HEALTH POLICY CENTER

N

RESEARCH REPORT

The Medicare Advantage Quality
Bonus Program

High Cost for Uncertain Gain

Laura Skopec Robert A. Berenson
June 2023

EE S A BRI
[ U- D BEP 2% Rl
1 ] R > A BN
@ HU I SN BN

INSTITUTE



URBAN

INSTITUTE

ABOUT THE URBAN INSTITUTE

The Urban Institute is a nonprofit research organization that provides data and evidence to help advance upward
mobility and equity. We are a trusted source for changemakers who seek to strengthen decisionmaking, create
inclusive economic growth, and improve the well-being of families and communities. For more than 50 years, Urban
has delivered facts that inspire solutions—and this remains our charge today.

Copyright © June 2023. Urban Institute. Permission is granted for reproduction of this file, with attribution to the
Urban Institute. Cover image by Tim Meko.



Contents

Acknowledgments

The Medicare Advantage Quality Bonus Program

Introduction

Data and Methods

Background
What Is the Purpose of the MA Star Rating System?
How Does the MA QBP Work?
Why Does the QBP Matter?

Findings
Overview of the Measures and How They Are Scored

Problems with the MA QBP
Score Inflation
Measures of Beneficiary Experience Do Not Permit Distinction across MA Contracts
Problems with Underlying Measure Sets
The QBP Does Not Measure Performance at the Local Level
Administrative Effectiveness Measures Do Not Target the Major Issues with MA
Beneficiaries Do Not Use Star Ratings to Make Choices
Insurers Receive Substantial Rewards for Average Performance

Potential Reforms to the QBP
MedPAC Recommendations and Potential Refinements
Congressional Action Is Needed

Conclusion

Appendix A

Notes

References

About the Authors

Statement of Independence

10
10
13
13
14
16
19
20
20
21
21
22
24
24

26
27
29
32
33



Acknowledgments

This report was supported by Arnold Ventures. We are grateful to them and to all our funders, who

make it possible for Urban to advance its mission.

The views expressed are those of the authors and should not be attributed to the Urban Institute,
its trustees, or its funders. Funders do not determine research findings or the insights and
recommendations of Urban experts. Further information on the Urban Institute’s funding principles is

available at urban.org/fundingprinciples.

The authors thank Lee-Lee Ellis, Bowen Garrett, Adele Shartzer, and Stephen Zuckerman for their

thoughtful comments.

iv ACKNOWLEDGMENTS


http://www.urban.org/fundingprinciples

The Medicare Advantage Quality
Bonus Program

The Medicare Advantage (MA) quality bonus program (QBP) was established by the Affordable Care
Act (ACA) as part of a package of MA reforms. Taken together, these reforms were expected to reduce
payments to MA organizations. However, the expected cost savings from the reforms have not
materialized, partly because well over half of MA plans are now receiving bonuses for “high
performance” on the star ratings measures that underlie the QBP. Unlike other Medicare pay-for-
performance programs, the QBP is upside-only, meaning it does not assess penalties on low-performing
MA contracts. There is growing concern among policymakers that the QBP overpays MA organizations
and does not achieve its goal of encouraging quality improvement and helping beneficiaries select plans.
Although policymakers’ attention to overpayments has focused mostly on gaming of the risk adjustment
system, the QBP contributes substantially to overpayment and needs reform. For example, the
Medicare Payment Advisory Commission (MedPAC) has recommended replacing the QBP with a value
incentive program that would balance penalties and bonuses equally while focusing more on local
population health (MedPAC 2023).

In this report, we provide an overview of the QBP and its role in the MA payment system, describe
the star ratings measures and how they are scored, and explore the shortcomings of the QBP through a
literature review and analysis of the 2023 MA star ratings data and related MA enrollment data. Given
the evidence that MA plans upcode to obtain better risk adjustment scores, we consider whether plans
can also “game” the star ratings. We conclude with a discussion of potential reforms to the QBP,

focusing on MedPAC’s QBP replacement proposal.
Our key findings include the following:

= While clinical quality measures account for over half of the measures used in the star rating
system, after weighting, about two-thirds of a contract’s star rating is determined by

beneficiary experience and administrative effectiveness.

»  Measures of beneficiary experience do not permit meaningful distinctions across MA
contracts.
»  Administrative effectiveness measures do not target important deficiencies regulators

have identified within MA organizations.

=  The star rating system and the QBP suffer from many problems, including the following:



»  score inflation, which results in overly generous bonuses

» limitations in underlying data sets, which lead to measures focused on the needs of younger
and healthier beneficiaries rather than beneficiaries facing serious iliness

»  performance is not measured at the plan or local level, limiting the usefulness of star
ratings for beneficiaries

» contrary to the QBP’s goals, beneficiaries typically do not use star ratings when selecting

plans

=  MedPAC’s suggested replacement for the QBP would rely on a small set of population health
measures to determine MA plan quality at the local level. It would also assess rewards and

penalties to make the program budget neutral.

=  MedPAC’s suggested replacement has merit, but we would adjust the approach to focus more
on protecting beneficiaries from poor plan administration rather than attempting to measure
MA contracts’ effects on clinical quality and population health, which largely reflect provider
performance rather than MA organizations’ contributions. While MA plans can choose
providers for their networks, many plans are broad-network PPOs and HMOs that do not

narrowly tailor their networks to include higher-performing providers.

Pay-for-performance programs have largely not achieved their goals (McWilliams 2022; Richman
and Schulman 2022; McGlynn 2020; Rosenbaum 2022), and the QBP is no exception. Major changes to
the MA QBP are needed to create a program more aligned with the goals of helping beneficiaries make
informed choices and encouraging MA organizations to improve performance. Reforming the QBP
could also help reduce Medicare spending, extending the life of the Medicare Hospital Insurance trust
fund.

Introduction

About half of Medicare beneficiaries were enrolled in MA plans in 2022 (Freed et al. 2022). These
private plans are paid a capitated, per-enrollee rate to offer Medicare coverage, based partly on the
traditional Medicare costs in their local area (see box 1 on page 5). MA organizations are also paid
bonuses for performance on quality metrics as part of the QBP. There are several types of MA plans,
including plans available to all Medicare eligibles, Special Needs Plans (SNPs) that limit enrollment to

those dually eligible for Medicare and Medicaid or with specific chronic conditions, and MA plans
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offered by employers to their retirees. These MA plan types are eligible for bonuses, but we focus our

analysis on the MA plans available to all Medicare beneficiaries.

The QBP has become a significant source of revenue for insurers participating in MA, totaling $10
billion in extra payments in 2022 (Biniek et al. 2022). Inflation in QBP costs has contributed to growing
policy concerns that the QBP and the underlying MA star ratings are not achieving their goals of
encouraging quality improvement among MA insurers and helping seniors make informed plan choices
(MedPAC 2020).

