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Table 3.6
Number of Medicare Beneficiaries, 1970-2030
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The number of people Medicare serves will nearly double by 2030.
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Another Payment ProblemAnother Payment Problem

Notes: Includes hospitalizations among FFS Medicare beneficiarieNotes: Includes hospitalizations among FFS Medicare beneficiaries for AHRQ PQI measures. Dollars are nominal dollars.s for AHRQ PQI measures. Dollars are nominal dollars.

2,552,440,2492,552,440,2491,276,220,1251,276,220,125638,110,062638,110,06212,762,201,24712,762,201,247TotalTotal

15,484,51715,484,5177,742,2597,742,2593,871,1293,871,12977,422,58777,422,587DIABETES UNCONTROLLEDDIABETES UNCONTROLLED

21,864,79421,864,79410,932,39710,932,3975,466,1995,466,199109,323,970109,323,970DIABETES SHORT TERM COMPLICATIONDIABETES SHORT TERM COMPLICATION

24,019,32624,019,32612,009,66312,009,6636,004,8326,004,832120,096,630120,096,630HYPERTENSIONHYPERTENSION

24,142,32724,142,32712,071,16312,071,1636,035,5826,035,582120,711,633120,711,633ANGINAANGINA

25,945,29225,945,29212,972,64612,972,6466,486,3236,486,323129,726,461129,726,461PERFORATED APPENDIXPERFORATED APPENDIX

61,760,40361,760,40330,880,20230,880,20215,440,10115,440,101308,802,016308,802,016ADULT ASTHMAADULT ASTHMA

128,693,863128,693,86364,346,93264,346,93232,173,46632,173,466643,469,317643,469,317LOWER EXTREMITY AMPUTATIONLOWER EXTREMITY AMPUTATION

151,166,763151,166,76375,583,38275,583,38237,791,69137,791,691755,833,815755,833,815DEHYDRATIONDEHYDRATION

173,923,212173,923,21286,961,60686,961,60643,480,80343,480,803869,616,059869,616,059URINARY INFECTIONURINARY INFECTION

189,591,432189,591,43294,795,71694,795,71647,397,85847,397,858947,957,162947,957,162DIABETES LONG TERM COMPLICATIONDIABETES LONG TERM COMPLICATION

353,404,788353,404,788176,702,394176,702,39488,351,19788,351,1971,767,023,9381,767,023,938COPDCOPD

616,617,273616,617,273308,308,636308,308,636154,154,318154,154,3183,083,086,3633,083,086,363BACTERIAL PNEUMONIABACTERIAL PNEUMONIA

765,826,259765,826,259382,913,130382,913,130191,456,565191,456,5653,829,131,2963,829,131,296CONGESTIVE HEART FAILURECONGESTIVE HEART FAILURE

20% Saving20% Saving10% Saving10% Saving5% Saving5% Saving
Year 2001Year 2001
PaymentsPayments

TOTAL MEDICARE PAYMENTS FOR PQI HOSPITALIZATIONS, 1995 AND 2001TOTAL MEDICARE PAYMENTS FOR PQI HOSPITALIZATIONS, 1995 AND 2001



A Variation ProblemA Variation Problem

Dartmouth Atlas of Healthcare
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You can always count on Americans to do the right 
thing - after they've tried everything else. 
Winston Churchill
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CMS Quality RoadmapCMS Quality Roadmap

VISION: VISION: The right care for every person The right care for every person 
every timeevery time

Make care:Make care:
Safe Safe 
Effective Effective 
Efficient Efficient 
PatientPatient--centered centered 
TimelyTimely
EquitableEquitable
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CMS Quality Roadmap: CMS Quality Roadmap: 
StrategiesStrategies

1.1. Work through partnerships to achieve specific Work through partnerships to achieve specific 
quality goalsquality goals

2.2. Publish quality measurements and information Publish quality measurements and information 
as a basis for supporting more effective quality as a basis for supporting more effective quality 
improvement effortsimprovement efforts

