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How novel and original must
be each new man’s view of
the universe — for though
the world is so old — and
so many books have been
written — each object
appears wholly undescribed
to our experience — each
field of thought wholly
unexplored — The whole
world is an America — a
New World.

HENRY DAVID THOREAU
Journals
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introduction

otal Medicare spending in 2010 rose 6.5 percent, to
$522.8 billion. Expenditures for ESRD rose 8.0 percent,

to $32.9 billion. These numbers include the new Medi-
care Part D prescription drug benefit, as the usrps Coordinating Center now
receives up-to-date data on Part D use in the ESRD population.

These expenditures cover 488,938 patients in the prevalent Medicare ESRD
population, along with 105,436 non-Medicare patients; these latter patients cost
an additional estimated $14.5 billion (data from Table p.a in the Précis).

Medicare HMO costs for ESRD rose to $3.38 billion in 2010, 7.1 percent higher
than in 2009. This annual increase is the lowest since 2003, when the new Medi-
care hierarchical payment model, with disease burden risk adjusters, was imple-
mented for Medicare Advantage (HMoOs). Fee-for-service Medicare inpatient
expenditures per person per year (PPPY) rose nearly 5.3 percent in 2010, down
from their 18 percent growth in 2008, while pppY costs by modality remained
nearly stable, rising just 1.4 percent for hemodialysis patients. Interestingly, there
were large increases across modalities in 2007-2008, from 8.9 percent for perito-
neal dialysis patients to 7.7 percent for both hemodialysis and transplant patients.
These year-to-year variations will need more complete assessment — including
consideration of cause-specific hospitalizations — to define their exact source.
With 2010 the last year before the start of the new bundled prospective payment
system, some providers may have reduced expenditures in the months prior to
January 1, 2011, in anticipation of the changing incentives.

Recent attention to therapies using erythropoiesis stimulating agents (EsAs)
has raised awareness of their costs to the healthcare system. After increasing
each year since 1992 (including growth of 11-19 percent in 2002-2004) to reach
nearly $2 billion, Medicare Esa costs were stable in 2004-2008, rose 4.9 percent
in 2009, and changed little in 2010. Costs for 1v vitamin D rose 12 percent in 2008,
3.7 percent in 2009, and 2.2 percent in 2010, reaching $519 million. And 1v iron
costs rose 6.6 percent in 2010, reaching a new high of $304 million.

The Average Sale Price payment system for injectables was introduced in 2004,
as investigations showed that many providers had very profitable discount agree-
ments, accounting for significant margins paid under the Medicare system. The
composite rate payment was thus rebased, and the margins generated for inject-
ables were addressed by allowing providers to receive only 6 percent above the
sale price, monitored under quarterly reporting to cms. There have been other



changes in Esa payment policies as well, including limited billing when hemoglo-
bin levels are greater than 13 g/dl for three months. These alterations, along with
changes in package insert warnings regarding Esa safety, have led to reductions
in both EsA dosing and hemoglobin levels, as noted in earlier chapters. Changes
under the new bundled payment system have further reduced costs to the Medi-

care system.

This year we again examine racial differences in expenditure patterns, and look
at costs by modality in matched hemodialysis and peritoneal dialysis populations.
These analyses explore how racial differences in service utilization in the outpa-
tient dialysis setting may be an important consideration in the new bundled pay-
ment system, and how variations in expenditure structures for hemodialysis and
peritoneal dialysis may impact the way in which providers choose to adopt peri-
toneal dialysis. Overall, costs for care of white and black/African American peri-
toneal dialysis patients were $5,885 and $6,334 less per year than that of matched
hemodialysis patients, while EsA costs were $2,441 and $1,908 lower. These differ-
ences provide clear incentives under the bundled payment system to consider the

use of peritoneal dialysis in appropriate patients.

