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ABSTRACT: An aging population, the addition of a prescription drug benefit, and
federal budget deficits require policymakers to continue to explore ways to improve
Medicare. Because Medicare is such a large share of health care spending, initiatives
to improve its efficiency and the quality of care it funds will potentially influence
the health care system as a whole. Current strategies to improve the quality of care
and efficiency of the program focus on getting beneficiaries to migrate to betterperforming providers, or intervening more directly to encourage the system to provide higher quality, more efficient care. Some strategies try to increase information
sharing overall, some focus primarily on providers or beneficiaries, while others target specific diseases.
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Introduction
Health care costs have been rising rapidly for Medicare just as they have for
the rest of the population. From 2000 to 2004, total Medicare benefit payments per enrollee grew at average rate of 7 percent per year.1 Evidence on
variation in Medicare spending, service use, and quality of care across geographic regions and among various types of beneficiaries point to opportunities to improve care efficiency and quality. Because Medicare is such a
large share of health care spending,2 initiatives to improve its efficiency and
the quality of care it funds will potentially influence the health care system
as a whole.
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Variations in Spending, Service Use, and Quality
Geographic Variations
Spending per beneficiary in fee-for-service Medicare varies widely by
location, suggesting inefficiency. Among urban areas, spending in 2000
ranged from $3,500 in Santa Fe, New Mexico, to about $9,200 in Miami,
Florida.3 After adjusting for differences in the health of beneficiaries and
This issue brief was prepared for The Commonwealth Fund/John F. Kennedy School of Government
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2

The Commonwealth Fund

example, in 2002 the top 5 percent of fee-forthe amount providers pay for wages, rent, and the
service beneficiaries accounted for almost half of
like, researchers still find substantial spending difall dollars spent in fee-for-service Medicare, and
ferences resulting from variation in the use of ser4
the top quarter represented nearly 90 percent of all
vices. Even within geographic areas, there is
fee-for-service expenditures (Figure 1).
evidence of both overuse and underuse of
5
Many of the high-spenders are the chroniservices.
cally ill. Almost 80 percent of all beneficiaries have
• Beneficiaries in high-spending geographic areas
at least one chronic condition (Figure 2),12 but the
use more of some types of services, such as
intensive hospital care or specialty visits, but do
20 percent of beneficiaries with five or more
not experience better quality of care, better outchronic conditions account for two-thirds of
6
comes, or more satisfaction than their counterMedicare spending. About one-quarter of benefi7
ciaries with at least one of three conditions—conparts in low-spending areas. For these kinds of
gestive heart failure, chronic obstructive pulmonary
services, use increases as the supply of services
8
disease, and diabetes—account for about 60 pergrows, expanding to include cases for which
cent of Medicare’s fee-for-service spending.13
there is weaker evidence of the effectiveness of
these services.9
Not surprisingly, the chronically ill see more
doctors, have more visits, have more hospital stays,
• Recent studies show nationwide underuse of
10
and use more prescription drugs than the average
some effective services. In one study, for exambeneficiary. Beneficiaries with five or more chronic
ple, Medicare beneficiaries were found to receive
conditions have more than twice as many total
certain known, effective services less than twooffice visits and physicians caring for them in a
thirds of the time than warranted for common
conditions such as heart
disease, breast cancer, diabetes, and stroke.11
Fig. 1. Concentration of Spending Among
Medicare FFS Beneficiaries, 2002
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In any given year Medicare
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Source: Modified from Figure 2-1 in MedPac. June, 2004. Report to Congress: New Approaches to
Medicare. Figures based on .1 percent sample of Medicare FFS beneficiaries and their claims.
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year than the average beneficiary,14 and they have
five times as many prescriptions filled than those
with no chronic conditions.15
Many hospitalizations among the chronically
ill are preventable.16 The Agency for Health Care
Research and Quality estimates that about 800,000
hospital admissions for beneficiaries with CHF in
1999 could have been avoided with better outpatient management of their conditions.17 The costs
associated with these admissions totaled $4.6 billion,18 which was 2.3 percent of total Medicare
spending ($209 billion) in 1999.
It is widely believed that the health care system and Medicare often fail to meet the complex
needs of the chronically ill.19 The fragmented care
system, and the fact that high spending beneficiaries who survive tend to remain high spenders over
long periods of time, 20 suggest that targeting care
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coordination interventions to this group of beneficiaries could be effective in improving the quality
of their care and decreasing costs.