3.3. Pay in a way that expresses our commitment to Pay in a way that expresses our commitment to 
quality, and that helps providers and patients to quality, and that helps providers and patients to 
take steps to improve health and avoid take steps to improve health and avoid 
unnecessary costsunnecessary costs
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CMS Quality Roadmap: CMS Quality Roadmap: 
Strategies for QIStrategies for QI

4.4. Assist practitioners in making care more Assist practitioners in making care more 
effective and less costly, especially by effective and less costly, especially by 
promoting the adoption of HITpromoting the adoption of HIT

5.5. Bring effective new treatments to patients Bring effective new treatments to patients 
more rapidly and help develop better more rapidly and help develop better 
evidence so that doctors and patients can evidence so that doctors and patients can 
use medical technologies and treatments use medical technologies and treatments 
more effectively, improve quality and avoid more effectively, improve quality and avoid 
unnecessary complications and costsunnecessary complications and costs
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CMS Quality Initiative ComponentsCMS Quality Initiative Components
Broad National Quality AlliancesBroad National Quality Alliances
Quality data collection & public reportingQuality data collection & public reporting

Medicare.govMedicare.gov Compare websitesCompare websites
Linking payment to quality: PayLinking payment to quality: Pay--forfor--Performance (P4P)Performance (P4P)
Multiple DemonstrationsMultiple Demonstrations

PhysicianPhysician--patient partnershipspatient partnerships
Physician group practices and integrated delivery systemsPhysician group practices and integrated delivery systems
Chronic illness management, preventionChronic illness management, prevention
High Cost Beneficiaries, Special Needs populationsHigh Cost Beneficiaries, Special Needs populations
Efficiency and value through coordinated careEfficiency and value through coordinated care
New payment models: P4P, ValueNew payment models: P4P, Value--based purchasing, based purchasing, gainsharinggainsharing
HIT adoption and use, practice redesignHIT adoption and use, practice redesign
EvidenceEvidence--based medicine decisions and processesbased medicine decisions and processes
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Congressional & Payment ReformCongressional & Payment Reform
Many opportunities for improving the quality of Many opportunities for improving the quality of 
healthcare services, outcomes and efficiencyhealthcare services, outcomes and efficiency
Increasing reimbursement for healthcare services Increasing reimbursement for healthcare services 
leads to:leads to:

No uniform or widespread improvement in qualityNo uniform or widespread improvement in quality
Increased utilization of some servicesIncreased utilization of some services
Net increase in overall healthcare expendituresNet increase in overall healthcare expenditures

Congress looking to CMS and healthcare providers Congress looking to CMS and healthcare providers 
to demonstrate ability to improve quality, avoid to demonstrate ability to improve quality, avoid 
unnecessary complications and costsunnecessary complications and costs

Overall Medicare payment reform contingent linkedOverall Medicare payment reform contingent linked
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ESRD Conditions for CoverageESRD Conditions for Coverage

Current conditions not revised in their entirety Current conditions not revised in their entirety 
since 1976since 1976
Applicable to 4,700 MedicareApplicable to 4,700 Medicare--approved dialysis approved dialysis 
facilitiesfacilities

325,000 patients with ESRD treated with dialysis325,000 patients with ESRD treated with dialysis

NPRM on display February 4, 2005, followed by NPRM on display February 4, 2005, followed by 
90 day comment period90 day comment period
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ESRD Conditions for CoverageESRD Conditions for Coverage
PatientPatient--centered rulecentered rule

Reflects current clinical & scientific advances in dialysis Reflects current clinical & scientific advances in dialysis 
technology and standard care practicestechnology and standard care practices
Includes clinical practice guidelines developed by the Includes clinical practice guidelines developed by the 
National Kidney Foundation’s Kidney Disease National Kidney Foundation’s Kidney Disease 
Outcomes Quality Initiative (NKFOutcomes Quality Initiative (NKF--K/DOQI)K/DOQI)