The last spread of the chapter provides expanded information on use of the
Part b Medicare prescription drug benefit in the EsrRD population, addressing the
most frequent claims for medications, rank order by frequency and cost, and dif-
ferences in use between the dialysis and transplant populations. » Figure 11.1; see page
445 for analytical methods. Period prevalent ESRD patients. Includes Part p.
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PPPY expenditures ($, in thousands)

Total Medicare costs for ESRD patients increased 6.1 percent
between 2009 and 2010, compared to a 2.0 percent increase in
costs per person per year. This growth was lower than that seen
in 2009, at 7.6 and 5.3 percent, respectively.

In 2010, 38 percent of Medicare’s ESRD dollars were spent on
inpatient services, 34 percent on outpatient care, 21 percent on
physician/supplier costs, and 7.2 percent on Part b prescription
drugs. Part D costs for ESRD patients reached $1.92 billion in
2010, 11 percent higher than in the previous year.

Total Medicare expenditures for peritoneal dialysis patients
rose 7.8 percent in 2010, compared to increases of 5.8 and

COSTS OF_ESRD

2.5 percent for hemodialysis and transplant, respectively. Costs
reached $23.6 billion for hemodialysis, and $1.28 and $2.8 bil-
lion for peritoneal dialysis and transplant.

Per person per year Medicare ESRD costs rose just 1.4 and
1.7 percent for hemodialysis and peritoneal dialysis in 2010,
to $87,561 and $66,751, while transplant costs fell 1.1 percent,
to $32,914. » Figures 11.4—7; see page 445 for analytical methods. Total
Medicare ESRD costs from claims data; includes all Medicare as
primary payor claims as well as amounts paid by Medicare as
secondary payor (11.4-5). Period prevalent ESRD patients; patients
with Medicare as secondary payor are excluded (11.6-7).
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Inpatient/outpatient costs per person per
year (ppPY) for MarketScan patients with
a transplant during 2010 rose 4.3 percent
from the previous year, to $151,190,
54 percent more than the $97,935
incurred by their Medicare counterparts,
for whom costs fell 1.0 percent. Costs for
MarketScan patients with a functioning
graft in 2010 were 3.0 percent lower than
in 2009, at $33,101 — 2.8 times higher,
however, than the $11,975 reported for
Medicare patients.

In 2010, physician/supplier PPPY costs
for patients with a transplant during
the year fell 4.3 percent for MarketScan
patients, to $18,396; costs for their Medi-
care counterparts fell 2.2 percent, to
$18,308. » Figure 11.8; see page 445 for analytical
methods. Medicare: period prevalent ESRD
patients; MarketScan: period prevalent
ESRD patients age 64 & younger.

Of the $2.8 billion spent in 2010 on
injectables for dialysis patients, EsAs
accounted for 67 percent, or $1.87 bil-
lion. The proportions of total costs for v
vitamin D, 1v iron, and other injectables
were 18.5, 10.9 and 3.8 percent, or $519
million, $304 million, and $106 million,
respectively. PPPY costs for Feraheme,
an 1v iron injectable introduced in 2009,
reached $1,293 in 2010, compared to $974
for INFeD. » Figures 11.9—10; see page 445 for
analytical methods. Period prevalent dialy-
sis patients.