Strategies for Strengthening Efficiency
and Quality
Many factors affect care efficiency and quality:21
• the supply of services
• provider training and preferences
• local standards of care
• financial incentives for providers and
beneficiaries
• patient demands for care
The precise role of each factor and how
they interact is not well established. In addition,
the medical system and Medicare were not
designed to support care coordination or to reward
quality and efficiency:
• Beneficiaries see an
average of six physicians,22 and the mean
Fig. 2. Medicare Spending and Number of
total of prescription
Chronic Conditions, 1999
medications per
enrollee is 4.7.23
5 or More
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heavily influenced by
the chronically ill,
11%
4
5 or More
66%
who see many more
15%
3
physicians and fill
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than their healthier
16%
2
counterparts.
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1
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13%
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frequently poor, and
10%
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0
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especially for treatPercent of Beneficiaries with
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chronic conditions.
Source: Drawn from Partnership for Better Solutions, July, 2002. Medicare: Cost and Prevalence of Chronic
• Medicare’s benefit
Conditions. http://www.partnershipforsolutions.org/DMS/files/Medicare_fact_sheet.pdf
Figures based on Medicare standard analytic file.
package lacks cover-
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age for many services
Fig.3. Sources of Supplemental Coverage Among
needed to maintain or stabiNon-institutionalized Beneficiaries, 2001
lize conditions and
Medicare does not reimOther
Public Sector
burse providers for care
2.1%
Medicaid
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(Figure 3).
28.1%
Current strategies to
Source: Chart 5-1 MedPAC. June, 2004. "National Health Care and Medicare Spending"
In A Data Book: Health Care Spending and the Medicare Program. Washington, D.C. MedPAC.
improve the quality of care
and efficiency of the program
focus on getting beneficiaries
Disease management activities are singleto migrate to better-performing providers, or
disease focused and commonly involve patient
intervening more directly to encourage the system
education, monitoring beneficiaries’ conditions
to provide higher quality, more efficient care. Some
against standards, and coordinating care across
strategies try to increase information sharing overproviders. Many different entities may provide disall, whereas others focus primarily on providers or
ease management services, including health plans,
beneficiaries. Some target specific diseases.
hospitals, provider offices, and firms specializing in
Disease Management
Disease management targets individuals with a specific chronic condition that is their main health
problem. The aim is to prevent a decline in health
and increased expensive care through prevention
and early identification of problems.25 The targeted
conditions—such as asthma, diabetes, and congestive heart failure—typically have well-established,
evidence-based treatment guidelines, and patient
self-care and compliance are important factors in
managing the condition.26 Members of a targeted
population tend to have a standard set of care
needs.

