CMS Official Calls For Medicare Advantage To Prove Value Amid
Growing Concerns Over Payment Gap
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Medicare Advantage (MA) plans must prove they deliver enough value for the extra
federal reimbursement they receive compared to traditional Medicare, CMS' principal
deputy administrator said while acknowledging concerns that the funding disparity is
undermining accountable care organizations (ACOs) and contributing to health care
consolidation.

During the opening session of the National Association of Accountable Care
Organizations’ (NAACOS) Fall 2024 Conference on Thursday (Oct. 17), Jon Blum,
CMS' principal deputy administrator, said the agency, Congress and stakeholders must
hold MA plans accountable for demonstrating their value, care access, and public policy
mission, given the significant variation in payments.

Blum also suggested that Congress could adjust the statutory budget neutrality
requirements that currently limit CMS from making significant changes on its own to
close the payment gap among plans, which he said would create a better balance for
both beneficiaries and taxpayers.

“For now, the public is paying a 17%, 18%, 20% payment differential. The question that
we need to demand and keep asking is, ‘Are we getting 17% to 20% more value for
those dollars?”” Blum said. “If the answer is no, then that suggests that we really need to
think differently collectively for what the right framework is.”

Medicare spends about 22% more on enrollees in MA -- a private health insurance
option covering more than half of Medicare beneficiaries -- compared to fee-for-service
(FFS), which amounts to $83 billion more in payments in 2024, according to a March
report from the Medicare Payment Advisory Commission (MedPAC). A separate March
analysis by the Center for American Progress (CAP) found that MA plans are overpaid
by 22% to 39% relative to traditional Medicare, and without reform, this could lead to
$1.3 trillion to $2 trillion in overpayments over the next decade.

Lawmakers and advocates have long argued despite the significant funding directed
toward MA plans, the plans aren’t improving the quality of care for patients, and
taxpayer dollars could be better spent on strengthening traditional Medicare.

Blum’s recent comments reignite concerns about whether patients are getting
enough value from the money spent on MA plans, especially with recent reports of
MA plans using prior authorization to bolster profits by denying access to necessary
care.



MA plans often include supplemental benefits like dental and vision, which traditional
Medicare doesn’t offer. Another reason MA is so popular is it streamlines the process
for beneficiaries, combining all their health insurance needs -- Medicare Parts A, B, D
and supplemental benefits -- into one easy-to-manage plan.

However, according to Blum, CMS lacks clear data on whether beneficiaries are
genuinely benefiting from these additional services, and there doesn’t appear to
be a noticeable difference in quality.

“Do they get value from those extra services? And what's the health care
consequences? Do we get better health care outcomes?” Blum asked at the
conference. “[We] don't necessarily see a fundamentally different quality picture
between the MA side versus the traditional Medicare side.”

ACOs operate within the traditional Medicare space, and during Thursday’s conference,
attendees expressed concerns to Blum about MA plans receiving more funding while
ACOs are struggling -- especially as some ACOs face reduced benchmarks under CMS'
proposed Physician Fee Schedule (PFS) rule. They warned the future of ACOs is
uncertain, particularly as more beneficiaries shift to MA plans, shrinking the pool of
traditional Medicare participants.

One attendee argued the funding imbalance and the shift toward MA plans are fueling
familiar problems in the health care marketplace, such as increasing administrative
burdens, prioritizing profits over patient outcomes, and accelerating market
consolidation. They charged that the enormous profits MA plans generate indicate that
funds are being used more for financial gain than for improving care or reducing costs,
while also enabling MA plans to buy up physician practices, forcing doctors to either
work for large corporations or leave the market entirely.

When asked about the constraints CMS faces in making ACOs more financially viable
and whether there’s any chance of creating pay equity between MA and ACOs, Blum
said CMS operates within a "budget neutrality framework,” which limits their ability to
benchmark ACOs effectively and restricts opportunities for real improvements. He
suggested Congress may need to make changes to the current $20 million statutory
budget neutrality requirement.

“l think we can all agree that we need to take a hard look at the current statutory
frameworks to ensure they're fair,” Blum said, “and if the country is going to pay more
than that, we need to demand that that value demonstrated is clear.”

A bipartisan group of House lawmakers called on Speaker Mike Johnson (R-LA) and
Minority Leader Hakeem Jeffries (D-NY) on Tuesday (Oct. 15) to pass legislation that,
among other things, would revise the PFS budget neutrality requirement to allow for
more significant system changes and prevent further cuts to physician pay. -- Jalen
Brown






