀandꢀotherꢀdirectꢀcostsꢀpaidꢀbyꢀ
Medicareꢀbeneficiariesꢀandꢀtheirꢀinsurers.ꢀThisꢀrepresentsꢀanꢀannualꢀdirectꢀspendingꢀsavingsꢀtoꢀ
Medicareꢀofꢀ$11.38ꢀforꢀeveryꢀdollarꢀthatꢀMedicareꢀpaysꢀforꢀCPAPꢀtherapy.ꢀTheꢀannualꢀdirectꢀ
costꢀsavingsꢀtoꢀtheꢀoverallꢀU.S.ꢀhealthcareꢀsystemꢀisꢀanꢀadditionalꢀ$0.86,ꢀforꢀaꢀtotalꢀsavingsꢀofꢀ
$12.24ꢀforꢀeveryꢀdollarꢀthatꢀMedicareꢀpaysꢀforꢀCPAPꢀtherapy.ꢀꢀꢀ
ꢀ
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ꢀ
ꢀ
2016ꢀsavingsꢀfromꢀreducingꢀtreatmentꢀcostsꢀforꢀOSAꢀmeanꢀthatꢀMedicareꢀspendingꢀonꢀCPAPꢀ
therapyꢀcanꢀessentiallyꢀbeꢀself-fundedꢀinꢀtheꢀfirstꢀ33ꢀdaysꢀofꢀtheꢀyear.ꢀTheꢀbreakevenꢀperiodꢀisꢀ
calculatedꢀbyꢀdividingꢀtheꢀannualꢀsavingsꢀbyꢀ365ꢀtoꢀdetermineꢀtheꢀdailyꢀsavingꢀandꢀthenꢀdividingꢀ
thatꢀnumberꢀintoꢀtheꢀannualꢀamountꢀMedicareꢀpaysꢀforꢀCPAPꢀtherapy.ꢀꢀꢀ

Theseꢀ savingsꢀ fromꢀ costꢀ avoidanceꢀ forꢀMedicareꢀ andꢀ theꢀ overallꢀ U.S.ꢀ healthcareꢀ systemꢀ areꢀ
derivedꢀ fromꢀ directꢀ spendingꢀ byꢀ CMS,ꢀ beneficiariesꢀ andꢀ privateꢀ insurers.ꢀ Toꢀ understandꢀ theꢀ
completeꢀ financialꢀ impactꢀofꢀ reversingꢀcourseꢀandꢀ implementingꢀanꢀaggressiveꢀCMSꢀspendingꢀ
programꢀonꢀCPAPꢀtherapy,ꢀoneꢀneedsꢀtoꢀincludeꢀtheꢀeffectꢀofꢀindirectꢀorꢀmacroeconomicꢀcostsꢀ
(theꢀvalueꢀlostꢀfromꢀmotorꢀvehicleꢀaccidents,ꢀworkplaceꢀaccidents,ꢀlaborꢀproductivityꢀandꢀreducedꢀ
qualityꢀofꢀlife)ꢀwhenꢀattemptingꢀtoꢀassessꢀtheꢀtotalꢀcostsꢀofꢀOSA.ꢀTheꢀliteratureꢀsuggestsꢀthat,ꢀforꢀ
theꢀentireꢀU.S.ꢀpopulation,ꢀeconomicꢀcostsꢀforꢀOSAꢀmayꢀbeꢀasꢀmuchꢀasꢀdoubleꢀtheꢀdirectꢀcostꢀofꢀ
treatingꢀ OSA.45ꢀ Thisꢀ resultsꢀ inꢀ aꢀ totalꢀ annualꢀ savingꢀ toꢀ theꢀ overallꢀ U.S.ꢀ healthcareꢀ systemꢀ ofꢀ
$24.48.ꢀ
ꢀ