disease management programs.
Three-quarters of large employers reported
in 2002 that they offered some form of disease
management in their benefit plan for their active
employees.27 Nearly half of all states have implemented or are implementing disease management
programs for Medicaid.28
Case Management
Case management programs target individuals with
complex and intense care needs that put them at
risk for bad outcomes and costly hospitalizations.29
Targeted individuals usually have complex and
diverse medical and social vulnerabilities that are
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not addressed by existing standardized care guidelines. These programs’ interventions are highly
individualized and provide more intense, ongoing
assistance managing care. Case managers cannot
rely on standard care guidelines, since these guidelines do not address multiple conditions or social
needs.30
Case management programs are commonplace in health plans. In the fee-for-service program, hospitals typically help patients plan for their
care after discharge from the hospital (discharge
planning).
Pay-for-performance31
Pay-for-performance programs target providers,
giving them financial rewards for providing care
that improves health. Studies show that current
provider payment systems often discourage quality
improvement.32 Pay-for-performance programs
vary. Some programs reward providers for meeting
performance targets for preventative services (e.g.,
eye exams for diabetics), health outcomes (e.g.,
controlled blood sugar for diabetics), or consumer
satisfaction. Others reward structural improvements, such as the use of electronic medical record
systems or computer physician order entry systems.
Some pay for services that previously were not
covered, such as care coordination activities.
Two leading private sector efforts are
Bridges to Excellence and the Leapfrog group. The
former provides financial rewards to physicians
who meet specified, evidence-based care standards
for diabetes and heart conditions, and for using
information technology in care delivery. The
Leapfrog group focuses on rewarding improved
patient safety in hospitals through public reporting.
There is no consensus about which strategies are most effective. Evidence of their impact
on quality and costs varies widely by targeted conditions and types of interventions.33 Medicare
demonstrations to provide case management to
beneficiaries with catastrophic illnesses and high
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medical costs failed to improve client self care or
reduce Medicare spending in the early 1990s.34
In contrast, an intervention to help elderly
patients with congestive heart failure manage their
care after hospital discharge has been shown to
reduce hospital readmissions.35 Intensive programs
to support diabetics’ adherence to treatment regimens in the private sector can be effective in
avoiding or delaying the onset of complications,
although findings on cost savings are unclear.36
Despite these mixed results, a recent comprehensive review of care coordination programs
concluded that care coordination has the potential
to reduce utilization while maintaining or improving quality within the existing health system, and
suggested that there are effective ways to coordinate care.37 Because high-cost beneficiaries with
chronic conditions have many expensive hospital
stays, strategies to improve care coordination and
self-management for this group have the greatest
potential.38 Disease management and case management programs may allow Medicare to improve
chronic care without increasing costs.39
Compared to the commercially insured,
Medicare beneficiaries have more complex conditions, are more likely to be poor, frail, and cognitively impaired. Medicare’s strength is that
beneficiaries remain in Medicare once enrolled, so
the program benefits from both short-term and
long-term improvements in health and efficiency.
These factors affect the design of strategies, and
make it difficult to translate private-sector efforts
and findings to Medicare. The Centers for
Medicare and Medicaid Services (CMS) has begun
testing a number of strategies.
Medicare Prescription Drug, Improvement
and Modernization Act of 2003
The Medicare Prescription Drug, Improvement
and Modernization Act (MMA, P.L. 108-173),
includes several provisions to test mechanisms
designed to improve quality of care and reduce
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costs for chronically ill beneficiaries. Most initiatives are required to be budget neutral.40
The chronic care improvement program (CCIP)
aims to improve care and save money by providing
ongoing care coordination across providers, using
care management plans, teaching participants selfcare techniques,41 and promoting the use of evidence-based treatment guidelines for
fee-for-service beneficiaries with congestive heart
failure, complex diabetes, or chronic obstructive
pulmonary disease. Enrollee participation is voluntary.42 Contracts have been awarded for nine pilot