Research has shown that the MA QBP has not been successful at improving quality in the MA
program (Markovitz et al. 2021a; Markovitz et al. 2021b; Layton and Ryan 2015; Meyers et al. 2021a;
Meyers et al. 2021b; Agarwal et al. 2021; Ochieng and Biniek 2022). Evidence also suggests that double
bonuses available under the QBP in counties with low traditional Medicare costs (box 1) resultin
inequitable MA spending and bonuses based on race or ethnicity (Markovitz et al. 2021b). The QBP is
also not aligned with the measures of quality that experts use in research to assess clinical quality in
MA, including mortality rates for specific conditions (Abaluck et al. 2021), inpatient admissions and
readmissions overall for specific conditions (Cohen et al. 2022), or hospice use (Park et al. 2022). Even a
recent study by Optum, a subsidiary of United Health Group, did not use star ratings measures to assess
quality in its MA contracts compared to care in traditional Medicare (Cohen et al. 2022). Instead, it used
alternative quality measures, including rate of inpatient admission, inpatient admission through the
emergency department, emergency department visits, avoidable emergency department visits, 30-day
inpatient readmission, admission for stroke or acute myocardial infarction, and hospitalization for
COPD or asthma exacerbation. These alternative measures may be absent from star ratings because
they would be difficult to routinely and accurately collect across the MA program due to differences in
measure specification and data definitions and the need for case-mix adjustment. However, their
absence of star ratings raises the question of whether the clinically related measures that the Centers
for Medicare & Medicaid Services (CMS) does collect are meaningful to beneficiaries or justify the
substantial extra funding MA contracts receive in the QBP. In its 2023 Report to Congress, MedPAC
noted that comparisons between MA and traditional Medicare are hampered by differences in data

collection and coding between the two programs (MedPAC 2023).

Another body of research has demonstrated that the QBP also suffers from significant score
inflation, as described in “The Lake Wobegon Effect—Where Every Medicare Plan is ‘Above Average”
(Teno and Ankuda 2022). Evidence shows that insurers combined contracts to boost star ratings before
2020, a practice that undermined the program’s purpose (Teno and Ankuda 2022; Gilfillan and Berwick
2021; MedPAC 2020). Additionally, as of 2023, the enrollment-weighted average star rating across MA
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contracts was 4.15 stars. Since benchmark bonuses begin at 4.0 stars and above, average performance
within the MA system yields bonus payments.! Finally, the QBP also does not include measures that
address the documented problems in MA, such as difficulty accessing high-quality postacute care,
denials of prior authorization, and high rates of switching to traditional Medicare among seriously ill
beneficiaries (CMS OIG 2022; Ochieng and Biniek 2022; GAO 2021; Meyers et al. 2020b; Meyers et al.
2019; Schwartz et al. 2019; Meyers et al. 2018).2 Overall, the MA QBP comes at a high cost without

proven benefits to beneficiaries or the Medicare program.

This study provides evidence that the QBP is not meeting its goals and that the goals and
operational approach must be overhauled to focus on protecting beneficiaries, taxpayers, and the

Medicare trust fund.

Data and Methods

This study uses published literature to identify problems with the QBP and potential solutions. We
supplement that information with data published by CMS on the 2023 star ratings, including measure
technical specifications and weights, performance on each measure, star ratings for each measure, and
overall star ratings by MA contract. We focus our analysis on the 28 measures applicable to MA, though
we note that most MA contracts also include integrated Part D measures. We further focus our analysis
on MA plans available to all Medicare beneficiaries rather than limited-enrollment plans such as

Employer Group Waiver Plans. However, we include measures specific to SNPs in our analysis.

Our review of the applicable measures was based on the document 2023 Medicare Advantage and
Part D Star Ratings Technical Notes (CMS 2022b). In addition to assessing the scoring methods, we
characterized whether each star rating measure is primarily influenced by MA contracts, providers, or
both. This initial categorization has not been validated and is intended only to illustrate the important

influence of local area providers on star ratings.

We supplemented the star ratings datasets and technical documentation with information on MA
plan enrollment by county for June 2021, the midpoint of the 2023 star ratings data collection year.?
We used enrollment data to assess the geographic reach of MA contracts and to determine the share of

MA enrollment in contracts with different levels of star ratings by measure.

Some of our analyses may be affected by data collection issues during the COVID-19 pandemic,

during which CMS provided “disaster” relief through more generous star ratings performance scoring.
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This flexibility resulted in a financial infusion for MA organizations. While CMS removed most COVID-
19 exceptions to MA quality reporting in 2023, the reporting rules for three Healthcare Effectiveness
Data and Information Set (HEDIS) measures derived from the Health Outcomes Survey (HOS) continue

to be adjusted for COVID-19 issues.

Background

What Is the Purpose of the MA Star Rating System?
According to MedPAC, the MA star rating system has two primary goals (MedPAC 2020):

1. Provide information to Medicare beneficiaries to help them make informed plan choices.

2. Serve as the basis for the QBP, which provides financial incentives to MA organizations to
improve quality.

CMS introduced the MA star rating system in the 2008 plan year (MedPAC 2008). The system was
designed to monitor MA performance and to help beneficiaries select among MA plans by providing a

simple, overall 1 to 5 rating of plans’ quality. The original star rating system did not affect MA payment.

In 2010, the ACA created the QBP, which increased MA benchmarks and rebate percentages for
contracts with star ratings of 4.0 or more starting in the 2012 plan year.* The ACA also provided
bonuses for new and low-enrollment MA contracts, though smaller than those awarded to high-
performing plans. Congress designed the QBP to encourage MA organizations to improve clinical

quality, beneficiary experience, and administrative effectiveness.

BOX 1
The MA Payment System

Medicare pays MA plans using a benchmark-and-bidding system. MA insurers bid to offer Part Aand B
coverage against a county-level benchmark based on traditional Medicare costs in the county. Plans
that bid above the benchmark must charge enrollees the difference as a premium. Plans bidding below
the benchmark receive between 50 and 70 percent of the savings as a rebate. Rebates can be used to
lower cost sharing, reduce premiums, or provide additional benefits. Many plans also incorporate Part D
coverage, and rebates may be used to reduce the Part D premium. Plans may assess administrative
costs and profits against rebates as well.

MA plans’ payments are adjusted in two ways. First, plan payments are adjusted up or down based
on the estimated risk of their enrollees as part of the MA risk adjustment system. Second, MA plans can
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receive quality bonuses based on their star rating. Quality bonuses increase a plan’s benchmark and
rebate percentage, allowing plans to bid higher and keep a larger portion of Medicare savings for lower
cost sharing and extra benefits.

MA contracts rated 4, 4.5, or 5 stars receive a 5 percent bonus to their benchmark level. New plans
receive a 3.5 percent bonus to their benchmark. In counties with high MA penetration but low
traditional Medicare spending, these benchmark bonuses are doubled to encourage more competition
(Markovitz et al. 2021a; Layton and Ryan 2015). In other counties, contracts cannot receive a quality
bonus because of benchmark caps put in place by the ACA. Additionally, MA contracts with high star
ratings also receive a higher rebate percentage. Contracts with 3.0 or fewer stars keep 50 percent of
the difference between their bid and the benchmark as a rebate, contracts with 3.5 or 4.0 stars keep 60
percent, and contracts with 4.5 or 5.0 stars keep 70 percent. Rebate bonuses are not affected by
benchmark caps or double bonuses.

How Does the MA QBP Work?

The MA QBP relies on the star rating system to measure performance across MA contracts. The star
rating system assigns MA contracts a rating from 1 to 5 stars based on performance across 28 MA
quality rating measures as of 2023 (see table 1 on page 10). There were an additional 12 measures for
Part D plansin 2023, leading to 38 total measures for MA contracts with integrated Part D coverage
(two measures are included in both programs). The measures are drawn from various data sources,
including the Consumer Assessment of Health Plans Survey (CAHPS), HEDIS, HOS, and other
administrative and clinical data (see table 2 on page 14). While CMS selects the star rating measures
and weights via notice and comment rulemaking and subregulatory guidance, they rely on the National
Committee for Quality Assurance, which develops HEDIS measures, to set specifications for the HEDIS
clinical quality measures. CMS also relies on the CAHPS Consortium to oversee the development of the

MA CAHPS survey.

