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Like millions of Americans, Mary is worried about managing
her Type 2 diabetes—particularly about controlling her
cholesterol and lowering her risk of developing coronary
heart disease. But she cannot find reliable information on
how well her current doctors, who are in original, fee-for-
service Medicare, are helping patients just like her. That’s
because original Medicare doesn’t track these quality

measures or provide consumers with effective information.

While original Medicare leaves patients in the dark, Medicare
Advantage plans are required to disclose objective ratings
based on their quality of care. Mary can simply go to Plan
Finder—an online portal that compares plans that offer
prescription drug coverage including Medicare Advantage
plans—to find plans in her area rated highly for cholesterol
screenings for people with diabetes. She may find that some
of these plans offer her someone who will help schedule her
medical appointments, coordinate her care, and find
additional support services within her community. This will
help Mary choose a plan whose members are getting the
recommended care for diabetes, including care that lowers
her risk of heart disease. If original, fee-for-service Medicare
were required to provide the same consumer-friendly,
comparative-quality information as Medicare Advantage,
Mary could make informed decisions about all the plans
available to her, so she could choose the right coverage for
her and her health condition. This would make her happier
and healthier. Along with a new enrollment process for
Medicare beneficiaries described in a separate Third Way Idea
Brief, this effort would produce federal savings of $57.3 billion

over 10 years. !

This idea brief is one of a series of Third Way proposals that cuts

waste in health care by removing obstacles to quality patient care.
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This approach directly improves the patient experience—when
patients stay healthy, or get better quicker, they need less care. Our
proposals come from innovative ideas pioneered by health care
professionals and organizations, and show how to scale successful
pilots from red and blue states. Together, they make cutting waste

a policy agenda instead of a mere slogan.

What Is Stopping Patients From
Choosing The Right Medicare
Plan?

There are three main obstacles preventing beneficiaries from
choosing the right Medicare plan for their needs: 1)
Inadequate quality assessments from fee-for-service
Medicare plans, 2) overly complicated (and sometimes
conflicting) quality assessments for Medicare Advantage
plans, and 3) no way to estimate the complete financial

impacts of different health plan choices.

1. Inadequate quality assessments
from fee-for-service plans.

Medicare beneficiaries do not have a clear way of knowing
about the quality of care provided in the original, fee-for-
service Medicare program. In contrast, Medicare Advantage
plans receive a star rating based on their quality of care and
their customer satisfaction. After adopting the quality
rankings for Medicare Advantage plans, Congress has never
gone back to requiring the same for original, fee-for-service
Medicare. The lack of this information is especially striking
on Medicare’s Plan Finder. This online comparison tool
provides an overall star rating for each Medicare Advantage
plan and prescription drug coverage plan (Part D).
Beneficiaries can view plan star ratings on specific quality
measures that may be of personal interest (such as cancer
screening), help with managing chronic conditions, and
customer service. But Plan Finder does not provide similar

information about original Medicare. 2



This omission is likely due to the origins of Medicare.
Medicare was not conceived as an organized system of care
when it was enacted in 1965. At that time, it was a single,
public health plan that paid for health care with a fee for
every service plus supplemental coverage from private health
plans, also known as Medigap. But, today, 30% of Medicare
beneficiaries are enrolled in a Medicare Advantage plan that
combines the coverage of original Medicare and supplemental
coverage, which provides lower cost sharing and other
benefits not covered by original Medicare. Virtually all
Medicare beneficiaries, no matter where they live, can choose
between Medicare Advantage and original Medicare. 3 On
average, they have 19 choices including original Medicare. 4
Those choosing original Medicare have an additional 30
choices, on average, for Part D prescription drug plans and a
multitude of choices for supplement medical coverage. > That

is awfully complicated.

The plan one chooses has consequences for the quality of care
one receives. Nationally, the quality of care (based on current,
but limited, research) can be higher in Medicare Advantage
plans compared to original Medicare according to Harvard
professors Joseph Newhouse and Thomas McGuire. ¢ Still,
original Medicare has been doing much to improve its quality,
winning bipartisan support for improving care while lowering
costs. Starting with the Medicare Prescription Drug,
Improvement, and Modernization Act of 2003 (MMA) and
continuing with the Affordable Care Act, Congress has given
Medicare Administrators broad authority to roll-out
successful innovations. 7 However, by not requiring the
original Medicare plan to report on its overall performance as
a plan, beneficiaries are kept in the dark about one of the
most important choices they will make concerning their

health and well-being.