projects for a three year period beginning
December 2004. The fee paid to the contractor is
contingent upon meeting quality, satisfaction, and
savings targets. Contractors are required to save the
program a minimum of 5 percent of health care
costs, net of the program fees. If performance targets are met, CMS can expand the program to
other areas without congressional authorization.
The pay-for-performance demonstration provides
incentives to physicians to improve care management for fee-for-service beneficiaries with one or
more selected chronic conditions. The aim is to
stabilize medical conditions, limit acute episodes
that result in expensive hospitalizations, and reduce
adverse outcomes, such as drug interactions.
Physicians who meet performance standards
receive a fixed payment for each member. The
three-year demonstration will operate in four sites.
The capitated disease management demonstration
pays organizations a fixed sum per beneficiary in
return for providing disease or case management
services and all Medicare-covered benefits to beneficiaries with select chronic illnesses, such as stroke,
congestive heart failure, or diabetes, and to frail
elders or beneficiaries with Medicare and
Medicaid coverage.43
Other MMA provisions affecting chronic care:
• require sponsors of the Part D prescription drug
plans to establish drug therapy management
programs for members with multiple chronic
conditions,
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• direct the Secretary of Health and Human
Services to develop a plan to improve care for
the chronically ill,
• require a demonstration of hospice care in rural
areas where none exist, and
• authorize the Institute of Medicine to evaluate
performance measures
Other Programs44
The Medicare disease management demonstration tests
whether disease management services combined
with prescription drug benefits improves care and
saves money for fee-for-service beneficiaries with
advanced-stage congestive heart failure, diabetes, or
coronary artery disease. Enrollment in demonstration sites began in February 2004.45 The physician
group practice demonstration is designed to encourage
care coordination, promote efficiency through
investment in administrative structure and process,
and to reward physicians for improving health outcomes. Eleven group practices are expected to participate.46 These two demonstrations were
mandated by the Medicare, Medicaid and SCHIP
Benefits Improvement & Protection Act of 2000
(BIPA; P.L. 106-554).
The coordinated care demonstration tests the
impact of various care coordination approaches—
including both case and disease management—on
quality and expenditures in the fee-for-service
program.47 Fifteen programs targeting frail, elderly,
and chronically ill Medicare beneficiaries operate
in both urban and rural settings. This demonstration was mandated in the Balanced Budget Act of
1997 (P.L. 105-33). The intensive case management
demonstration in Albuquerque, New Mexico (2001–
2004) tests whether case management for high risk
individuals with congestive heart failure and diabetes improves clinical outcomes, quality of life,
and satisfaction.48 The end stage renal disease
(ESRD) disease management demonstration tests the
ability to improve quality of care in the fee-forservice program, traditional managed care plans,
and special health plans that use interdisciplinary
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care teams. It was authorized by OBRA 1993 (P.L.
90-248); the sites have not yet been awarded.
CMS has also proposed to extend efforts
by Medicare’s quality improvement organizations
(QIOs) to address the care of patients with multiple
conditions. Beginning in August 2005, QIOs may
be required to assist physician offices in providing
chronic care for congestive heart failure, hypertension, depression, and coronary artery disease, and
also to help physician offices adopt electronic prescribing to reduce misuse of prescription drugs.
CMS demonstration programs target conditions that are most likely to show short-term
effects and savings. They also are designed to
explore how to identify and target beneficiaries;
identify and implement interventions that improve
health and lower costs; and reward effective and
efficient care. Challenges include integrating findings from these trials, avoiding duplication of effort
across demonstrations, and determining how success will be measured. In addition, these demonstrations do not directly address the issue of how
to share information among providers and programs (both within Medicare and with other
insurers) to support coordinated care while still
protecting beneficiaries’ privacy.
Conclusion
An aging population, the addition of a prescription
drug benefit, and federal budget deficits require
policymakers to continue to explore ways to
improve Medicare. Medicare’s size makes it possible to consider and test options for improvement
that smaller programs cannot.