Per person per year costs for erythro-
poiesis stimulating agents (Esas) and
1v iron, and costs for 1v vitamin D, both
show a distinct geographic pattern, with
costs highest along the Gulf Coast and
the Eastern Seaboard, and lowest in the
western half of the country. Costs aver-
age $7,703 and $1,630, respectively, in the
upper quintile. » Figure 11.11; see page 445 for
analytical methods. Period prevalent dialysis
patients, 2010; unadjusted.
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In the prevalent dialysis population, per
person per year (PPPY) costs for labora-
tory tests in 2010 were slightly higher
for whites than for blacks/African
Americans, at $1,825 and $1,775, respec-
tively. Costs for erythropoiesis stimu-
lating agents (ESAs) were 14.7 percent
higher for blacks/African Americans
than for whites, at $6,423 and $5,600.
IV iron costs were similar among
whites and blacks/African Americans,
at $804 and $826; 1v vitamin D costs,
in contrast, were 73.5 percent higher
in blacks/African Americans than in
whites, at $1,592 and $918. Overall prpY
costs for 1v antibiotics remained stable
between 2009 and 2010, at just over $13.
Costs for all other injectables were $197
ppPY overall and $224 and $167, respec-
tively, in whites and blacks/African
Americans. » Figures 11.13—18; see page 445
foranalytical methods. Period prevalent dialy-
sis patients.
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racial differences | matched & unmatched dialysis populations
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Since peritoneal dialysis (PD) patients are younger than hemo-
dialysis patients and have less comorbidity, we developed a
matched hemodialysis (HD) population, thus allowing direct cost
analyses. Hemodialysis patients matched to the pp population
generally have costs similar to those of the unmatched patients.
In 2010, per person per year (PPPY) outpatient dialysis expen-
ditures were 5.1 percent higher in blacks/African Americans
than in whites, at $31,651 and $30,106, respectively. By modal-
ity, costs for hemodialysis are generally 24-25 percent higher
than those sustained by peritoneal patients in both matched and

unmatched populations.
PPPY costs for laboratory tests are greater in both matched
(hemodialysis to peritoneal dialysis) and unmatched hemo-
dialysis populations compared to those

PPPY expenditures for ESAs, by
dialysis modality & race, 2010

for patients on peritoneal dialysis. In
unmatched populations, for exam-
ple, costs for hemodialysis patients
are 4.0 percent greater for whites, and

[ white
I BIk/Af Am

All dialysis  AllHD

4.2 percent greater for blacks/African
Americans. In matched populations,
costs are 2.6 and 4.2 percent greater,
respectively.

Costs for erythropoiesis stimulating
agents (Esas) are higher for hemodialy-
sis patients than for peritoneal dialysis
patients, and higher in blacks/African
AlIPD  HD matched Americans than in whites. In unmatched

toFfb populations, EsA costs for hemodi-
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Total Part D net costs for dialysis and transplant patients in 2010
reached $1.5 billion and $306 million — 2.6 and 0.5 percent of
total Medicare Part D costs, respectively. » Figure 11.26; see page
445 for analytical methods. Part p-enrolled general Medicare patients
from the 5 percent sample & period prevalent dialysis & trans-
plant patients, 2010.

COSTS QF ESRD
Medicare part D costs

Costs for Part D medications in general Medicare and trans-
plant patients represent a nearly equal portion of their overall
Medicare costs, at 11.1 and 11.0 percent, respectively. Costs for
dialysis patients, in contrast, are just 6.1 percent of their total
Medicare expenditures. » Figure 11.27; see page 445 for analytical meth-
ods. Part p-enrolled general Medicare patients from the 5 percent
sample & period prevalent dialysis & transplant patients, 2010.
Values are Part D costs as percent of total Medicare costs.
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Per person per year (PPPY) net Part D costs are much higher for L1s and non-L1s EsSRD
patients than costs incurred by patients in the general Medicare population. Among
dialysis and transplant patients with the L1s, for example, net Part D costs in 2010 were
$7,424 and $6,407, respectively, compared to costs of $3,985 in the general Medicare
population. In patients with no Lis, Part b costs were noticeably lower, at $2,133 for
dialysis, $1,978 for transplant, and $1,010 in the general population.

Out-of-pocket Part D costs for patients with Lis status are a fraction of those
realized by patients without the Lis, at 1.7-2.8 percent of net costs compared to
65-68 percent. » Figure 11.29; see page 445 for analytical methods. Part p-enrolled general Medi-
care patients from the 5 percent sample & period prevalent dialysis & transplant patients,
2010. Net pay is estimated as the sum of Medicare covered amount & LIS amount.
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Overall, Part B medications account for
10.1 percent of per person per month
(pppM) Part A and B costs. Costs for
branded medications far exceed those
for generics. Branded medication use
averages 1.8 prescriptions per month, at
a cost of $465.19, while PMPM costs for
an average 4.3 generic prescriptions are
$96.12.