CMS oversees a complex, technical quality measurement process that:

®  adjusts the measures for demographics and other characteristics,

= develops and applies cut points to transform performance on each metric into a star rating
under a “tournament” model that varies cut points each year depending on MA contracts’
performance (CMS 2022a),

= develops and applies weights for each measure, and

= rolls performance up to domain level (e.g., “staying healthy” or “managing chronic conditions”)
and overall star ratings.
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The specific measures, adjustment processes, cut points, and weights have varied. Star ratings
combine measures of primary and secondary prevention, intermediary health outcomes, beneficiary
experiences, and the administrative effectiveness of the health plans covered by a single contract (table

1).

CMS assigns stars to each contract for each measure being scored based on the relative
performance compared to all other contracts submitting acceptable data. CMS refers to this method as
a “tournament model” of scoring, having terminated its previous approach of requiring 4- and 5-star

contracts to achieve an externally determined threshold performance level.

Most measures, particularly the HEDIS measures that focus on prevention services, are not
adjusted for patient characteristics or socioeconomic status. However, some CAHPS measures adjust

for age, education, physical and mental health, income, and state of residence.

The star ratings evolve each year, with measures added, deleted, or refined by CMS. Measures may
also be updated to reflect changes in HEDIS measure specifications or adjustments to the CAHPS or
Health Outcomes Survey (HOS). CMS also modifies the weights assigned to individual measures. For
example, CMS increased the weight on the six CAHPS-based beneficiary experience measures from two
in 2022 to four in 2023.> However, CMS has finalized a rule reducing the weights to two in 2026.° In
2023, CMS added “guardrails” for each measure to limit year-over-year changes in the cut points used
to establish the different star levels.” The guardrails approach aims to make the cut points more stable.
CMS has proposed removing guardrails beginning in 2026, though that proposal has not yet been

finalized.®

In 2021, CMS did not require MA contracts to submit new HEDIS and CAHPS data, given the
difficulty of collecting data during the COVID-19 pandemic.? In addition, in 2022, CMS used a “disaster
provision” that allowed star ratings to be calculated based on the “better of” 2021 or 2022 performance
for most measures.’® For 2023, the “better of” approach has been retired for most measures, except

those from the HOS. Average star ratings, therefore, declined for 2023.

Overall star ratings, which ranged from 2.5 to 5.0 in 2023, are displayed to Medicare beneficiaries
on Medicare.gov. CMS measures star ratings at the MA contract level to ensure an adequate sample
size. An MA contract can include multiple plan designs across multiple states or service areas (see figure
1 on page 8). While this approach allows for larger samples to measure MA performance, it does not
give beneficiaries clinical quality or administrative effectiveness information to help them select among

local plans available within an insurer’s contract. When a beneficiary views a plan on Medicare.gov, they
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can see the contract’s star rating but cannot identify how many plans make up that contract, how many

service areas or states are covered, or what share of a contract’s enrollment a plan represents.

FIGURE 1
Hierarchy of MA Entities

Contract: An administrative entity invisible to Plan: A plan design from a specificinsurer in a
beneficiaries. Star ratings and bonuses are assigned specific area. This is what beneficiaries see on
at this level. Medicare.gov.

MA Parent

Organization
(e.g.. Humana, Inc.)

|
| ]
Contract 1

(e.g. Human Health Contract 2
Plan of California,
Inc.)

Plan 1

(e.g. Human Gold Plus Plan 2 Plan 3 Plan 4
HMO in Orange

County, CA)

URBAN INSTITUTE

Source: Author’s analysis supplemented with examples drawn from Centers for Medicare & Medicaid Services Monthly MA
Enrollment by State, County, and Contract for June 2021.
Notes: MA = Medicare Advantage. See table 3 on page 18 for estimates of the geographic reach of MA contracts.

In addition to providing information to beneficiaries on Medicare.gov, star ratings also yield bonus
payments under the QBP. As discussed in box 1, MA contracts with high star ratings have higher
benchmarks and a higher rebate percentage than contracts with low star ratings in the same local area.
Research has shown that higher benchmarks lead to higher MA bids (MedPAC 2020; Zuckerman et al.
2017; Pelech and Song 2018), which could reflect both higher costs associated with better care and
higher administrative overhead and profits for plans. Higher benchmarks also give contracts more room
between their bid and the benchmark for shared savings through a rebate that allows plans to offer

reduced cost sharing and additional benefits. Finally, in addition to higher benchmarks and rebates, 5-
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star contracts can offer year-round enrollment rather than being limited to Medicare’s annual open

enrollment period.

Why Does the QBP Matter?

The MA QBP has become a significant source of revenue for insurers since its introduction in 2012. In
2022, the QBP resulted in $10 billion in extra payments to MA organizations (Biniek et al. 2022). The
QBP does not assess any financial penalties against low-performing contracts. Therefore, the QBP is
unique in that poorer performers do not pay for better performers in a budget-neutral manner as in the
rest of Medicare pay-for-performance programs for providers. MedPAC has recommended
transforming the QBP into a budget-neutral system of penalties and bonuses to better align it with
other Medicare approaches (MedPAC 2020).

MA insurers can face substantial changes in revenue stemming from relatively small changes in star
rating measures based on cut point changes or adjustments to measure weights. These changes in

revenue affect the supplemental benefits and cost sharing supports MA can offer enrollees.

While the QBP does not include monetary penalties for poor performance, CMS attaches a “low
performing” icon to MA contracts that receive less than 3 stars three years in a row. Enrollees in those
contracts also receive a mailed notice of the poor performance and are encouraged to switch plans.
However, in practice, this rule has affected few MA contracts, signaling just how few consistently
receive low ratings. Only one contract had consistently low ratings as of the 2023 plan year, and no

contracts were labeled “low performing” in the 2022 plan year (CMS 2022b).

The QBP has faced controversy since its inception. As the ACA went into effect and began reducing
benchmarks and payments to MA organizations, CMS ran a demonstration between 2012 and 2014
that offered benchmark and rebate bonuses to 3-star contracts. CMS claimed this program was
designed to encourage performance improvement, but it primarily blunted the effect of benchmark
reductions (MedPAC 2012). GAO and MedPAC opposed this approach, citing poor demonstration
design and overpayment to MA contracts of only average quality (GAO 2012; MedPAC 2012).
Concerns about overpayment have persisted since the end of that demonstration and go beyond
objections to rewarding 3-star plans. MedPAC and researchers have noted persistent problems with
star rating inflation and the lack of penalties in the QBP system (MedPAC 2022; Teno and Ankuda
2022; MedPAC 2020; Gilfillan and Berwick 2021). In 2022, 68.4 percent of MA contracts were rated 4
stars or higher, partly driven by data reporting flexibilities instituted during the COVID-19 pandemic. In
2023, 51 percent of MA contracts were rated 4 stars or higher (CMS 2022b).
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Findings

Overview of the Measures and How They Are Scored

We reviewed the technical documentation for the star ratings measures in use in 2023. For this
analysis, we created a classification that categorizes the 28 measures into three basic categories, to
which 27 were readily assigned (table 1). These were clinical quality, beneficiary experience with care
provision, and MA performance on administrative program requirements and priorities. The 28th
measure was an improvement category based on the total of star ratings from prior years (so not

assignable to one of the three categories).