7

NOTES
1

Centers for Medicare and Medicaid Services, Office
of the Actuary (data obtained May 2005).

2

In 2003, Medicare accounted for 2.6 percent ($272
billion) of GDP and one-fifth of all personal health
care spending. MedPAC. June 2004a. “National
Health Care and Medicare Spending.” In A Data
Book: Health Care Spending and the Medicare Program.
Washington, DC: MedPAC. www.medpac.gov.

3

These figures are for the metropolitan statistical area
(MSA). They are not adjusted for input factor prices
such as differences in wages. Adjustment for these
factors reduces the variation, but significant differences remain. More detail on these adjustments and
the implications of variation are described in
MedPAC. June 2003. “Geographic Variation in Per
Beneficiary Medicare Expenditures.” Chapter 1 in
Report to Congress: Variation and Innovation in Medicare.
Washington, DC: MedPAC. www.medpac.gov.

4

Less than half of the variation is due to differences in
population characteristics (age, sex, and health status)
and the price of services. This conclusion is based
upon the literature analyzing Medicare’s geographic
spending variations reviewed in M. Gold. July 2004.
Geographic Variation in Medicare Per Capita Spending:
Should Policymakers Be Concerned? Research Synthesis
Report no. 6. Robert Wood Johnson Foundation.
www.policysysnthesis.org.

5

These three dimensions are commonly referred to as
overuse, underuse, and misuse. Inappropriate use is
found across the nation. For example, see L. Leape
et al. February 1990. “Does Inappropriate Use
Explain Small Area Variations in the Use of Health
Care Services?” Journal of the American Medical
Association. 263 (5) and M. Chassin et al. November
1987. “Does Inappropriate Use Explain Geographic
Variations in the Use of Health Care Services?”
Journal of American Medical Association. 258(4).

6

Fisher and colleagues estimate that beneficiaries in
high-spending areas receive 60 percent more care for
three conditions—hip fractures, colorectal cancer, and
acute myocardial infarction (heart attack). (E. Fisher
et al. February 2003. “The Implications of Regional
Variations in Medicare Spending, Part 1: The
Content, Quality, and Accessibility of Care.” Annals of
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Ways and Means, U.S. House of Representatives.
107th Congress, 2nd sess. Other analyses of claims
generally find the same figures. For example,
Berenson and Horvath found that nearly 80 percent
of Medicare beneficiaries have at least one of the following chronic conditions: stroke, diabetes, emphysema, heart disease, hypertension, arthritis,
osteoporosis, Parkinson’s disease, or urinary incontinence (cited in N. Super. May 2004. Medicare’s
Chronic Care Improvement Program: What Is Its
Potential? Issue Brief no. 797, National Health Policy
Forum, www.nhpf.org). MedPAC notes that the
number of beneficiaries with multiple chronic conditions may be even higher, as over 70 percent of beneficiaries self-report having two or more chronic
conditions (MedPAC. June 2004b. “The Medicare
Modernization Act and Chronic Care Improvement.”
Chapter 2 in Report to Congress: New Approaches in
Medicare. Washington, DC: MedPAC.
www.medpac.gov.)

Internal Medicine. 138 (4)). Other research confirms
that more spending is not associated with increased
use of appropriate care at the state level. See K.
Baicker and A. Chandra. April 2004. “Medicare
Spending, the Physician Workforce, and Beneficiaries’
Quality of Care.” Health Affairs Web Exclusive, April
7, 2004, www.health affairs.org; MedPAC, June 2003;
S. Jencks et al. 2003. “Change in the Quality of
Medical Care Delivered to Medicare Beneficiaries,
1998-1999 to 2000-2001.” Journal of the American
Medical Association. 284(13). Research findings are
summarized in M. Gold, July 2004.
7
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9

10

One study found that total Medicare spending could
be reduced by as much as 30 percent, without lowering quality of care, since quality does not appear to
be better in high-spending areas (J. Wennberg et al.
February 2002. “Geography and the Debate Over
Medicare.” Health Affairs Web Exclusive, February 13,
2002. www.healthaffairs.org; E. Fisher et al., February
2003.) This estimate assumes that Medicare spends
the same amount for every beneficiary (the average
cost for a beneficiary in low-spending areas).
However, the situation is complicated because just
reducing spending does not assure that only ineffective services will be eliminated. In addition, some
effective services are being underused across all geographic areas.
Wennberg and colleagues call these “supply-sensitive
services” (J. Wennberg et al., February 2002). Many
researchers have shown the positive association
between the supply of providers and use. For a summary of evidence see M. Gold, July 2004.
J. Wennberg et al., February 2002; M. Gold, July 2004.
Effective services are underused for both Medicare and
the commercially insured. S. Asch et al. November
2000. “Measuring the Underuse of Necessary Care
Among Elderly Medicare Beneficiaries Using
Inpatient and Outpatient Claims.” Journal of the
American Medical Association. 284 (18); K. Baicker
and A. Chandra, April 2004; S. Jencks et al., 2003;
E. McGlynn et al. 2003. “The Quality of Health
Care Delivered to Adults in the United States.” New
England Journal of Medicine. 348 (26).