For branded and generic medications,
average prescriptions per month vary
little by age. Medication use is slightly
less in younger populations, yet costs per
month are generally higher. By gender,
prescriptions for branded and generic
medications average 1.7 and 4.1, respec-
tively, per month in males, and 2.0 and
4.6 in females.

Average prescriptions per month
for branded medications are highest in
Asians, at 2.2, and with costs of $521.27;
whites tend to use more generic drugs,
averaging 4.6 prescriptions per month at
a cost of $98.11. » Table 11.a; see page 445 for
analytical methods. Medicare Part p-enrolled
period prevalent dialysis patients with
Medicare as primary payor.
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vol 2 Variation in total Medicare per person per month (PPPM) spending & number of
1 .d  monthly Part D prescriptions, by age, gender, race, ethnicity, & LIS status, 2010
PartD Branded Generic
PartsA&B PartB  branded med med med Generic med
N non-drug($) drug($) N/month $/month N/month $/month  Total $
All 250,140 6,303 713 1.8 465.19 4.3 96.12 7,577
LIS 192,156 6,393 724 2.0 550.04 4.5 110.90 7,778
Non-LIS 57,984 5,979 673 1.3 158.65 3.8 42.74 6,854
20-44 38,026 5,496 771 1.5 565.78 3.7 99.42 6,932
LIS 35,999 5,548 776 1.6 589.06 3.8 102.97 7,017
Non-LIS 2,027 4,546 672 0.6 140.67 2.3 34.61 5,393
45-64 100,270 6,063 734 1.9 540.10 4.4 104.03 7,441
LIS 86,024 6,161 736 2.1 597.73 4.6 114.00 7,609
Non-LIS 14,246 5,446 716 1.1 177.28 3.4 41.26 6,381
65-74 60,404 6,749 698 1.9 389.99 4.6 91.14 7,928
LIS 40,062 7,050 705 2.2 495.18 4.8 112.77 8,363
Non-LIS 20,342 6,103 685 1.4 164.49 4.0 44.77 6,997
75+ 50,212 6,969 639 1.8 305.65 4.5 82.02 7,996
LIS 28,858 7,359 646 2.1 420.49 4.8 109.42 8,535
Non-LIS 21,354 6,411 630 1.4 140.98 4.0 42.73 7,224
Male 129,428 6,123 692 1.7 457.50 4.1 92.16 7,365
LIS 95,206 6,178 697 1.9 556.53 4.2 108.54 7,541
Non-LIS 34,222 5,955 674 1.2 154.49 3.6 42.05 6,825
Female 120,709 6,497 735 2.0 473.46 4.6 100.38 7,806
LIS 96,948 6,606 750 2.1 543.59 4.8 113.24 8,013
Non-LIS 23,761 6,014 672 1.4 164.59 4.1 43.74 6,894
White 136,403 6,394 669 1.9 433.81 4.6 98.11 7,595
LIS 92,403 6,520 675 2.2 552.28 4.9 121.26 7,869
Non-LIS 44,000 6,105 656 1.4 163.72 4.1 45.32 6,970
Blk/Af Am 97,281 6,288 787 1.7 501.42 4.0 94.10 7,670
LIS 85,386 6,367 793 1.8 550.18 4.1 102.05 7,812
Non-LIS 11,895 5,702 746 0.9 141.71 3.0 35.46 6,625
Asian 11,405 5,735 598 2.2 521.27 4.1 97.37 6,952
LIS 9,816 5,809 600 2.3 576.99 4.3 106.78 7,093
Non-LIS 1,589 5,260 584 1.4 159.68 3.2 36.32 6,040
Other 5,051 5,611 608 1.7 421.43 3.8 83.17 6,723
LIS 4,551 5,686 612 1.8 448.83 3.9 88.40 6,835
Non-LIS 500 4,903 568 1.3 162.45 3.2 33.73 5,667
Hispanic 39,302 6,255 615 2.0 477.93 4.1 98.20 7,446
LIS 35,525 6,322 618 2.1 514.24 4.2 104.41 7,559
Non-LIS 3,777 5,595 590 1.1 122.98 3.2 37.48 6,345