TABLE 1
Number of Measures and Total Weights by Measure Category

Weighted share
Number of Total of 2023 MA star
Category List of measures measures  weight ratings

Breast cancer screening 16 18 27%
Colorectal cancer screening

Annual flu vaccine

Monitoring physical activity

SNP care management

Care for older adults, medication review

Care for older adults, pain assessment

Osteoporosis management in women who

had a fracture

Diabetes care, eye exam

Diabetes care, kidney disease monitored

Diabetes care, blood sugar controlled

Controlling blood pressure

Reducing the risk of falling

Improving bladder control

Medication reconciliation postdischarge

Statin therapy for patients with

cardiovascular disease

Getting needed care 6 24 36%
Getting appointments and care quickly

Customer service

Rating of health care quality

Rating of health plan

Care coordination

Complaints about the health plan 5 20 30%
Members choosing to leave the plan

Plan makes timely decisions about appeals

Reviewing appeals decisions

Call center, foreign language interpreter

and TTY availability

Star rating ®  Health plan quality improvement 1 5 7%

improvement

Clinical quality

Beneficiary
experience

Administrative
effectiveness
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Source: Authors’ analysis of Centers for Medicare & Medicaid Services Star Ratings Technical Documentation.

Notes: MA = Medicare Advantage; SNP = Special Needs Plan; TTY = teletypewriter. Total weight was calculated by adding the
individual weights (1-5) for each measure. Weights exclude Part D measures, which are incorporated into star ratings for MA-Part
D plans.

Although Congress called the program the “quality bonus program,” a calculation of the measure
weights finds that quality does not refer primarily to the clinical quality of care (27% of the total) but to
the quality of performance across the various aspects of health plan activity. Higher weights were
assigned to beneficiary experiences with the health plan and providers (36%) and administrative
effectiveness (30%). Although 16 measures fell into the clinical quality category—mostly measuring
performance on primary and secondary prevention services—each held a weight of only 1 point in the

scoring scheme.!?

Overall, CMS demonstrates microscopic attention to technical detail in how performance on each
measure should be determined. CMS’s technical documentation includes 194 pages of detailed measure
specifications and scoring rules, including lists of measure-specific exclusions for beneficiaries with
particular characteristics. For example, to determine which enrollees should be in the denominator of
the “breast cancer screening” measure, HEDIS and CMS exclude the following enrollees: women who

» o«

meet the criteria for “frailty,” “dementia,” or having “advanced illness;” and women who are receiving
palliative care, among others. Although these exclusions are warranted because of the lack of evidence
of clinical benefit for patients with the specified characteristics, the large number of exclusions points to

measurement complexity that may produce measurement error.

Furthermore, this level of detail does not necessarily allow for clear-cut and reliable comparisons
across plans, especially because MA contracts can select their own exclusions for some measures. For
example, for the “breast cancer screening” measure, MA contracts can choose to exclude women with a
history of bilateral mastectomy from the denominator. While excluding women with a bilateral
mastectomy would generally increase breast cancer screening scores, some contracts may have
inadequate historical data to complete this exclusion. More importantly, the focus on adjusting and
updating technical details, while understandable, limits the focus on the broader issue of whether the
QBP is achieving its goals. It is an example of “missing the forest for the trees” with a false sense of data
precision. The star ratings do not measure critical areas of MA underperformance or assure
policymakers or the public that MA quality is acceptable. They also do not allow for a comparison
between MA and traditional Medicare (MedPAC 2023). The complex system of measurement that
underlies the QBP, while less “gameable” than the risk adjustment system (box 2), does not help

beneficiaries select plans or encourage MA organizations to improve performance.
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BOX 2
Can Star Ratings be Gamed?

It is now well established that many MA organizations actively attempt to increase risk adjustment
payments by “finding” diagnoses that would not be recorded for beneficiaries if they were in the
traditional Medicare program. (Berenson, Garrett, and Shartzer 2023). These additional diagnoses raise
the risk scores that determine payments to plans. Given that performance on star ratings similarly
involves clinical data and determines payment levels, we explored the possibility that some MA
organizations might similarly game the star rating system.

For purposes of data integrity, we considered that the star ratings include:

= measures that cannot readily be gamed because MA organizations are not responsible for data
collection,

= measures that would require active fraud, like submitting false claims or lab reports, to be
gamed, and

= measures that could be gamed but are audited by third parties.

Most of the "weight" of the current star ratings is in measures that cannot be gamed, such as the
CAHPS survey, HOS survey, and CMS call center measures. MA organizations have no active role in
collecting the data. Instead, they contract with certified vendors to collect this information. While
survey vendors can take extra steps to increase response rates, MA organizations have no input on
which beneficiaries to survey.

Numerous star rating measures, particularly HEDIS prevention measures, are calculated directly
from claims. Many measures rely on empirical data from laboratory tests or imaging facilities, such as
measurement of diabetes control and performance of a mammogram, that MA organizations cannot
easily manipulate. Unlike risk adjustment, where MA organizations can use chart reviews and health
risk assessments to capture additional diagnoses, the star ratings measures are based on services
submitted by clinicians and labs for payment. Manipulating data would involve creating “false claims”
for payment—a potentially fraudulent activity.

Additionally, measure results are audited by the measure steward organizations. For example, MA
organizations must undergo regular HEDIS audits.'? The National Committee for Quality Assurance
also samples results from MA contracts. If they find irregularities, the measure score is changed to
"biased result” and excluded from the calculations. CMS also suppresses results from MA contracts
when it finds issues with underlying data. For 2023, about 20 measure results were invalidated because
of data issues across 813 contracts (data not shown).1® Most of these relate to the Special Needs Plan
(SNIP) care management measure. When this happens, CMS gives these contracts a score of 1 star for
the affected measure.

In summary, apart from trying to influence care for the better, there seem to be few opportunities
for MA organizations to inappropriately raise their star ratings for gaming, as they have accomplished
with risk adjustment scores.
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Source: Author’s analysis, supplemented by conversations with MA expert Adam Zavadil of ZAHealth.

Problems with the MA QBP

Score Inflation

In 2014, the average star rating across MA contracts was 3.86, and 51.8 percent of contracts were
rated 4.0 or higher.'* By 2022, the average star rating, boosted partly by COVID-19 flexibilities, was
4.37, and 68.4 percent of contracts had a rating of 4.0 or higher.? This score inflation declined
somewhat in 2023, with average ratings falling to 4.15 and 51.3 percent of contracts rated 4 stars or
higher. However, average ratings remained above 4.0 in 2023 because of significant growth in the
number of 5-star contracts over time. In 2014, just 11 contracts (or 2.6 percent of rated contracts)

received a 5-star rating,'® compared to 57 contracts (or 11.2 percent of rated contracts) in 2023.7

Conversely, very few MA contracts receive low star ratings. No plans have received a rating below
2 stars in the history of the QBP. In 2014, only one contract was rated 2 stars, and 16 were rated 2.5
stars.’® During the COVID-19 flexibilities in 2021 and 2022, no contracts were rated 2 stars, and fewer
than five were rated 2.5 stars (four in 2021 and two in 2022). In 2023, the prevalence of low-rated

contracts increased; only four were rated 2 stars, and 37 were rated 2.5 stars.1?

These increases in star ratings and the share of contracts and enrollees receiving bonuses have not
been linked to externally-validated increases in MA contract performance in clinical quality, population
health, or administrative effectiveness (Markovitz et al. 2021a; MedPAC 2023). Instead, these score

increases appear to be related to changes in CMS policy.