11

S. Asch et al., November 2000.

12

G. Anderson. April 16, 2002. Hearing on Promoting
Disease Management in Medicare, Written Testimony
before the Subcommittee on Health, Committee on

13

MedPAC. June 2004b.

14

On average, beneficiaries with five or more chronic
conditions have 40 office visits across 14 physicians
per year, compared with 15 office visits with six
physicians for the average beneficiary. Partnership for
Solutions. July 2002. “Medicare: Cost and Prevalence
of Chronic Conditions.” Baltimore, MD: Johns
Hopkins University; G. Anderson, April 16, 2002.

15

M. Moon. June 2004. How Beneficiaries Fare Under
the New Medicare Drug Bill. Issue Brief, no 730. The
Commonwealth Fund. http://www.cmwf.org/
publications/publications_show.htm?doc_id=227453.

16

Wolff et al. 2002. “Prevalence, Expenditures, and
Complications of Multiple Chronic Conditions in
the Elderly.” Archives of Internal Medicine. 162.

17

Outpatient means outside of a hospital. S. Foote. July
2003. “Population-Based Disease Management Under
Fee-for-Service Medicare.” Health Affairs Web
Exclusive, July 30, 2003, www.healthaffairs.org.

18

This figure does not include the costs of physician
services billed separately. S. Foote, July 2003.

19

Institute of Medicine. 2001. Crossing the Quality
Chasm: A New Health System for the Twenty-First
Century. Washington, DC: National Academy Press;
E. McGlynn et al., June 2003. McGlynn and colleagues found that adults with chronic illnesses only
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Change, www.hschange.org; S. Foote, July 2003; A.
Chen et al. March 2000. Best Practices in Coordinated
Care. Princeton, NJ: Mathematica Policy Research.
www.mathematicampr.com.

receive recommended care about half the time.
20

Analysis of FFS claims over 1996–2002 shows that
more than 50 percent of beneficiaries in the top
quartile of spending in the base year remained in the
top quartile in the subsequent two years, even
including those who died during the two years
(MedPAC. June 2004b). Because of deaths, this percentage will fall as the period considered lengthens.

21

M. Gold, July 2004.

22

G. Anderson, April 16, 2002.

23

D.G. Safran, T. Neuman, C. Schoen, and M. S.
Kitchman. “Prescription Drug Coverage and Seniors:
Findings from a 2003 National Survey.” Health Affairs
Web Exclusive, April 19, 2005.
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National Health Policy Forum. March 2003.
“Medicare and Chronic Conditions: Breaking Down
Barriers to Better Care.” Forum Session Meeting
Announcement, www.nhpf.org; J. Eichner and
D. Blumenthal, eds. January 2003. Medicare in the
21st Century: Building a Better Chronic Care System
Washington, DC: National Academy of Social
Insurance;V. Gottlich. January 2003. “Medical
Necessity Determinations in the Medicare Program:
Are the Interests of Beneficiaries with Chronic
Conditions Being Met?” prepared for Partnership
for Solutions: Better Lives for People with Chronic
Conditions, Baltimore, MD.
There is no one standard definition of disease management. The Disease Management Association of
America defines disease management as “a system of
coordinated healthcare interventions and communications for populations with conditions in which
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(http://www.dmaa.org/definition.html). The description presented here draws from several papers
describing disease management including:
Congressional Budget Office. October 2004. “An
Analysis of the Literature on Disease Management
Programs.” www.cbo.gov; R. Brown and A. Chen.
April 2004. Disease Management Options: Issues for
State Medicaid Programs to Consider. Issue Brief no. 3.
Princeton, NJ: Mathematica Policy Research.
www.mathematicampr.com; A. Short et al. October
2003. Disease Management: A Leap of Faith to LowerCost, Higher-Quality Health Care. Issue Brief no. 69.
Washington, DC: Center for Studying Health System

26

A. Short et al., October 2003.

27

L. Sprague. May 2003. Disease Management to
Population-Based Health: Steps in the Right Direction?
Issue Brief no. 791. Washington, DC: National
Health Policy Forum. www.nhpf.org.