Medicare part A, B, & D costs
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vol 2 Medicare Parts B & D per person per month costs ($) for ESRD-related ESAS, iron, vitamin D, and other inject-
b medications, by age, gender, race, ethnicity, & LIS status, 2010 ables were included in the bundle as of
January 1, 2011; calcimimetics and phos-
PartB partD Phate binders, currently in Part b, will be

ESAs  Iron VitaminD Other OralvitD Phos.binder Caldmimetics Total | included onJanuary, 2014.
In 2010, erythropoiesis stimulating

Al s07.22 6861 10377 1078 2052 331.92 9910 115092 agents (Esas) accounted for nearly
LIS 516.73  68.71 108.60 10.96 34.38 395.65 118.98 1,254.01 .
Non-LIS 472.84 68.26 86.30 10.15 11.95 101.66 27.27 778.43 7,5 percent of ppPM Part B me(‘llca_

20-42 5653 66,65 11336 1154 S8.25 42830 753.85 1.408.48 tion c.osts., at $507.22; costs for iron
Us 6033 6710 11392 1198 6013 46713 150.01 1144030 and vitamin D were $68.61 and $103.77,
Non-LIS 487.21  58.32 103.10 7.20 23.94 104.51 43.27 827.55 respectively.

45-64 520.86 68.48 112.66  10.30 31.57 392.74 120.10 1,256.71 Younger patients have higher costs
Lis 52330 6002 11443 10.41 3432 43674 132.06 1,321.18 for EsAs and vitamin D, while the reverse
Non-LIS 50548 6513 10150  9.61 1424 11573 39.12 8so81 | is true for iron. By gender, women tend

65-74 49610 69.93 9879  10.25 18.95 260.33 6888 102324  to have higher PPPM costs for EsAs com-
Lis 503.33 7017 10480 1046 21.93 332.58 8881 113200 | pared to men, but costs for iron and vita-
Non-LIS 48061  69.43 8591 977 12.56 105.44 26.16 789.88 | min D are comparable.

75+ 45325 6955 8307 1127 11.81 188.03 44.56 861.53 By race/ethnicity, costs for Esas are
Lis 462.90  68.85 89.69 1130 14.22 258.37 63.20 96852 | highest in blacks/African Americans,
Non-LIS 439.40  70.56 73.58 11.23 8.36 87.15 17.82 708.11 at $553.09, compared to costs of $481.58,

Male 485.87 68.63 104.60 8.62 20.04 340.24 99.00 1,136.00 $430.24, and $436.33 in whites, Asians,
LIS 490.44  68.39 110.10 8.81 34.50 418.33 122.88 1,253.44 and Hispanics.

Non-LIS 471.91 69.35 87.76 8.03 12.32 101.31 25.96 776.65 . .
For Part D medications, PPPM costs

Female 530.15 68.59 102.88 13.11 30.03 322.98 99.20 1,166.95 . .

LIS 542.86  69.02 107.12  13.10 34.26 373.13 115.11 1,254.59 overall are hlgheSt f:OI. phospate bind-
Non-LIS 47416  66.71 84.21 13.16 11.42 102.15 29.15 780.97 ers, at $391.92, while those for oral

White 48158 68.35 8051 11.99 2701 315.60 7437 1,060.41 vitamin D and calcimimetics are $29.52
LIS 489.76  68.20 84.16 1238 34.69 408.71 96.24 1,194.13 and $99.10, reSPeCtiVelY- Costs for phOS-
Non-LIS 462.95 68.60 7219 11.09 12.48 103.61 2452 755.53 phate binders tend to be highest in older