Medicare beneficiaries should know what they are getting
when they enroll in original Medicare. While Medicare does
provide quality reports on individual providers (like Hospital
Compare), research indicates that a single indicator of quality

—one that is easy to understand and process—is critical in



helping consumers make smarter health care choices. 8

When this information is aggregated in a consumer-friendly
way, like the star ratings for Medicare Advantage and Part D
plans, consumers can avoid information overload when trying

to process the material. 9

2. Overly complicated (and
sometimes conflicting) quality
assessments for Medicare Advantage
plans.

As both public and private payers tie reimbursement to health
care quality, the number of programs requiring quality data
submission and quality measures has dramatically

increased. 1° Rising use of quality measures is a welcome
development, but the lack of coordination across public and
private payers, and among public quality measurement
programs, has created a significant burden on providers—

and confusion for patients. For example:

e Quality reporting requirements vary even within programs
managed by the Centers for Medicare & Medicaid Services
(CMS), such as the Physician Quality Reporting System
(PQRS), Physician Value-based Payment Modifier, the
Shared Savings Program for Accountable Care
Organizations, and the Electronic Health Record Incentive

Programs. 1!

» Hospitals report that measures, definitions, and
requirements vary across different quality reporting
programs with limited coordination between federal,

state, and local reporting programs. 12

Public and private initiatives, such as the Office of the
National Coordinator for Health Information Technology’s
(ONC) Health eDecisions Standards and Interoperability
Initiative, the Health Resources and Services
Administration’s (HRSA) Measure Management Review
Board, the Department of Health and Human Services’ (HHS)
Measurement Policy Council, and the Buying Value initiative

in the private sector, aim to develop common performance



measures, standardize and align reporting requirements, and
generally reduce the reporting burden on providers. 13 While
the enactment of the permanent “doc fix” legislation has the
potential to simplify reporting requirements, CMS will need
to ensure that the multiple simplification efforts do not

create new complexities.

Also, quality measurement is too often reliant on clinical
process measures, which are, in some cases, only weakly
correlated with outcomes—perpetuating the problem of
volume over value in original Medicare. 4 For example,
Medicare currently requires cardiologists to report on how
often they evaluate the pumping action of the lower left
chamber of a patient’s heart even though that evaluation
does not make any difference in whether the patient survives

heart disease. 15

3. No way to estimate the financial
impacts of different health plan
choices

Beyond quality information, beneficiaries cannot adequately
compare their total costs of original Medicare (and
accompanying Part D and Medigap plans) with their costs
under a Medicare Advantage plan. The CMS Medicare Plan
Finder permits the comparison of original Medicare, Part D
prescription drug plans, and Medicare Advantage plans. 10
However, it does not combine the costs of original Medicare
with a Part D plan when comparing to a Medicare Advantage
plan that provides prescription drug coverage. In addition,
Plan Finder does not include Medigap plans, which are
purchased by 26% of original Medicare beneficiaries

nationwide. 17

Medicare Plan Finder also only allows the comparison of three
plans at a time. This is inadequate. This means that a
beneficiary could only compare, for example, original
Medicare, one prescription drug plan, and one Medicare
Advantage plan. While limiting comparisons does help to
reduce choice overload, it is difficult to make a decision while

looking at options in sets of three choices. Furthermore,



when beneficiaries can’t see the total cost of health care, they
may be less motivated to make a choice, which reinforces
status quo bias—which explains the tendency for people to
accept things as they are and avoid making new decisions. 18
Very few Medicare beneficiaries switch plans annually despite

the fact they could get better coverage at lower costs. 19

Where Are Innovations
Happening?

The lesson from places that have tested consumer behavior
with Medicare quality ratings is that quality matters. When
options are made clear, beneficiaries are more likely to
choose plans that offer high quality at an affordable price. In

other words, they choose value.

For example, CMS announced that 60% of Medicare
Advantage enrollees are in plans with four or more stars for
2015, an increase of about 31% from 2012 enrollment

levels. 20 A recent study found that star ratings drive
enrollment decisions for both first-time enrollees and for
beneficiaries who switch plans. 2! For first-time enrollees, a
1-star increase in a plan’s rating was associated with a 9.5
percentage point increase in the likelihood of enrollment. For
a beneficiary facing a choice of 14 plans (the median for this
sample), likelihood of enrollment in a particular plan
increased from 7.1% to 16.6% with a 1-star higher quality
rating. For beneficiaries switching plans, a 1-star increase in
quality rating was associated with a 4.4 percentage point
increase in the likelihood of enrollment. Notably, a plan with
a star rating at least as high as the beneficiary’s current plan
was associated with a 6.3 percentage point increase in the

likelihood to enroll.

