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aBased on TRx data from IMS Health, NPATM

Monthly database, time period from May 2003 to March 2010.
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New Reforms to Save $8 Billion for Medicare

B Y  M A RY  E L L E N  S C H N E I D E R

P
rovisions of the new Affordable
Care Act, coupled with other pay-
ment changes, will save Medicare

nearly $8 billion over 2 years and extend
the solvency of the Medicare Trust Funds
by 12 years.

The immediate savings come from cuts
to Medicare Advantage payments, com-
petitive bidding for durable medical equip-

ment, changes to how Medicare pays for
advanced imaging services, productivity
improvements in the hospital, and efforts
to reduce waste, fraud, and abuse, says a
report from the Centers for Medicare
and Medicaid Services. The changes are
expected to save $7.8 billion for the
Medicare program by the end of 2011. 

Health and Human Services Secretary
Kathleen Sebelius said at a press confer-
ence that the new law will protect

Medicare beneficiaries by maintaining
current benefits and adding new ones
such as free preventive care and the even-
tually closing the Medicare Part D pre-
scription drug doughnut hole.

CMS officials estimate that Medicare
savings will exceed $418 billion by 2019.
Some of those savings will come from
reducing hospital readmissions and hos-
pital-acquired infections, bundling pay-
ments for end-stage renal disease care,

promoting Accountable Care Organiza-
tions, and improving quality reporting by
physicians. CMS also expects the estab-
lishment of the Independent Payment
Advisory Board, which will recommend
payment changes aimed at slowing
growth in Medicare spending.

Ms. Sebelius said she expects private
insurers to implement some of these
payment changes as they prove effective
in the Medicare program. ■