BIk/Af Am 553.00 7063 13699  9.66 31.36 339.97 132.88 1,274.58 patients, males, and Asians and His-
Lis 557.98 7085 13727 10.03 3430 373.88 14504 133026 | panics. » Table 11.b; see page 445 for analytical
Non-LIS 51698  68.99 13497 691 9.62 89.78 3655 86379 | methods. Medicare Part p-enrolled period

Asian 43024  57.56 79.52 745 3616 44051 8494 113638 |  prevalent dialysis patients with Medicare
LIS 433.77 57.97 81.16 7.09 39.06 486.78 94.32 1,200.14 as primary payotr.

Non-LIS 407.28  54.88 68.90 9.78 17.39 140.29 24.09 722.62

Other 426.61 60.31 92.38 9.91 19.28 340.89 91.20 1,040.57
LIS 430.21  60.54 93.43 9.44 20.29 364.82 97.58 1,076.30
Non-LIS 392.56  58.12 82.51 14.38 9.75 114.76 30.87 702.94

Hispanic 436.33  64.24 91.64 6.80 30.05 386.45 81.14 1,096.65
LIS 438.59  64.26 92.14 6.94 32.18 416.55 87.47 1,138.13
Non-LIS 414.32  64.07 86.75 5.45 9.16 92.15 19.25 691.15
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OVERALL COSTS OF ESRD & INJECTABLES
ESRD spending, by payor, 2010 (Figure 11.1)
» Medicare paid - $29.6 billion » Medicare patient obligation - $4.7 billion
» Medicare HMO - $3.4 billion » non-Medicare - $9.8 billion

total Medicare dollars spent on ESRD, by type of service, 2010 (Figure 11.5)
» overall - $28.7 billion
» inpatient - 38% » outpatient - 34% » physician/supplier - 21% » PartDp - 7%

total Medicare expenditures for ESRD, by modality, 2010 (Figure 11.6)
» hemodialysis - $23.6 billion » peritoneal dialysis - $1.28 billion » transplant - $2.8 billion

total Medicare expenditures per person per year, 2010 (Figure 11.7)
» hemodialysis - $87,561 » peritoneal dialysis - $66,751 » transplant - $32,914

total Medicare spending for injectables, 2010 (Figure 11.9)
» overall - $2.8 billion » erythropoiesis stimulating agents - $1.87 billion » 1v vitamin D - $519 million
» IV iron - $304 million » other injectables - $106 million

RACIAL DIFFERENCES IN SPENDING
total per person per year outpatient expenditures, 2010 (Figure 11.12)
» overall - $30,679
» white - $30,106 » black/African American - $31,651 » other race - $29,834

per person per year outpatient expenditures for erythropoiesis stimulating agents, 2010 (Figure 11.14)
» overall - $5,875
» white - $5,600 » black/African American - $6,423 » other race - $4,987

per person per year outpatient expenditures for 1v vitamin D, 2010 (Figure 11.15)
» overall - $1,178
» white - $918 » blacks/African American - $1,592 » other race - $957

MATCHED & UNMATCHED DIALYSIS POPULATIONS
total per person per year outpatient expenditures, 2010 (Figure 11.19)

all dialysis » white - $30,106 » black/African American - $31,651

HD matched to PD » white - $30,620 » black/African American - $32,092

MEDICARE PART D COSTS
total Part D ESRD costs, 2010 (Figure 11.26)
» dialysis - $1.52 billion » transplant - $305 million

per person per year Part D net & out-of-pocket costs, 2010 (Figure 11.29)

net costs, LIS » general Medicare - $3,895 » dialysis - $7,424 » transplant - $6,407
net costs, no LIS - $1,010 - $2,133 - $1,978
out-of-pocket costs, LIS - $110 - $122 - $139
out—of—pocket costs, no LIS - $688 - $1,382 - $1,352

COSTS OF ESRD
summary
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