Another study focused on the influence of cost and quality
data presentation on consumer provider choices found that
most respondents were open to making high-value choices,
and the presentation of easily understood quality information
increased the likelihood that respondents would make the

high-value choice. 22 When respondents were presented with



specific cost information (an actual dollar amount) but no
quality data, 80% chose the high-value option. 23 That rate
rose to 90% when a strong quality signal was provided.
Notably, respondent confidence in provider choice increased

when the quality signal was strengthened. 24

An online service, eHealth, has assembled much of the critical
information to assist Medicare beneficiaries in comparing
coverage choices on its website, eHealthMedicare.com. Here,
beneficiaries may compare up to four Medicare Advantage,
Medigap, or Medicare Part D prescription drug plans. Notably,
when comparing Medicare Advantage or Medigap plans,
eHealthMedicare.com automatically includes comparable
premium and cost-sharing information for Medicare on the
same screen, providing beneficiaries with a more complete
picture of their potential financial obligations. However, the
site does not provide the beneficiary’s total cost—for
example, by adding original Medicare and Medigap premiums
together—and does not allow comparison of Medicare
Advantage and Medigap plus original Medicare on one screen.
Another drawback is the disclaimer indicating that
eHealthMedicare.com does not provide a complete list of
plans available in a beneficiary’s service area. Enrollment for

many plans is available online and for all plans via phone.

How Can We Bring Solutions To
Scale?

Congress should make the two main parts of Medicare—
original Medicare as well as Medicare Advantage—
comparable for consumers based on quality ratings. Here are
five keys steps for policymakers to do that, while reducing the

reporting burden on providers from new quality measures:

1. Congress should improve the star
rating system for Medicare
Advantage plans.

Changing the quality measures that go into the star-rating is
an important first step to ensure the best possible foundation

before expanding them into original Medicare. This change
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will focus quality ratings on outcomes, rather than care

processes.

This proposal draws on an idea under consideration by the
Medicare Payment Advisory Commission (MedPAC). 25
MedPAC offers a number of examples of these types of
measures, including potentially preventable hospital
admissions, potentially preventable emergency department
visits, hospital readmission rates, mortality rates after
hospital admission, healthy days at home, and patient
experience measures. 26 While several of these measures
focus on provider quality, the results would be aggregated at
the Medicare Advantage plan level, within a geographic area,
to provide a picture of the quality of care received by plan
members. MedPAC analysis indicates that at least two of
these measures (potentially preventable admissions and
potentially preventable emergency department visits) can be
calculated using Medicare claims data, which would reduce
the reporting burden on providers. 27 At the same time, it is
important to develop and rely on quality measures that plans
can directly improve upon like the Healthcare Effectiveness
Data and Information Set (HEDIS) outcome measures.
Similarly, some quality measures such as long-term mental
health status should be excluded from the star ratings when

they do not differentiate the quality of care between plans.

Another improvement is to fix a problem with the Medicare
Advantage star rating system that discourages health plans
from providing the best care for the sickest patients. Some
health plans are concerned that the star rating system does
not account for plans that serve a higher number of dual-
eligible members (also called “duals”), who are eligible for
both Medicare and Medicaid. 28 These members have higher
rates of chronic disease, disability, and mental illness. They
need more resources in order achieve the good results. At the
same time, some consumer groups are concerned that
adjusting star ratings for plans that have more duals would
effectively lower the bar for taking care of lower income

beneficiaries. 29



In order to make the star ratings fair and encourage health
plans to provide the best care for everyone, their star rating
should be higher when they do well serving a greater number
of dual eligible members to the extent the health plan
deserves credit for doing so. 3° One way to fix this problem in
short-term is for CMS to look at plans’ performance on
quality indicators that apply particularly to duals (like
diabetes care) and increase their star rating if their
performance is higher than other plans serving similar levels
of dual eligible members. This approach would be similar to
the way that the patient satisfaction surveys are adjusted for
demographic characteristics like low-income subsidy or dual
status eligibility. 3! In the long-run, CMS should convene all
of the key stakeholders for help in developing better
adjustments to star-ratings that account for differing levels
of difficulty in patient care for each plan, known as a case-

mix adjuster.