Must be integrated and align with OPO and Must be integrated and align with OPO and 
Transplant Center Conditions for CoverageTransplant Center Conditions for Coverage
Currently all three Currently all three NPRMsNPRMs are undergoing are undergoing 
comment reviews and rewrites for final rule comment reviews and rewrites for final rule 
publicationpublication
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ESRD ESRD CfCsCfCs: New Components: New Components
Patient SafetyPatient Safety

Incorporation of current CDC infection control Incorporation of current CDC infection control 
guidelinesguidelines
Incorporation of current Association for the Incorporation of current Association for the 
Advancement of Medical Instrumentation (AAMI) Advancement of Medical Instrumentation (AAMI) 
guidelines for water quality and guidelines for water quality and hemodialyzerhemodialyzer reusereuse
Additional patient safety protections such as defibrillators Additional patient safety protections such as defibrillators 
in the emergency equipment list and updated fire safety in the emergency equipment list and updated fire safety 
code provisionscode provisions
Additional patient rights, such as advance directives, 30 Additional patient rights, such as advance directives, 30 
day notice to involuntary discharge, posting of external day notice to involuntary discharge, posting of external 
grievance mechanisms, and an internal patient grievance grievance mechanisms, and an internal patient grievance 
processprocess
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ESRD ESRD CfCsCfCs: New Components: New Components

PreamblePreamble
Detailed discussion regarding the possible use of Detailed discussion regarding the possible use of 
minimum facilityminimum facility--wide standardswide standards
Request for public comment regarding whether to Request for public comment regarding whether to 
immediately adopt certain widelyimmediately adopt certain widely--accepted NKFaccepted NKF--
K/DOQI clinical practice guidelines as minimum K/DOQI clinical practice guidelines as minimum 
facilityfacility--wide standardswide standards
Discussion and request for public comment on issue Discussion and request for public comment on issue 
of how care and services should be provided to of how care and services should be provided to 
hemodialysishemodialysis patients in nursing homes, patients in nursing homes, 
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ESRD ESRD CoCsCoCs: Public Comments: Public Comments
370 total 370 total CommentersCommenters
2700 total comments2700 total comments

Organizations
ANNA
LDOs
NKF
RPA
ASN
KCP
NRRA
AKF
AAKP
Many others

Professionals
53 Social Workers
42 Pharmacists
24 Dieticians/Nutritionists
22 Nurses
18 Physicians
12 ESRD Networks
8 States
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ESRD ESRD CoCsCoCs: Public Comments: Public Comments

Many Many commenterscommenters support a proactive approach support a proactive approach 
to patient care as embodied in the proposed to patient care as embodied in the proposed 
QAPI requirementQAPI requirement
Significant concern and anxiety about proposals Significant concern and anxiety about proposals 
for regulating dialysis in nursing facilitiesfor regulating dialysis in nursing facilities

Dialysis providersDialysis providers
Long term care facilities and HospitalLong term care facilities and Hospital--based based SNFsSNFs

Final rule must be published on or before Final rule must be published on or before 
2/7/2008 under MMA; Target: March 23, 20072/7/2008 under MMA; Target: March 23, 2007
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ESRD Bundled Payment Demo: ESRD Bundled Payment Demo: 
Statutory BackgroundStatutory Background

Current PolicyCurrent Policy
Composite Rate with basic case mix Composite Rate with basic case mix 
adjustmentadjustment
Separately billed services under feeSeparately billed services under fee--forfor--serviceservice

MMA §623(e): Demonstration ofMMA §623(e): Demonstration of
A ‘fully caseA ‘fully case--mix adjusted’ payment systemmix adjusted’ payment system
An expanded bundle including drugs and An expanded bundle including drugs and 
biologicalsbiologicals
Related laboratory testsRelated laboratory tests



23

ESRD Bundled Payment ESRD Bundled Payment 
DemonstrationDemonstration

2005 Advisory Board input2005 Advisory Board input
Substantial P4P component recommendedSubstantial P4P component recommended
Better alignment of incentives among facilities, Better alignment of incentives among facilities, 
physicians, other providers/suppliersphysicians, other providers/suppliers
Modality & home therapy issues should be addressedModality & home therapy issues should be addressed

