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Letter From the President
On behalf of VGM & Associates, thank you for downloading Industry Snapshots: Forecasting 2018.   
This is the first in a series of comprehensive resources that will highlight issues, trends and opportunities 
facing the durable medical equipment, prosthetics, orthotics and supplies (DMEPOS) community in 2018. 

As you know, 2017 was a year of resilience amid continued uncertainty within our industry. Consolidation, 
Secretary Price’s resignation, competitive bidding and the regulatory environment dominated the headlines. 
However, the DMEPOS community remained forged together and resilient to pave a pathway for the aging 
population to live at home safely and independently. 

In 2018 there is little debate that change and uncertainty will continue. But, where there’s a threat, a great 
opportunity awaits. I have no doubt that providers will step up their pursuit of efficiencies to improve 
performance and offset risks. Commonplace jargon-laden conversations such as “operational efficiencies” or 
“driving down cost” will be replaced with action. Those who are flexible, adaptable and determined to evolve 
will become industry champions.

Today’s DMEPOS market is complex and challenging. Despite these challenges, opportunities for growth exist 
and will become more prevalent in the near future. Projections by the Census Bureau estimate the number 
of adults ages 65 and over could increase to more than 71 million in 2030 and hit 88.5 million by 2050.  This 
uniquely positions our industry to help improve the quality of life for more patients than ever before. 

VGM is here to help. Our thought leaders, who created the content for the playbook, will continue to be your 
source for important industry updates, education and solutions to strengthen your business for 2018 and 
beyond. This playbook is designed to help you identify and focus on the issues that will affect you most. We 
look forward to working with you and providing insight and networking opportunities, which will continue to 
shape and grow your business.

Once again, thank you for taking time to review our first installment of the 2018 series of playbooks. If you 
have any questions or if I can be of any service, please don’t hesitate to contact me directly.

Kindest Regards,

Clint Geffert, President
VGM & Associates

Clint.Geffert@vgm.com
319.874.6990 office

281.734.3391 cell
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Mega Trends Impacting Post-Acute Health Care

“These forces are reshaping the health care landscape and 
re-defining how all the players, from payers to providers to 
manufacturers, must adapt to drive growth. The American 
health care system is undergoing massive change. From 
transformational policies to disruptive legislation to 
groundbreaking medical advances, powerful forces are 
coming together to recreate the health care environment.”

Mark Higley, VP, VGM Regulatory Affairs
mark.higley@vgm.com

Looking at the legislative, regulatory, technological, 
medical, and market changes converging to re-invent 
post-acute health care, we have identified several 
“mega trends” that will impact how home medical 
equipment (HME) industry leaders need to manage 
their organizations in the decade ahead. Here are 
several that are – or will – affect the HME industry:

• Consumers Take Charge. As patients take 
more control over their care, we’ll see fast 
growth in home-based self-care, as well as self-
monitoring technologies. Initiatives such as “pay 
for performance” and “patient-centered medical 
home” will further spur the self-care trends.

• Cash vs. Reimbursement. As CMS works overtime 
to drive down Medicare funding for home medical 
equipment, a key way providers can increase cash 
flow is through increasing retail sales revenue. 
There are a host of high and low-price products for 
which patients are willing to pay cash. And, there 
are many patients of means willing to pay cash for 
traditionally funded items because they want them 
right away and can afford them.

• More with Less: From Volume to Value. Across 
the board, stakeholders will need to support 
higher quality, better outcomes, and greater 
patient satisfaction—all while reducing costs. 
“Value” will be a central focus. Payers will transition 
to more innovative payment mechanisms, and 
reimbursement based on quality metrics is within 
the not-too-distant future for HME providers.

• Health Care Everywhere. Driven by the rise of 
new technologies, experts anticipate that, over the 
next decade, as much as 50 percent of health care 
will move from hospitals and clinics to homes and 
communities. From smartphones to social media 
to sensors, new tools are empowering consumers 
with more information and control over their health 
care decisions—and providers with more options 
for where and how they treat their patients.  

• The New Aging. The U.S. health care system will 
soon need to cope with a dramatically growing 
group of older Americans and find innovative ways 
to deal with the medical and functional needs of an 
aging population. 

Today 20302020

51.4M
6.6M

71M85+
population

65+
population

65+
population

20 YEARS
Over the next

baby boomers will retire.
74 MILLION
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2018 Outlook – Home Modification Market Place

“2018 will be a building year as the industry continues to 
evolve. During that time we should continue to work to 
professionalize the industry through better credentials 
and training, find effective marketing that breaks down the 
stigma of purchasing aging in place or accessibility products, 
and build support for this year’s version of HR 1780.” 