A final improvement to the quality measurements would be
to have a more strategic and stable approach to changing star
ratings. The Centers for Medicaid and Medicare Services could
plan out the introduction of new quality measures or changes
to existing measures so that they leverage quality
improvements with the largest potential impact on a
patient’s health. Such a strategic approach should also allow
plans more time to prepare for new measures than under the
current approach. The star ratings would be more stable if
CMS would finalize the quality measures before the
measurement period begins each year and set clear terms for
achieving a high star rating on each measure, such as
retaining the four-star thresholds. As part of improving the
overall star rating process, CMS should consider engaging a
wide range of stakeholders through an annual formal public
comment period, with a 60-day comment period (or longer),
for both long-term and short-term changes in the quality

measures.

2. Congress should apply quality
measures from Medicare Advantage
to original Medicare.



Original, fee-for-service Medicare should report on its quality
of care as a plan (within a geographic area) and receive a star
rating like Medicare Advantage plans. Original Medicare’s star
rating should be displayed for beneficiaries in Medicare’s Plan
Finder, alongside Medicare Advantage plan choices and star
ratings. By making original Medicare accountable for its
quality of care, Medicare will continue to evolve from simply
being a bill payer to becoming an entity that manages risk
and assumes accountability for beneficiary health outcomes.
CMS will need to do a thorough review of exactly which
components of the star ratings can be adopted quickly and

which will need additional time for development and review.

This proposal is related to an idea advanced by MedPAC to
calculate Medicare fee-for-service quality results in order to
compare them to Medicare Advantage in a defined
geographic area. 32 MedPAC proposes to use the new
population-based outcomes measures both for public
reporting and for making payment adjustments to Medicare
Advantage plans and accountable care organizations
(ACOs). 33 The focus of our proposal, however, is simply to
make the quality comparison between original Medicare and

Medicare Advantage clear to beneficiaries.

As MedPAC notes, this proposal will require an accompanying
policy change in that Medicare and Medicare Advantage
quality reporting would need to occur at the same geographic
level and at a level that is meaningful to beneficiaries. 34
Currently, Medicare Advantage plans report quality measures
at the contract level, which may span large geographic areas
containing multiple, distinct health care markets. Moreover,
each contract can include multiple kinds of options offered by

a plan that may have different quality results.

Congress should direct Medicare to establish smaller quality
collection and reporting for geographic areas that relate to
the areas in which beneficiaries make plan choices as long as
the results were statistically reliable for the smaller areas and
account for differences in service areas between plans. The

state level would be too broad and would not account for local



differences. Plus, not all Medicare Advantage plans are state-
wide. County-level data would not necessarily correspond to
provider service areas. Metropolitan Statistical Areas (IMSASs)
might be a suitable set of boundaries. For assessing Medicare
Advantage plans, MSAs also make sense except where they
cross state lines, because health plans are state-regulated
and their operations are often state-based. Only within the
District of Columbia MSA would a cross-MSA region be fully
justifiable due to the tradition of health plans’ operations
crossing state boundaries. Medicare Part D plan regions would
also require adjustments to make true apples-to-apples

comparisons.

3. Congress should ensure that
consolidating provider quality
measures reduces the reporting
burden on providers.

The 2014 bipartisan, bicameral “doc fix” included a provision
to consolidate three existing quality incentive programs into
one incentive payment. 3> Under the merit-based incentive
payment system (MIPS), certain providers paid under the
Medicare physician fee schedule would receive an annual
payment adjustment based on their performance. MIPS would
consolidate quality reporting and incentives now contained
within the Physician Quality Reporting System, the Value-
Based Payment Modifier, and electronic health record
meaningful use standards. As CMS implements this new law,
Congress should use its oversight powers to help make sure

the reporting burden on providers gets easier.

In another initiative, CMS has recently offered eligible
professionals participating in the Physician Quality Reporting
System (PQRS) a new reporting mechanism via a qualified
clinical data registry (QCDR). 3¢ A QCDR could be an existing
registry, certification board, or other similar entity that
collects medical and/or clinical data for the purpose of quality
improvement. 37 Ideally, eligible professionals are already
submitting quality data on patients across multiple payers,

not just Medicare beneficiaries, to the QCDR. Under this new



initiative, the QCDR then provides this multi-payer data to
CMS to satisfy the eligible professional’s PQRS reporting
requirements. By meeting certain requirements, eligible
professionals can use this reporting avenue to earn a 2014

incentive payment and avoid the 2016 payment adjustment.

4. CMS should overhaul the
Medicare Plan Finder in order to
provide accessible cost and quality
information to inform beneficiary
enrollment decisions.