Table 2 shows the average performance on each star rating metric in 2023, as well as the cut-point-
based rating that would be earned by a contract performing at the average level on that measure. For
11 of 28 measures, an average performance produced a 4-star rating in 2023. Of these, four are
measures of administrative effectiveness that are both directly under the control of MA organizations
and heavily weighted in the overall star rating. In effect, MA contracts are rewarded for offering

average service to beneficiaries.
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TABLE 2
Average Performance by MA Star Rating Measures, 2023

Star rating that would

Average be earned by contract
Weight in performancein with average
Measure 2023 2023 performance
Breast cancer screening 1 70.4% 4
Colorectal cancer screening 1 71.9% 4
Annual flu vaccine 1 73.0% 3
Monitoring physical activity 1 50.8% 3
SNP care management 1 73.1% 3
Care for older adults, medication review 1 90.7% 4
Care for older adults, pain assessment 1 90.0% 4
Osteoporosis management in women who
had a fracture 1 45.1% 3
Diabetes care, eye exam 1 71.8% 4
Diabetes care, kidney disease monitoring 1 95.3% 4
Diabetes care, blood sugar controlled 3 78.5% 4
Controlling blood pressure 1 71.1% 3
Reducing the risk of falling 1 55.9% 3
Improving bladder control 1 46.5% 3
Medication reconciliation postdischarge 1 67.4% 3
Statin therapy for patients with
cardiovascular disease 1 84.5% 3
Getting needed care 4 81.3% 3
Getting appointments and care quickly 4 77.4% 3
Customer service 4 90.3% 3
Rating of health care quality 4 86.4% 3
Rating of health plan 4 86.9% 3
Care coordination 4 85.7% 3
Complaints about the health plan 4 0.3% 4
Members choosing to leave the plan 4 17.0% 3
Health plan quality improvement CMS does not
5 release data N/A
Plan makes timely decisions about appeals 4 94.9% 4
Reviewing appeals decisions 4 95.0% 4

Call center, foreign language interpreter
and TTY availability 4 89.8% 4

Source: Author’s analysis of CMS 2023 star ratings data.

Notes: Contracts that were too new to be measured or lacked sufficient data for measurement are not included in average
performance calculations. CMS = Centers for Medicare & Medicaid Services; MA = Medicare Advantage; SNP= Special Needs
Plan; TTY = teletypewriter. All MA and MA-Part D contracts receiving a rating for a given measure are included. Average
performance is unweighted. The health plan quality improvement measure captures improvement in overall star ratings from
year to year, and CMS does not release contract-level performance for this measure.

Measures of Beneficiary Experience Do Not Permit Distinction across MA Contracts

As shown in table 1, beneficiary experience accounted for about one-third of an MA contract’s star
rating in 2023 (not including prescription drug plan ratings). However, as noted, CMS will decrease this

emphasis on beneficiary experience in 2026.%°
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The beneficiary experience measures come from the CAHPS survey, which samples approximately
800 enrollees per MA contract.2! The measures displayed to beneficiaries combine performance across
multiple CAHPS questions, making it difficult to use this information to select plans. For example, the
“getting appointments and care quickly” measure includes data from questions about getting needed
care right away in urgent situations, getting appointments as soon as needed, and wait times in doctors’
offices (CMS 2022a). These questions get at very different issues, with quick access to urgently needed
care far more salient for an aging population than keeping wait times to 15 minutes or less at a doctor’s
office. In addition, MA organizations can affect access to urgently needed care through network
formation and customer assistance than wait times in doctors’ offices. CMS’s approach to combining
data across CAHPS questions makes it difficult for beneficiaries to interpret performance and further

obscures the meaning of the star rating results.

Additionally, the range of performance on the beneficiary experience measures is narrow, with only
afew percentage points separating a 1-star performance from a 5-star performance (appendix table 1).
Such slight differences are not practically meaningful. For example, on “ratings of care quality,” a score
of less than 84 yields 1 star, while a score at or above 88 yields 5 stars. Similar performance
compression is evident for the other CAHPS measures. Although the individual CAHPS questions may
be important for identifying global experience with care, the measures constructed by CMS do not

provide useful information that should affect star ratings.

Beneficiary experience measures also suffer from the known response bias in CAHPS and other
surveys. First, the CAHPS sample frame does not include enrollees in long-term care facilities, leaving
out a vulnerable Medicare population. In addition, survey respondents’ race and ethnicity affect how
they answer questions about their experiences (Chung et al. 2016; Seo et al. 2014; Zweifler et al. 2010),
potentially masking significant disparities in care experiences. CMS attempts to correct for response
bias through case-mix adjustment, but these adjustments may further mask the actual experiences of

beneficiaries.??

It is understandable and reasonable that CMS would rely largely on established and validated
surveys like CAHPS. However, while CAHPS may be useful for tracking overall health system
performance and trends in overall MA contract performance, the narrow range of responses suggests
these measures may be inappropriate for distinguishing among contracts to provide financial rewards.
Further, as we discuss in the next section, MA contract performance on CAHPS likely reflects more on

the performance of the provider network than on the MA organizations’ performance.
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Problems with Underlying Measure Sets

CMS reasonably relies on established data sources for the clinical quality and patient experience
measures included in the star rating system. Accordingly, some of the problems we observe with star

ratings are related to problems with HEDIS and CAHPS rather than CMS policies.

HEDIS measures discrete elements of clinical quality. The HEDIS measures selected by CMS are
heavily tilted toward primary and secondary prevention measures, which, while not irrelevant to a
senior and disabled population, miss important clinical issues for many Medicare beneficiaries. These
include care for disabled and aging individuals with multiple, interacting chronic conditions and serious
iliness care. CMS acknowledges that the selected HEDIS measures are process measures and are
prevention-oriented, so they assign these measures the lowest weights—1 point (CMS 2022a). In short,
the HEDIS measure set that CMS has adopted does not present a comprehensive snapshot of clinical

quality applicable to a broad and diverse Medicare beneficiary population.

Further, many of the HEDIS measures, while initially developed to assess the performance of
employer-sponsored health plans, are mostly oriented to clinicians’ performance rather than health
plan performance. Similarly, the CAHPS measures that CMS has selected for star ratings, to a significant
extent, reflect the performance of providers rather than MA. MA contracts can have arole in improving
performance on HEDIS and CAHPS measures, but largely through indirect means. For example, MA
contracts could improve overall clinical quality by narrowing their network to focus on high-quality
providers, directly encouraging enrollees to obtain preventive care, or incentivizing network clinicians
to improve performance. Ultimately, the responsibility for carrying out the activities measured by
HEDIS rests with providers and health systems, not MA contracts. Research has shown that clinical
quality varies substantially across regions and states (Gennuso et al. 2022; Radley et al. 2022). Those
differences will surely be reflected in star ratings that measure MA contract clinical quality, even if MA
organizations do not closely manage their networks. Integrated MA contracts that directly employ
providers, such as Kaiser Permanente or Geisinger Health, are an exception as they have more
responsibility for and control over performance on clinical process and outcome measures. Narrow
network HMO contracts may also have additional control over clinical quality through contracting

practices.

Given MA contracts’ limited role in clinical quality measures, star ratings should emphasize
improvement rather than attainment. For example, star ratings could reward MA contracts that

improve their performance even if the absolute level of achievement is not in the top tier. CMS
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weighting does recognize the role of improvement as an essential measure of performance, but as table

1 demonstrates, quality improvement accounts for only 7 percent of the total star ratings score.