ꢀ
ꢀ
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Conclusionꢀ
ItꢀisꢀnowꢀtimeꢀforꢀCMSꢀtoꢀreverseꢀitsꢀdirection,ꢀstopꢀfocusingꢀonꢀcuttingꢀDMEꢀcostsꢀandꢀinvestꢀinꢀ
DME.ꢀTheꢀresultꢀofꢀreversingꢀitsꢀcourseꢀwillꢀdriveꢀMedicareꢀPartꢀAꢀtreatmentꢀpaymentsꢀdownꢀ
dramatically.ꢀ Medicareꢀ canꢀ achieveꢀ significantꢀ directꢀ costꢀ savingsꢀ byꢀ providingꢀ Mobilityꢀ
Equipment,ꢀ Supplementalꢀ Oxygenꢀ Therapyꢀ andꢀ CPAPꢀ Therapyꢀ toꢀ Medicareꢀ beneficiariesꢀ inꢀ
need.ꢀTheꢀPartꢀAꢀcostꢀofꢀtreatingꢀCOPDꢀandꢀCOPDꢀcomplications,ꢀOSAꢀandꢀOSAꢀcomplicationsꢀ
andꢀ injuriesꢀresultingꢀfromꢀfallsꢀ isꢀordersꢀofꢀmagnitudeꢀgreaterꢀthanꢀtheꢀpaymentsꢀmadeꢀbyꢀ
MedicareꢀtoꢀprovideꢀthatꢀequipmentꢀandꢀtherapyꢀandꢀtheꢀleverageꢀofꢀeveryꢀdollarꢀthatꢀCMSꢀ
canꢀwiselyꢀinvestꢀhasꢀgrownꢀdramaticallyꢀsinceꢀtheꢀinceptionꢀofꢀcompetitiveꢀbidding.ꢀꢀ
ꢀ
ForꢀeveryꢀdollarꢀMedicareꢀpaysꢀfor:ꢀ Itꢀavoidsꢀpaying:ꢀ
MobilityꢀEquipmentꢀ $29.00ꢀforꢀtreatingꢀfallsꢀthatꢀwouldꢀresultꢀ
SupplementalꢀO2ꢀTherapyꢀ $14.30ꢀ forꢀ treatmentꢀ ofꢀ COPDꢀ andꢀ COPD-causedꢀ

medicalꢀcomplicationsꢀ
CPAPꢀTherapyꢀ $11.38ꢀ forꢀ treatmentꢀ ofꢀ OSAꢀ andꢀ OSA-relatedꢀ

complicationsꢀꢀ
ꢀ
Medicareꢀdirectlyꢀsavesꢀ itsꢀbeneficiariesꢀandꢀtheirꢀsecondaryꢀ insurersꢀadditionalꢀdollarsꢀthatꢀ
wouldꢀotherwiseꢀhaveꢀtoꢀbeꢀspentꢀonꢀtheseꢀtreatmentsꢀandꢀindirectlyꢀsavesꢀsignificantꢀamountsꢀ
inꢀeconomicꢀcostsꢀthatꢀwouldꢀotherwiseꢀbeꢀincurred.ꢀꢀDirectꢀtreatmentꢀsavingsꢀestimatesꢀandꢀ
equipmentꢀcostsꢀareꢀshownꢀinꢀtheꢀfollowingꢀgraphꢀforꢀeachꢀofꢀtheꢀthreeꢀcategoriesꢀconsideredꢀ
inꢀthisꢀanalysis:ꢀ
ꢀ
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ꢀ

 
Whenꢀ takingꢀ intoꢀ accountꢀ theꢀ indirectꢀ macroeconomicꢀ costsꢀ thatꢀ areꢀ likelyꢀ toꢀ resultꢀ fromꢀ
implementingꢀ anꢀ aggressiveꢀ CMSꢀ spendingꢀ programꢀ forꢀ DME,ꢀ theꢀ overallꢀ directꢀ andꢀ indirectꢀ
savingsꢀfromꢀeveryꢀdollarꢀspentꢀbyꢀCMSꢀwillꢀamountꢀto:ꢀ
ꢀ

$41.76ꢀforꢀmobilityꢀDMEꢀ
$23.72ꢀforꢀoxygenꢀtherapyꢀ
$24.48ꢀforꢀCPAPꢀtherapyꢀ
ꢀ

CMSꢀisꢀinꢀaꢀgoodꢀpositionꢀtoꢀshiftꢀitsꢀfocusꢀfromꢀcostꢀcuttingꢀtoꢀwasteꢀcutting.ꢀAꢀsolidꢀindicatorꢀ
thatꢀtheꢀtimingꢀisꢀrightꢀforꢀsuchꢀaꢀshiftꢀisꢀtheꢀsubstantialꢀdeclineꢀinꢀbeneficiaryꢀaccessꢀtoꢀDMEꢀ
thatꢀoccurredꢀwhileꢀtheꢀoverallꢀMedicareꢀpopulationꢀconcurrentlyꢀgrew.ꢀ
ꢀ
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spendingꢀprogramꢀforꢀDME,ꢀtheꢀoverallꢀsavingsꢀfromꢀeveryꢀdollarꢀspentꢀbyꢀCMSꢀresultsꢀ inꢀaꢀsavingsꢀofꢀ$41.76ꢀforꢀ
mobilityꢀDME;ꢀ$23.72ꢀforꢀoxygenꢀtherapy;ꢀandꢀ$24.48ꢀforꢀCPAPꢀtherapy.ꢀ
2ꢀLeitten,ꢀTheꢀCaseꢀforꢀMedicareꢀInvestmentꢀinꢀDME,ꢀ2011ꢀhttp://www.accessmedicalrehab.com/wp-
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