Jim Greatorex, VP, VGM Live at Home
jim.greatorex@vgm.com

Opportunity is the key word for the home modification 
market outlook for 2018. The revenues will grow, but 
the big question is who will capture the growth. The 
revenue streams for home mods currently come from 
four categories: 

• State waiver programs 

• Workers’ compensation 

• Veterans Affairs 

• Private pay

Ironically, we find that most service providers are 
highly focused on the three third-party sources, 
spending less time on becoming a player in the cash-
pay field. This is despite the fact that revenues in the 
government and comp categories are growing far 
more slowly than we see in the private pay market. 
In order to grow in the third-party payer world, a 
company, in most cases, must steal business away 
from someone. The private pay market is vastly 
underserved and will grow rapidly for the marketing 
entrepreneur who can execute at a high level.

Additionally, HR 1780, The Senior Accessible Housing 
Act, did not receive any serious consideration last 
year as the industry was not yet ready to unite behind 
it. The bill proposes that anyone over the age of 65 

could use up to $30,000 of retirement funds on home 
safety products and modifications and receive a tax 
credit for it. Many industries have interest in this bill’s 
passage, and strategies are being put forth to forward 
support. Demographics and fall injury statistics for 
people over the age of 65 require that the country find 
affordable solutions. We will provide paths to help you 
take action.
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Changing Landscape of Payers

“The good news is health care isn’t going anywhere. But, it will 
change. Providers will need to engage in more active dialogue 
with payers. Know what their goals are and what’s important to 
them. Ultimately, providers can best prepare for these changes 
by doing the very thing many of them got in the business to do 
in the first place—be the support for patients.” 

Craig Douglas, VP, VGM Payer and Member Relations
craig.douglas@vgm.com

The potential for changes in how providers and payers 
interact in 2018 is staggering. One of the biggest, or 
at least the one with the most impact, is something 
providers have already been dealing with—the 
continuing changes to reimbursements. Providers can 
also expect payers to continue promoting both cost-
cutting measures as well as value-based care. 

The impacts of other changes, such as the mergers 
between CVS and Aetna or Humana and Kindred, 
are yet to be known. The CVS-Aetna deal alone has 
the potential to completely reshape the health care 

industry, as the two companies together touch most of 
the basic health care services people use. Some argue 
deals like these could offer a net benefit for customers, 
while critics say the number of choices in health care 
could decline sharply. 

Providers will likely need to continue to find ways to 
do more with less. This could mean changing products 
or levels of service, increasing or adding cash sales 
efforts, and approaching more payers.

$69
BILLION

MERGER
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Opportunities Abound in HME

“Today’s HME market is a complex and challenging 
environment. Shifting sands are requiring us to change, 
to do things differently, to re-prioritize and to focus. But 
opportunities abound.”

Mark Higley, VP, VGM Regulatory Affairs
mark.higley@vgm.com

Those serving the HME space face many daunting 
challenges. But, we do so in a market that is growing 
in dollars and growing much faster than almost every 
other segment of our economy. 

CMS’ Office of the Actuary has updated its National 
Health Statistics for 2016. A few interesting statistics 
about HME:

• The annual growth rate across all HME categories 
will average about 6 percent a year for the next 
several years.

• In 2022, unit growth and demand will result in total 
HME spend being nearly 30 percent greater than 
the HME spend in 2017.

• The increase in HME spend in 2018 over 2017 – 
in terms of total dollars spent – will be a greater 
increase than in any year in the past decade.

• To gain perspective, looking at five years ago 
vs. five years from now shows Medicaid as the 
payer source that will have grown the most by a 
fair margin. Private health insurance also grows 
proportionately. Medicare shrinks in proportion. In 
other words, Medicaid and private health insurance 
become more important to HME providers than 
they have been in the past.

The U.S. Census Bureau estimates the number of 
adults aged 65 and over could increase to more than 
71 million in 2030 and hit 88.5 million by 2050. 

The market for treatment of obesity, COPD, obstructive 
sleep apnea, diabetes, and other chronic conditions 
continues to expand. This uniquely positions our 
industry to help improve the quality of life for more 
patients than ever before.
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Cybersecurity in Health Care

“Everyone needs to be diligent in protecting their 
identities—both at home and at work. Countries are using 
technology against each other, our own government 
agencies are being hacked on a regular basis, and large 
corporations that are paid to protect us, such as Equifax, 
are being hacked more frequently.” 