The clinical quality measures used in the star ratings also do not reflect the full scope of the
Medicare population. As shown in table 3, several of these measures are limited to beneficiaries up to
age 75 because clinical guidelines stop recommending most population-based prevention services for

»«

older adults. Conversely, three measures—“SNP care management,” “care for older adults, medication
review,” and “care for older adults, pain assessment”—emphasize important clinical quality beyond
prevention but only apply to individuals enrolled in SNPs. While SNPs have grown in popularity, they
remain a minority of MA plans (MedPAC 2023). While some condition-specific prevention measures are
included in star ratings, few address important clinical issues such as multi-morbidity, polypharmacy,
depression, loss of cognitive functioning, cancer, and patients on renal dialysis. In short, the current
clinical measure set CMS uses for star ratings is irrelevant to the clinical quality concerns of many

Medicare beneficiaries, particularly those older than 75.
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TABLE 3

Data Sources and Target Populations for 2023 Star Ratings Measures

Which plans Enrollee Primarily
are characteristics for  influenced by plans
Data source measured? measure or providers?
Breast cancer screening HEDIS All Aged 52-74 Both
Colorectal cancer screening HEDIS All Aged 50-75 Both
Annual flu vaccine CAHPS Not I-SNP All Both
Monitoring physical activity HEDIS-HOS All Aged 65+ Provider
Health & Drug
SNP care management Plans SNPs only All Plan
Care for older adults,
medication review HEDIS SNPs only Aged 66+ Both
Care for older adults, pain
assessment HEDIS SNPs only Aged 66+ Both
Osteoporosis management in
women who had a fracture HEDIS Not I-SNP Females aged 67-85  Provider
Diabetes care, eye exam HEDIS Not I-SNP Diabetics aged 18-75 Provider
Diabetes care, kidney disease
monitoring HEDIS Not I-SNP Diabetics aged 18-75 Provider
Diabetes care, blood sugar
controlled HEDIS Not I-SNP Diabetics aged 18-75 Provider
Hypertensives aged
Controlling blood pressure HEDIS Not [-SNP 18-85 Provider
Patients 65+ with
Reducing the risk of falling HEDIS-HOS Not I-SNP balance problems Both
Patients 65+ with
Improving bladder control HEDIS-HOS Not [-SNP “leakage” Provider
Medication reconciliation
postdischarge HEDIS Not [-SNP Posthospital Both
Males 25-75 and
Statin therapy for patients Not 1876 females 40-70 with a
with cardiovascular disease HEDIS Cost plans diagnosis of ASCVD Provider
Getting needed care CAHPS Not I-SNP All Plan
Getting appointments and
care quickly CAHPS Not [-SNP All Both
Customer service CAHPS Not I-SNP All Plan
Rating of health care quality CAHPS Not [-SNP All Both
Rating of health plan CAHPS Not I-SNP All Plan
Care coordination CAHPS Not I-SNP All Provider
Complaints about the health  CMS admin
plan data All All Plan
Members choosing to leave CMS admin
the plan data All All Plan
Health plan quality
improvement Star Ratings All All Both
Plan makes timely decisions CMS
about appeals contractors All All Plan
Independent
Reviewing appeals decisions  Review Entity All All Plan
Call center, foreign language
interpreterand TTY
availability Call Center Not [-SNP All Plan

Sources: Authors’ analysis of 2023 Medicare Advantage and Part D Star Ratings Technical Notes (CMS 2022a).
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Notes: CMS = Centers for Medicare & Medicaid Services; SNP = Special Needs Plan; CAHPS = Consumer Assessment of Health
Plans Survey; HEDIS = Healthcare Effectiveness Data and Information Set; HOS = Health Outcomes Survey; TTY =
teletypewriter; ASCVD = atherosclerotic cardiovascular disease. “Primarily influenced by plans or providers” is based on the
authors’ initial, unvalidated assessment of responsibility for measure performance and is intended for illustrative purposes only.
HEDIS I-SNPS do not receive CAHPS measures because institutionalized individuals are not sampled in CAHPS.

The QBP Does Not Measure Performance at the Local Level

The star rating system measures quality at the MA contract level, rather than the plan level, because of
concerns about sample size (figure 1). However, the financial rewards of the QBP incentivized MA
insurers to maximize enrollment in high-rated contracts. Because CMS does not impose a geographic
limit on contracts, this led to a wave of contract consolidations (MedPAC 2020). Until January 2020,
MA insurers could consolidate contracts and choose the star rating that would apply for the first two
years of the “new” contract. One study estimated that this led to $1.1 billion in extra payments to MA
between 2012 and 2016 (Meyers et al. 2020a). In January 2020, MA insurers were assigned the
weighted average star rating when combining contracts. This approach still allows insurers to game the

system by combining small, low-rated contracts with large, highly-rated contracts (MedPAC 2020).

Despite improvements in contract consolidation, measuring star ratings at the contract level
continues to be problematic. In June 2021, the middle of the most recent star ratings measurement
year, most contracts (74.6 percent) contained plans that covered enrollees in only one state (table 4).
Only 12 contracts contained plans that spanned 21 or more states. However, MA enrollment was
concentrated in these large contracts, with 23.3 percent of all enrollees in a contract covering 21 or

more states.

TABLE 4
Geographic Reach of MA Contracts, June 2021

Number of states/territories Number of MA Share of MA Share of MA enrollment
included in MA contract service area contracts contracts in these contracts
1 646 74.6% 26.9%
2 107 12.4% 14.6%
3to5 68 7.9% 14.1%
6to10 23 2.7% 10.3%
11to 20 10 1.2% 10.8%
21to54 12 1.4% 23.3%

Source: Authors’ analysis of Centers for Medicare & Medicaid Services Monthly MA Enrollment by State, County, and Contract
for June 2021.
Note: MA = Medicare Advantage.
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The broad geographic distribution of popular MA contracts is a problem both for beneficiary
transparency and payment accuracy. Beneficiaries cannot glean useful information about their likely
experiences in their local area from a star rating that includes data from hundreds of plans in over 20
states. While plan-level measurement may not be possible due to sample size, limiting MA contracts to a
single state or small group of contiguous states could help make ratings more useful for beneficiaries
and tie quality bonuses directly to specific practices within a plan or network. The single-state approach
would be similar to that used for qualified health plans on the health insurance Marketplaces. However,
in large states like California and Texas, allowing state-wide contracts would still be of limited use in

helping steer beneficiaries to high-performing plans in their area.

Administrative Effectiveness Measures Do Not Target the Major Issues with MA

The administration effectiveness measures included in star ratings are more directly under the control
of MA contracts than clinical quality or beneficiary experience measures. These include measures of
health plan complaints, disenrollment, appeals, and call centers. However, these measures do not target
key problems in MA identified by researchers and regulators, including the following: difficulty
accessing high-quality postacute care, denials of prior authorization, high rates of switching to
traditional Medicare among seriously ill beneficiaries, prior authorization denials, and network
adequacy (CMS OIG 2022; Ochieng and Biniek 2022; GAO 2021; Meyers et al. 2020b; Meyers et al.
2019; Schwartz et al. 2019; Meyers et al. 2018; Leading Age 2023).2%

Additionally, the current administrative effectiveness measures reward MA contracts for average
performance. As shown in table 3, for four of these measures, an average-performing contract would
have received a 4-star rating in 2023. While continued measurement and oversight of plan
administration is critical for protecting MA beneficiaries, the current star ratings measures fail to target
important aspects of MA underperformance while rewarding MA contracts for average-level quality on

broad measures.