Specifically, Medicare Plan Finder should include original
Medicare’s new star rating to facilitate direct quality
comparison between original Medicare and Medicare
Advantage. Plan Finder should also permit beneficiaries to
view their total cost of care on one screen whenever possible.
For a beneficiary who elects original Medicare, this would
include the Part B premium and deductible as well as the
premium, deductible, and copay/coinsurance structure for the
prescription drug plan they elect and the premium for the
Medigap plan in which they may choose to enroll. For a
beneficiary who elects a Medicare Advantage plan without
drug coverage, the premium, deductible, and
copay/coinsurance structure for their separate prescription
drug plan should be included. Only when all costs are viewed
together, on one screen, can beneficiaries make an informed

choice.

Plan Finder should display quality and cost information
together and Medicare should consult with experts to
determine best practices for the display of information to
consumers in a way that encourages high-value choices.
Finally, plan finder should make its data available to other
consumer comparison tools like HealthCare.com, that are in
the business of helping consumers shop for coverage as
Kayak.com does for travel. A proliferation of comparison tools
could go hand-in-hand with easing highly restrictive plan

marketing prohibitions like stopping a Medigap plan from



including information about Medicare Advantage plan in the

information packets requested by consumers.

5. Congress should make it easier for
beneficiaries to act upon their
choices once they find their

preferred plan on the Medicare Plan
Finder.

Enrollment in a plan of a beneficiary’s choice should be as
simple as a click of button. Plan Finder already lets
beneficiaries enroll in Medicare Advantage and Medicare Part
D plans. It should also include the option to enroll in a
Medigap plan as well. Greater use of this centralized
enrollment process could potentially reduce some of the
health plan marketing costs. Plans could choose between
relying on health plan finder or their own marketing just as

they do in the marketplaces under the Affordable Care Act.
Savings

Providing comparative quality information for beneficiaries
will drive Medicare Advantage plans and original Medicare to
improve quality. In turn, higher quality care generally leads to
lower costs. For example, despite significant cuts to the
Medicare Advantage program, the average plan quality has

increased as average premiums have decreased. 38

In 2014, 38% of Medicare Advantage plans received a four star
or more quality rating and enrolled 53% of Medicare
Advantage enrollees in these plans, compared with 14% and
24%, respectively, in 2011. 39 At the same time, Medicare
Advantage premiums for beneficiaries are 10% lower since
the enactment of the ACA. 40 When combined with Third
Way’s proposal to change the default enrollment for new
beneficiaries, this proposal will save the federal government
$57.3 billion over 10 years. 4! It will save beneficiaries $1,704

on average in lower premiums. 42

Questions and Responses



Will comparing original Medicare quality to
Medicare Advantage quality be meaningful
when original Medicare has not explicitly
accepted responsibility for the health of a
population the way a Medicare Advantage
plan does?

Medicare has an implicit responsibility for beneficiary health
and should engage in care coordination and quality
improvement activities the way Medicare Advantage plans do.
Measuring quality across the members of original Medicare
will reveal gaps in care that are important to patients as well
as Medicare’s administrators. It will push original Medicare to
improve its performance, acknowledge where it falls short,

and recognize where it is superior.

How could original Medicare ensure it would
have the same incentive to report good
performance data as in private Medicare
Advantage plans?

Medicare Advantage plans and the providers in their network
can work as a team to document and improve their star
ratings. Original Medicare has not assumed that kind of
leadership with its providers. Instead, it has largely acted as a
steady source of payment for them. As part of reporting on
quality measures, original Medicare should develop a
management plan to guide where it can do the most to
improve its performance. It could work with Quality
Improvement Organizations (QIOs), which are already
involved in checking the quality of care of providers. It could
be very productive to encourage the QIOs to develop better
data collection and quality improvement strategies as part of

their work with providers.

What about improving the information about
Medicare Advantage plans to help
consumers make an informed choice?

For many consumers, the choice of provider may be the most

important factor in choosing a plan.. To support selection of a



plan, one idea is that beneficiaries could simply enter
provider names in Medicare Plan Finder and see a list of plans
that include specific providers. Plan Finder should also
include comparisons about plan’s varying requirements to
get access to prescription drugs like prior authorizations and
step therapy, where patients must first see if lower cost drugs

work for them before getting access to more expensive ones.

How can Medicare prevent plans and
providers from gaming the star ratings?

As developments surrounding Medicare’s Nursing Home
Compare star rating program have shown, beneficiaries are
eager for easily understandable quality information, like star
ratings, but they must be assured the data on which the
ratings are reported are legitimate. 43 Medicare recently
announced changes to verify and audit data that was
previously merely self-reported with no government review.
Medicare should establish verification and audit measures for

all self-reported quality measures.
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