Carol Albaugh, Technical Solutions Consultant
VGM Secure Tech Solutions
carol.albaugh@vgm.com

2017 saw the health care industry become the number 
one target for cyberattacks. Unfortunately, this is 
unlikely to change in 2018. Not only will there be more 
breaches in the coming year, the breaches we see will 
be larger. 

To put this into perspective, consider ransomware—a 
type of malware that restricts access to files, typically 
threatening to destroy the data unless a ransom 
is paid. These attacks alone cost organizations 
a combined $325 million in 2015. That number 
increased to more than $5 billion in 2017.

Part of the reason for the marked increase is simply 
that ransom amounts paid have spiked. While 
historically business or health system ransom 
payments have been in the $15,000-30,000 range, 
recent payments are closer to $200,000. 

Ransomware is just one type of breach, however. 
By 2019, it’s estimated that 40 percent of health 
care facilities will use biosensors. Advancements in 
technology like this are exciting, but with a growing 
internet of things (IoT), including devices such as smart 
TVs, thermostats, baby monitors and wearables, the 
opportunities for hackers increase as well. Fortunately, 
there are steps you can take to reduce your risk.

DON’T BE A VICTIM OF A CYBERHEIST

Never insert an 
unknown USB stick 

in your computer

Never use a post-it 
note for storing 
your passwords

Never open email 
attachments 

you didn’t ask for

Always lock 
your workstations
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The Opportunity in Outcome Measurement

“What we’re talking about when we discuss outcome 
measurement is providing people with proper care. By 
simply collecting data, we can create individualized 
care pathways to help with both understanding and 
increased compliance, leading to a better quality of life 
for the patient.”

Dave Lyman, RRT, VP, VGM Respiratory
dave.lyman@vgm.com

As payers continue to focus on value-based care, the 
need to collect objective data in order to measure 
outcomes will continue to trend upward. It’s a big 
change in the way everyone operates, but because 
outcomes are tracked throughout the entire health 
care continuum, it’s also an opportunity. 

Providers are in patients’ homes more than any other 
health care service, putting them in a position to affect 
quality of life for patients as well as costs. Hospital 
admissions and readmissions are costly to everyone. 

For example, in the United States alone, 19.6 percent 
of COPD patients are readmitted within 30 days of an 
initial hospitalization, costing approximately $17 billion 
each year. 

In 2018, providers should continue to build systems 
that house data and have the ability to report 
outcomes. Payers and hospital systems know that if 
they partner with providers who have this service, not 
only do they save money, the patients get better care.  

$49 BILLION
COPD will cost a projected

annually by 2020
51%

70%

are limited in their ability 
to function at work.

say it limits 
physical activity.

In surveyed COPD patients, as many as

Sources: www.chestnet.org and www.who.int
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Tips to Build Your Business with Data in 2018

“HMEs serve thousands of patients and have an expert 
understanding of common challenges of patients for 
most HME products. Marketing additional products and 
services to your current patient base is a great way to 
create an additional revenue stream in 2018.” 

Ryan Ball, Director, VGM Market Data
ryan.ball@vgm.com

Everyone seems to be talking about “big data.” 
Industries across the world, particularly in health care, 
are utilizing data to find greater efficiencies and grow 
their business. 

There is a tremendous amount of data at an HME’s 
fingertips within their electronic medical record (EMR) 
system. Valuing current referral sources is a good 
first step in plotting a growth strategy. HME’s should 
look to rank physicians by volume and trend volume 
quarterly/annually. Engagement strategies should be 
created based on size, opportunity or when referral 
volumes drop from particular physicians. 

Every HME, no matter the product category or 
geographic market, has a competitor. Each of these 
competitors is receiving referrals from physicians. 
Once an HME has maximized value with current 
referral sources, the next step is to find new referral 
sources in their market. Data for targeting referral 
sources is available. It can be used to identify key 
physicians referring a specific product, at what 
volume, and which competitor currently receives the 
business. This type of market intelligence can direct 
sales and marketing resources to the most profitable 
opportunities, ensuring time is spent on high-volume 
physicians instead of low-volume ones. 

Another opportunity exists with current patients. 
Providers who have billed a patient within the past 
15 months have the right to contact the patient to 
discuss their needs. In addition to generating more 
revenue through quality resupply programs for 
products like CPAP masks, there are many products 
that are designed to enhance the user experience 
for the equipment, like a CPAP cleaning device, etc. 
Implementing incremental sales programs has great 
potential for additional profitability.