28

Center on an Aging Society. January 2004. Disease
Management Programs: Improving Health While Reducing
Costs? Issue Brief no. 4. ihcrp.georgetown.edu/
agingsociety/pubhtml/management/management.html
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A. Chen et al., March 2000.

30

MedPAC, June 2004b.
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Information for this section is drawn from P. Keenan
and J. Kline’s brief, Paying for Performance, prepared
for the January 2004 Bipartisan Congressional Health
Policy Conference unless otherwise noted. It can be
found at http://www.cmwf.org/publications/
publications_show.htm? doc_id=247163.

32

M. Coye. 2001. “No Toyotas in Health Care: Why
Medical Care Has Not Evolved to Meet Patients’
Needs.” Health Affairs 20(6); S. Leatherman, D.
Berwick, D. Iles et al. 2003. “The Business Case for
Quality: Case Studies and an Analysis.” Health Affairs.
22 (2).

33

A. Short et al., October 2003.

34

“Evaluation of Medicare Case Management (Early
Coordinated Care) Demonstrations.” Accessed
9/12/04. http://www.cms.hhs.gov/researchers/
demos/CC1.asp.

35

M. Naylor et al. February 1999. “Comprehensive
Discharge Planning and Home Follow-Up of
Hospitalized Elders: A Randomized Clinical Trial.”
Journal of the American Medical Association. 281(7).

36

S. Foote, July 2003.

37

A. Chen et al., March 2000.

38

S. Lieberman et al. December 2003. “Reducing the
Growth of Medicare Spending: Geographic Versus
Patient-Based Strategies.” Health Affairs Web
Exclusive, December 10, 2003. www.healthaffairs.org;
MedPAC, June 2004b.
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39

Congressional Budget Office, October 2004;
B. Fireman et al. Nov/Dec 2004. “Can Disease
Management Reduce Health Care Costs by
Improving Quality?” Health Affairs 23(6),
www.healthaffairs.org; S. Foote, July 2003.

40

Budget neutral means that program spending can not
exceed what would have been spent in the program’s
absence.

41

MMA also directs the CCIP program sites to provide
information about hospice care, pain and palliative
care, and end-of-life care (Sect 721).

42

CCIP pilots will be implemented in areas where, in
the aggregate, 10 percent of Medicare beneficiaries
live. They will not operate in the same geographic
areas as existing Medicare FFS chronic care demonstrations to avoid cross-contamination of control
groups. N. Super, May 2004.

43

Individuals with both Medicare and Medicaid coverage are known as dual eligibles. Federal Register
February 28, 2003. “The Capitated Disease
Management Demonstration.” Notices 68(40): 9676.
http://www.cms.hhs.gov/researchers/demos/
03-3879.pdf

44

These demonstrations are described in MedPAC,
June 2004b. Descriptions are also available on the
Centers for Medicare and Medicaid Web site:
www.cms.gov.

45

The demonstration will enroll beneficiaries in sites
in four states: California, Arizona, Louisiana and
Texas. http://www.cms.hhs.gov/media/press/
release.asp?Counter=908.

46

The demonstration is pending waiver approval,
which is anticipated in 2005.

47

Centers for Medicare and Medicaid Services. March
2004. “Medicare Coordinated Care Demonstration:
Fact Sheet.” http://www.cms.hhs.gov/researchers/
demos/CC.asp.

48

This demonstration operated from November 2001
to November 2004 in Lovelace Health Systems in
Albuquerque, New Mexico. It was implemented
under CMS’s own demonstration authority.
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