Financial incentives should not favor inFinancial incentives should not favor in--center center hemodialysishemodialysis
Limited availability ofLimited availability of data and analytic methods to data and analytic methods to 
account for variation in the use of separately billed account for variation in the use of separately billed 
drugs and other servicesdrugs and other services
Recommended that any prospective payment method Recommended that any prospective payment method 
employ a measure of prior use as a case mix adjusteremploy a measure of prior use as a case mix adjuster
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ESRD Bundled Payment ESRD Bundled Payment 
DemonstrationDemonstration

Solicitation for demo being developed will likely Solicitation for demo being developed will likely 
include include 

Bundled payment component Bundled payment component 
P4P componentP4P component

Demonstration onset delayedDemonstration onset delayed
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ESRD 2005 CPM ProjectESRD 2005 CPM Project

82%82%81%81%% Adult HD Pts Serum Albumin % Adult HD Pts Serum Albumin 
>> 4.0/3.7 gm/dl4.0/3.7 gm/dl

37%37%35%35%% Incident Adult HD Pts with % Incident Adult HD Pts with 
AVFAVF

39%39%35%35%% % PrevalentAdultPrevalentAdult HD Pts with HD Pts with 
AVFAVF

83%83%80%80%% Adult HD Pts with mean % Adult HD Pts with mean HbHb >>
11 gm/dl11 gm/dl

91%91%91%91%% Adult HD Pts with mean Kt/V % Adult HD Pts with mean Kt/V 
>> 1.21.2

2005 2005 
ResultsResults

2004 2004 
ResultsResults

MeasureMeasure
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CKD/ESRD Medication MeasuresCKD/ESRD Medication Measures
Medicare Prescription Drug Benefit implemented!Medicare Prescription Drug Benefit implemented!
Draft set of candidate CKD/ESRD Medication Draft set of candidate CKD/ESRD Medication 
Measures on December 28th for CMS review Measures on December 28th for CMS review 
CKD/ESRD Medication Measures Technical Expert CKD/ESRD Medication Measures Technical Expert 
Panel Meeting was held January 26thPanel Meeting was held January 26th--27th in Baltimore27th in Baltimore
Draft TEP Summary Report including TEP feedback Draft TEP Summary Report including TEP feedback 
on February 17th with CMS review and comments on February 17th with CMS review and comments 
returned on March 10th returned on March 10th 
TEP Summary Report being revised and as well as a TEP Summary Report being revised and as well as a 
CKD/ESRD Medication Measures Input Document CKD/ESRD Medication Measures Input Document 
that will contain a revised list of candidate measuresthat will contain a revised list of candidate measures
Web posting midWeb posting mid--May, 2006May, 2006

Public comment periodPublic comment period
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InIn--Center Center HemodialysisHemodialysis CAHPSCAHPS

Currently available for facilities that want to use itCurrently available for facilities that want to use it
Core surveyCore survey

Nephrologist(sNephrologist(s))
Dialysis center and staffDialysis center and staff
TreatmentTreatment

Supplemental itemsSupplemental items
Quality improvementQuality improvement

Feedback & Pilot projectsFeedback & Pilot projects
AHRQ contact: AHRQ contact: cdarby@ahrq.hhs.govcdarby@ahrq.hhs.gov
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Contact InformationContact Information

Barry M. Straube, M.D.Barry M. Straube, M.D.
Acting Chief Medical OfficerActing Chief Medical Officer
Acting Director, Office of Clinical Standards & QualityActing Director, Office of Clinical Standards & Quality
Centers for Medicare & Medicaid ServicesCenters for Medicare & Medicaid Services
7500 Security Boulevard7500 Security Boulevard
Baltimore, MD  21244Baltimore, MD  21244

Email: Barry.Straube@cms.hhs.govEmail: Barry.Straube@cms.hhs.gov
Phone: (410) 786Phone: (410) 786--68416841