Existing 
Referral 
Sources

Patient 
Data

Referral 
Source 

Targeting



Industry Snapshots: Forecasting 2018 Tax Bill and Economy  | 11

Tax Bill Predictions

“Overall, I think the tax bill will be positive on most fronts. 
I would doubt there would be a single VGM member 
company, regardless of their structure, that doesn’t 
benefit from the tax changes in some way.” 

Jeff Rummel, CFO, VGM Group, Inc.
jeff.rummel@vgm.com

The recent tax bill passed is the most sweeping 
overhaul of the system in decades, so any predictions 
made should come with heavy disclaimers. The bill 
is simply too large to make too many meaningful 
predictions about its effectiveness overall, and it’s still 
being interpreted. That said, there are a number of 
aspects to the bill that should give those in the health 
care industry reason to be hopeful in 2018. 

Top Corporate Tax Rate Cut from 35 to 21 Percent
This substantial cut should free up money for 
corporations to invest in growth, innovation and 
improvements, and their employees. Keep in mind, 
however, that corporations make up a small portion of 
the tax rule, so we’ll have to see what the net result of 
this cut equates to. 

Pass-through Entities Could Save Big
Perhaps more exciting than the cut to corporate tax 
rates is the potential for pass-through entities to catch 
a break. There are exceptions, but under the new 
rules, owners of pass-through entities could be able to 
take 20 percent off their earnings prior to paying taxes 
on them.

Big News in Bonus Depreciation Rules
Bonus depreciation is being expanded to 100 percent 
for property acquired after Sept. 27, 2017, and placed 
in service before Dec. 31, 2022. And, for the first time 
in history, bonus depreciation will also apply to used 
property purchased. 

35 21
TOP CORPORATE TAX RATE CUT

20
OFF

OWNERS OF PASS-THROUGH ENTITIES

THEIR EARNINGS PRIOR 
TO PAYING TAXES ON THEM

could 
be able 
to take

100PERCENT

BONUS DEPRECIATION IS BEING EXPANDED TO

for property acquired after Sept. 27, 2017, 
and placed in service before Dec. 31, 2022.
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Retail Sales: As Strong and Vital as Ever

“Just like the retail industry, the HME retailer needs to 
evolve. In 2018, look to enhance your store experience, 
database marketing and product selection.”

Rob Baumhover, Director, VGM Retail Services
rob.baumhover@vgm.com

The death of retail is definitely in the press every 
day. Closures, bankruptcies and Amazon dominate 
the news. The data doesn’t necessarily support the 
retail apocalypse, though. The International Council 
of Shopping Centers recently took out a full page 
advertisement in the Wall Street Journal that reminded 
us of that. And, the National Retail Federation reports 
that 78 percent of consumers are shopping at brick 
and mortar stores just as much or more than they did a 
year ago. Retail isn’t dead…it’s just changing. 

Here are some predictions/recommendations for 2018:

• Digital is the new shopping mall. Before the 
internet, we went to shopping malls to find stuff, 
socialize, research trends and understand what 
products are new. Now, we start digitally and then 
go to the physical retail space.  

• You don’t need the latest or greatest social media 
tool. But, you need to figure out where your 
customers are in the digital space and create a 
strategy there that drives traffic to your physical 
space.

• Creating a customer service experience, a product 
mix, and a store feel and look that you can’t find 
anywhere else will bring the customer in the door 
and keep them coming back.

• Data-driven consumer behavior. Using data from 
your marketing tools, product buying and inventory 
habits, and even purchasing and monitoring 
consumer buying habits will help you with all of the 
three previous recommendations combined.

Shopping center
occupancy rate
Retail isn’t 
dead...it’s just 
changing.

Source: International Council of Shopping Centers

For each company that closed a store in 2017, 
2.7 companies opened stores.

Source: National Retail Federation
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The Economy: Health Care and Personnel 

“The political environment, both domestically and 
internationally, is always the number one unknown in any 
economic projection. However, given the current data, 
there is good reason to feel optimistic about 2018.”

Jeff Rummel, CFO, VGM Group, Inc.
jeff.rummel@vgm.com

The economy often sits in a questionable status due 
in large part to the number of variables that have 
a direct impact on its overall health. Following two 
strong quarters of growth in 2017 (the fastest growth in 
three years), 2018 appears primed for steady growth 
throughout. Below are three key changes to watch for 
throughout the year. 

1  MORE SPENDING
The steady economy will likely bring about an increase 
in spending as both businesses and individuals alike 
have renewed confidence. Look for businesses 
to expand and invest in capital improvements and 
personnel. 