Beneficiaries Do Not Use Star Ratings to Make Choices

Research shows that beneficiaries do not use star ratings when making enrollment decisions (Rivieria-
Hernandez et al. 2021a; Rivieria-Hernandez et al. 2021b; Reid et al. 2016). Some research suggests that
seniors do appear to respond to the lower premiums and cost sharing that highly-rated plans can offer

because of star rating bonuses, but not to the star ratings themselves (Li and Doshi 2016; Reid et al.
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2016). This suggests that star ratings fail one of their two major goals—to provide actionable

information to beneficiaries.

Beneficiaries may not use star ratings to make decisions, partly because contract-level star ratings
that cover multiple states or plans do not give beneficiaries much information about their experience in
their local area. Similarly, combining preventive care, beneficiary experiences, and administrative
effectiveness into a single rating does not help beneficiaries select plans based on important factors. For
example, while evidence suggests that providing a single quality score based on a few factors may help
steer patients to a better hospital (Jha 2016), the MA quality measures may be too complex and contain

too many unrelated measures to benefit beneficiaries.

Insurers Receive Substantial Rewards for Average Performance

Under current law, the MA QBP does not include any penalties for poor performance. From the outset
of the program, CMS policies and the statutory design resulted in more than half of MA contracts being
in bonus status. For example, the CMS bonus “demonstration” program that went into effect in 2012
was expected to increase bonus payments to MA plans by $8.35 billion over 10 years, with most of
those funds going to 3.0- and 3.5-star plans (GAO 2012). MedPAC estimated that, in 2012 alone, the
demonstration increased QBP bonuses by $2.6 billion (MedPAC 2012).

As of 2022, the QBP paid $10 billion in bonuses to MA contracts, up from $3 billion in 2015 (Biniek
et al. 2022). This translates to a per-enrollee bonus of $352. United Healthcare and Humana received
$4.7 billion in bonuses in 2022 combined (Biniek et al. 2022). Some of this increase in bonuses is
attributable to CMS actions, including COVID-19 flexibilities and rules that allowed contract
consolidation. When most COVID-19 flexibilities were removed in 2023, average MA star ratings fell
(Kornfield et al. 2023). However, it remains the case that the MA QBP labels far too many contracts

“above average” (Teno and Ankuda, 2022).

Potential Reforms to the QBP

Paying for performance has been a key goal in the Medicare program for nearly 20 years. However,
despite a growing suite of value-based payment and quality measurement programs, there is little
evidence that CMS’s two decades of effort have successfully reduced costs or increased the quality of
care that Medicare or Medicaid beneficiaries receive (McWilliams 2022; Richman and Schulman 2022;

McGlynn 2020; Rosenbaum 2022). As summarized by Elizabeth McGlynn, “Despite nearly two decades
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of experimentation with standardized measurement, public reporting, and reward-and-penalty
programs, average quality performance remains about the same” (McGlynn 2020). The QBP and the
star rating program in particular do not appear to be associated with improvements in MA organization
performance (Markovitz et al. 2021a; Markovitz et al. 2021b; Layton and Ryan 2015; Meyers et al.
2021a; Meyers et al. 2021b; Agarwal et al. 2021; Ochieng and Biniek 2022). Instead, the QBP rewards

MA contracts for providing roughly average clinical quality.

CMS has devoted considerable effort and resources to bring data precision to star ratings.
However, the resulting system, while highly technical, may reflect false precision and may, in some
ways, be counterproductive. As demonstrated over the past two decades, quality measurement cannot
reliably and accurately distinguish between fair, good, and excellent care (Berenson 2021). At the same
time, CMS has the authority to identify and sanction substandard, unacceptable care—via beneficiary

warnings, enrollment freezes, or removal from the MA program—but rarely does so.

Given the lack of evidence that measures of clinical quality and clinical outcomes drive
improvements in the health of MA beneficiaries, CMS should consider shifting its focus from a costly
but failed effort to reward MA contract quality to protecting beneficiaries from substandard plans. This
could be achieved by public reporting on concrete measures of administrative effectiveness and, in
egregious cases, sanctioning substandard plans. Problems with MA contract administration are well-
documented, and CMS could drive real improvement in beneficiaries’ access to care under MA with a
system of rewards and penalties focused on areas of concern like network adequacy, access to
postacute care, prior authorization denials, disenroliment among high-need beneficiaries, and serious
illness care (CMS OIG 2022; Ochieng and Biniek 2022; GAO 2021; Meyers et al. 2020b; Meyers et al.
2019; Schwartz et al. 2019; Meyers et al. 2018; Leading Age 2023).24

Additionally, a reformed QBP should move away from focusing on narrow distinctions in
performance that do not meaningfully distinguish beneficiaries’ care received or their plan selections
and instead target outlier performance, both positive and negative. Exceptional MA contracts should
receive bonuses and potentially serve as models for other MA organizations, while low-performing
contracts should be assessed penalties. Such a system would protect beneficiaries from low-performing
plans and reduce Medicare spending on the QBP by using penalties against low-performing contracts to

pay for rewards to exceptional contracts.
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MedPAC Recommendations and Potential Refinements

MedPAC has been a leader in calling for reforms to the QBP to reduce overpayment and improve

measurement. In June 2020, the MedPAC Commissioners voted to recommend the replacement of the

QBP with an MA value incentive program. The five key components of MedPAC'’s proposal are

presented below, along with a discussion of the pros and cons of each recommendation.

1.

“Use of a small set of population-based outcome and patient/enrollee experience measures
that, where practical, align across all Medicare-accountable entities and providers, including
MA plans and ACOs [Accountable Care Organizations]. To avoid undue burden on providers,
measures should be calculated or administered largely by CMS, preferably with data that are
already reported, such as claims and encounter data” (MedPAC 2023).

Discussion: As shown in table 2, clinical outcomes measures are primarily controlled by
providers, not MA contracts, and do not reflect areas of concern about MA for high-need
populations. Instead, CMS could focus on more detailed measures of administrative
effectiveness targeted to key issues in MA, including disenrollment among high-need
beneficiaries, serious illness care, access to postacute care, prior authorization denials, and
network adequacy (CMS OIG 2022; Ochieng and Biniek 2022; GAO 2021; Meyers et al. 2020b;
Meyers et al. 2019; Schwartz et al. 2019; Meyers et al. 2018; Leading Age 2023).2°
Beneficiaries may be better served by an MA “quality” program that focuses on detecting and
eliminating poor MA organization performance rather than making fine distinctions among

contracts based on beneficiary experiences and receipt of preventive care.

“Evaluation of health care quality at the local market level to provide beneficiaries with
information about quality in their local area and provide MA plans with incentives to improve
quality in every geographic area” (MedPAC 2023).

Discussion: Star ratings should not be based on multi-state contracts but instead be
assigned based on performance relative to other contracts in the local market. Cut points
should similarly vary by market to allow for within-market comparisons. This change would
better position the program to serve one of its two main goals—enabling beneficiaries to make

informed choices.

“Quality measurement against a continuous scale of performance that clearly provides the
incentive to improve quality at every level” (MedPAC 2023).