2  RECRUITING DIFFICULTIES
The unemployment rate is the lowest it’s been in 
17 years, and it’s expected to fall below 4 percent. 
This is, of course, great news overall, but it also 
means employees will likely feel comfortable in their 
positions, creating less movement in the workforce. 
This means it could become difficult for businesses to 
recruit workers with specific skills. 

3   INCREASED INTEREST RATES
The Federal Reserve is expected to raise interest 
rates three to four times throughout the year to keep 
inflation in check, but these increases will be modest 
as experts anticipate inflation to remain fairly flat 
throughout 2018.
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Government Outlook for 2018

“At the end of the day, providers are employers, small 
businesses, and are depended on by beneficiaries to 
remain in the comfort of their own homes. Opportunities 
for success in 2018 are building off of momentum from last 
year, and with the strong grassroots coalition of providers 
and stakeholders growing stronger, the year is shaping up 
to bring certainty and security to the HME industry.” 

John Gallagher, VP, VGM Government Relations
john.gallagher@vgm.com

2017 brought many HME providers some relief with 
a retroactive six-month CURES Act adjustment. 
Yet, reimbursement cuts still resulted in significant 
uncertainty for urban and rural providers as the 
future parameters for the competitive bidding (CB) 
program have remained largely unknown. Amidst the 
uncertainty, there were positive, actionable legislative 
and regulatory items introduced that likely set the 
stage for success in 2018.

Bipartisan support for HME in Congress has continued 
to grow as the industry has gained several advocates 
who consistently support reforms to the CB program. 
With this broad support, HME issues are garnering 
attention in committee hearings, the media, and larger 
health care discussions as a whole. The industry is 
now being viewed as it should: as a professional 
industry that requires expertise and extensive training 
to provide vital care to patients in the home.

Other areas of the health care industry bring 
opportunities for success on Capitol Hill in 2018:
• Legislation to bring consistent policy for complex 

rehab technology accessories and CB
• Reforms strengthening the orthotic and prosthetic 

community
• Closing a gap in coverage for home infusion 

reimbursement
• Home modification tax credits for safety upgrades 

to seniors
• Women’s health care legislation including the 

Lymphedema Treatment Act and H.R. 2925, which 
would allow wigs to be covered as DME under 
Medicare

At the state level, there are several reimbursement 
threats to providers. As federal funds to Medicaid 
programs are reduced as a result of the 21st Century 
Cures Act, states will need to ensure reimbursements 
are sustainable to prevent patient accessibility issues.

Protect Medicaid rates 
from trickle-down of 

harmful federal policy

Add strong advocates 
on Capitol Hill

Advocate for reform 
to competitive 

bidding program

Continue providing 
industry-leading 

education 
to providers

Fight for sustainable 
reimbursement rates 

for rural providers

2018 PRIORITIES
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Proactive vs. Reactive: A Tale of Two Fees

“Our clients with the most robust compliance programs 
still only spend 2-4 percent of their budget on compliance 
activities. The benefits of being proactive as opposed to 
reactive far outweigh the costs.”

Wayne van Halem, CFE, AHFI 
President, The van Halem Group
A division of VGM Group, Inc.
wayne@vanHalemGroup.com

The DME industry is historically reactive when it comes 
to compliance, likely because the focus of regulatory 
oversight is constantly changing and overwhelming. 
What is consistent is intense oversight resulting in 
significant issues for suppliers who are caught off 
guard when the government performs an audit and 
finds errors that result in claim denials, overpayments 
or even payment suspensions. 

In 2017, both the Department of Justice (DOJ) and 
the Office of Inspector General (OIG), in an effort 
to determine the most appropriate consequences, 
released guidance on how they would be evaluating 
a company’s compliance program once issues were 
identified. The DOJ even went as far as hiring counsel 
for this sole purpose. This signifies, now more so 
than ever, providers should focus on improving their 
compliance program.  

The government views compliance as a public/
private partnership. While they have responsibility in 
protecting the trust fund, we share in that responsibility 
when requesting funds from it. Providers accepting 
government funds must have a comprehensive 
compliance program, which includes policies and 
procedures, risk assessments, education, internal 
auditing and monitoring. Those who do not are 
considered negligent. 

Many providers “think” they have a comprehensive 
compliance program or they do enough to make sure 
claims are accurate, but the reality is they’re living 
with a false sense of security and are often caught 
off guard when compliance issues arise. To add insult 
to injury when that does happen, the cost they could 
have spent proactively would have been a fraction of 
the amount paid to resolve the issues.
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