Discussion: The current cut point approach can result in large swings in payment for

minor changes in performance, particularly for CAHPS measures of beneficiary experience.
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Although CMS is aware of the problem and has added “guardrails” and outlier methods to

reduce fluctuation in cut points, cliff effects persist.

4. “Accounting for differences in enrollees’ social risk factors by stratifying plan enrollment into
groups of beneficiaries with similar social risk profiles so that plans with higher shares of these
enrollees are not disadvantaged in their ability to receive quality-based payments, while actual
differences in the quality of care are not masked” (MedPAC 2023).

Discussion: This analysis did not focus on how social risk may affect clinical quality,
beneficiary experience, or administrative effectiveness. However, MedPAC’s recommendation
to use peer grouping would not be necessary under a system based primarily on administrative
effectiveness, as enrollee social needs should not affect how MA contracts form networks,

issue prior authorization, process claims, or pay for care.

5. “Application of budget-neutral financing so that the MA quality system is more consistent with
Medicare’s FFS quality payment programs, which are either budget neutral (financed by
reducing payments per unit of service) or produce program savings because they involve
penalties (Medicare Payment Advisory Commission 2020)” (MedPAC 2023).

Discussion: In 2020, MedPAC estimated that the MA-VIP would reduce Medicare
spending by $2 billion per year (MedPAC 2020b). Since then, spending on the QBP has
increased to $10 billion in 2022 (Biniek et al. 2022). A budget-neutral quality system would
reduce Part B premiums for all Medicare beneficiaries and extend the life of the Hospital

Insurance trust fund.

Congressional Action Is Needed

Many reforms to the QBP would require Congressional action. Under the ACA, CMS has some authority
to adjust the measures used for the QBP. CMS has already shown a willingness to adjust QBP measures,
cut points, and weights over time. CMS is also working to align measures across Medicare programs
(Jacobs et al. 2023). However, the ACA does not allow CMS to assess financial penalties against low-
performing plans. The Social Security Act also limits CMS’s data collection authority for star ratings to
the types of data collected in November 2003 when the Medicare Modernization Act was passed. This
could limit CMS’s ability to transition to the types of population-based measures suggested by MedPAC

or the types of administrative effectiveness measures this report recommends.
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Conclusion

The MA star rating system and the QBP do not appear to be achieving their goals of informing
beneficiaries or encouraging MA insurers to improve quality. Instead, the QBP is a significant source of
overpayment in the MA system. More than half of contracts receive bonuses for “high quality,” and
these contracts represented over 75 percent of MA enrollment in 2023.26 The QBP has not identified
persistently low-performing plans, despite continued concern about access to postacute care and high
disenrollment among high-need populations in MA. In short, the QBP is a windfall for insurers that does

not provide valuable information to beneficiaries or protect them from poor performance.

CMS adjusted the QBP, but the adjustments only increased the share of MA contracts considered
high performing, exacerbating the overpayment issue. These include the quality bonus payment
demonstration that was in place from 2012 to 2014 and reporting flexibility during 2021 and 2022
because of the COVID-19 pandemic, both of which resulted in higher star ratings and higher payments

to MA organizations.

CMS has implemented several approaches to reduce inflated star ratings in 2023 and 2024, but
they can and should go further. CMS can change the star rating system from contract-level reporting to
contract-and-state-level reporting to make the star ratings more salient for beneficiaries. CMS also has
the authority to adjust cut points to lower the share of plans receiving quality bonuses and to add
quality measures to focus on issues more important for the Medicare population. However, it will
require an act of Congress to allow the QBP to assess penalties for poor performance or to abandon the

5-star rating system.

There is widespread agreement among researchers, MedPAC, GAO, and some policymakers that
MA insurers are overpaid. While insurers and MA enrollees benefit from this overpayment, Medicare
beneficiaries enrolled in MA and traditional Medicare face higher Part B premiums, and beneficiaries
and taxpayers face higher Medicare taxes and Hospital Insurance trust fund depletion. The
effectiveness and excessive rewards of the MA QBP should be part of ongoing discussions to improve

the longevity of the Medicare trust fund.
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Appendix A.

APPENDIXTABLE 1
Cut Points for MA Star Rating Measures, 2023

Star rating measure 1star 2 stars 3 stars 4 stars 5 stars

Breast cancer screening <43% >=43%to < 62% >=62%to < 70% >=70%to<77% >=77%
Colorectal cancer screening <43% >=43% to < 60% >=60%to<71% >=71%to<79% >=79%
Annual flu vaccine <64 >=64to< 69 >=69to<75 >=75t0<79 >=79

Monitoring physical activity <44% >=44%to < 49% >=49%to < 53% >=53%to<57% >=57%
SNP care management <46% >=46%to< 62% >=62%to<75% >=75%to<85% >=85%
Care for older adults, medication review <43% >=43%to < 70% >=70%to < 82% >=82%to< 93% >=93%
Care for older adults, pain assessment <50% >=50%to<71% >=71%to < 85% >=85%to < 94% >=94%
Osteoporosis management in women who had a fracture < 32% >=32%to < 45% >=45%to < 55% >=55%to<73% >=73%
Diabetes care, eye exam <47% >=47%to< 61% >=61%to<71% >=71%to<79% >=79%
Diabetes care, kidney disease monitoring <80% >=80% to < 93% >=93%to < 95% >=95%to< 97% >=97%
Diabetes care, blood sugar controlled < 39% >=39%to < 62% >=62%to<75% >=75%to0 < 83% >=83%
Controlling blood pressure <48% >=48%to < 63% >=63%to<73% >=73%to < 80% >=80%
Reducing the risk of falling <46% >=46%to < 53% >=53%to < 60% >=60%to < 69% >=69%
Improving bladder control < 39% >=39%to < 43% >=43%to < 48% >=48%to < 53% >=53%
Medication reconciliation postdischarge <43% >=43%to < 57% >=57%to < 69% >=69%to < 82% >=82%
Statin therapy for patients with cardiovascular disease <75% >=75%to<81% >=81%to < 85% >=85%to < 89% >=89%
Getting needed care <78 >=78t0< 80 >=80to< 82 >=82to< 84 >=84

Getting appointments and care quickly <73 >=73to<76 >=76to<78 >=78t0< 80 >=80

Customer service <88 >=88to< 89 >=89to< 91 >=91to< 92 >=92

Rating of health care quality <84 >=84t0<85 >=85t0<87 >=87t0< 88 >= 88

Rating of health plan <84 >=84to< 85 >=85t0<88 >=88to< 89 >=89

Care coordination <83 >=83to<85 >=85t0< 86 >=86to< 87 >=87

Complaints about the health plan >1.53 >0.89to<=1.53 >0.5t0<=0.89 >0.19to<=0.5 <=0.19
Members choosing to leave the plan >39% >24%to <= 39% >15%to <=24% >7%to<=15% <=7%

Health plan quality improvement <-0.30 >=-0.30to<0 >=0t0<0.10 >=0.10t0<0.33 >=0.33
Plan makes timely decisions about appeals <59% >=59%to<75% >=75%to < 85% >=85%to< 97% >=97%
Reviewing appeals decisions < 68% >=68%to < 83% >=83%to< 91% >=91%to< 97% >=97%
Call center, foreign language interpreter and TTY availability < 36% >=36%to < 59% >=59%to < 83% >=83% to < 94% >=94%

Source: Centers for Medicare & Medicaid Services, 2023 Star Ratings Data Table - Part C Cut Points.
Notes: MA = Medicare Advantage; SNP = Special Needs Plan; TTY = teletypewriter.
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