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Chiquita Brooks-LaSure

Administrator

Centers for Medicare and Medicaid Services
Department of Health and Human Services

Re: Advance Notice for Part C and Part D Payment Policies [CMS-2022-0021]

Dear Administrator Brooks-LaSure:

Thank you for the opportunity to comment on provisions of the 2023 Advance Notice of Methodological Changes
for Medicare Advantage (MA) Capitation Rates and Part C and Part D Payment Policies (hereafter the advance
notice). We applaud the emphasis being placed on improving quality measurement and exploring approaches to
improving equity in the health care system. Our comments focus on two specific issues: (1) CMS’ proposal to
incorporate socioeconomic factors in the CMS-HCC risk adjustment model; and (2) the need to improve quality
measurement related to substance use disorders in the MA program.

Using socioeconomic factors as predictors in the CMS-HCC risk adjustment model

The advance notice seeks comment on incorporating socioeconomic variables (e.g., enrollee ZIP code) into the
CMS-HCC risk adjustment model. CMS suggests that this approach may help advance health equity, presumably
by increasing risk scores for disadvantaged enrollees and thereby increasing MA plans’ incentives to provide
high-quality coverage to these enrollees.

However, there is good reason to believe that this approach would have the opposite of the intended effect. After
accounting for the variables that are currently included in the CMS-HCC model (e.g., HCCs, age, and sex),
Medicare enrollees living in low-income ZIP codes have lower spending, on average, than those living in higher-
income ZIP codes.! Thus, including ZIP-code-level income in the risk adjustment model would tend to reduce
risk scores for enrollees in low-income areas, weakening plans’ incentives to appeal to these enrollees. While
these findings are for ZIP-code-level income, they plausibly extend to other socioeconomic variables as well.

Importantly, these findings do not contradict evidence demonstrating that lower-income people tend to be in
worse health.? Rather, they indicate that people of a given health status (as measured by the variables in the CMS-
HCC model) who live in low-income areas use less health care than people of comparable health status who live
in higher-income areas. There are many factors that may contribute to this pattern. Notably, people in low-income
areas may have more difficulty accessing care, perhaps because fewer health care providers are located nearby,
because they have lower levels of trust in the health care system, because they have less access to transportation,
or because cost-sharing is a greater financial burden for people with lower incomes. MA plans’ efforts to profit
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from this pattern by attracting more low-income enrollees may also be one reason that low-income enrollees
disproportionately opt for Medicare Advantage over traditional Medicare.?

In light of this evidence, if CMS’ objective is to improve health equity, adding socioeconomic variables to the
risk adjustment model will often be counterproductive.* This is an illustration of the more general point that
improving the risk adjustment model’s statistical performance will not always make risk adjustment more
effective at improving market outcomes and, conversely, that making risk adjustment more effective at improving
market outcomes will sometimes require making changes that worsen the model’s statistical performance.

Different modifications to risk adjustment could potentially help CMS achieve its goals. CMS could consider
increasing risk scores for the enrollees of interest on an ad hoc basis. Another strategy would be to make upward
adjustments to the spending data used to fit the risk adjustment model for enrollees in the targeted group in
combination with adding socioeconomic predictor variables.® If implemented appropriately, this approach would
increase the risk scores of the targeted group, as desired. We do not affirmatively recommend any specific
approach here, but these are the types of approaches CMS would need to explore to achieve its goals.

Quality measurement and substance use disorders

We believe that CMS should rethink its overall approach to quality measurement in MA as it relates to substance
use disorder (SUD) care. We are in the midst of an opioid epidemic as well as an emerging crisis in stimulant
misuse and over 100,000 people lost their lives to drug overdoses during 2021. But the vast majority of people
with SUDs get no treatment. The 2016 Report of the Surgeon General on Substance Use Disorders reported that
just 10% of people with SUDs get any treatment for their condition.® In the case of opioid use disorders (OUDs),
only 20% of people with these conditions get treated.” Of those that get treated, only 34% get treated with an
intervention that is likely to work for them.® Yet, despite evidence that health plans have often gone to great
lengths to avoid enrollment by people with SUDs—including by limiting networks, erecting administrative
barriers, and imposing high cost-sharing—the tools Medicare Advantage has in place to promote better treatment
for SUDs are extremely limited.® We recommend that CMS change its approach in two ways.

Develop additional MA quality measures related to SUD care

To start, CMS should develop additional MA quality measures related to SUD care. The single existing MA
quality measure related to SUD care is the Initiation and Engagement of Alcohol and Other Drug Abuse or
Dependence Treatment (IET) measure, for which the advance notice proposes some minor technical changes.
Broadly, the IET measures the percentage of people with a medical claim that includes a SUD diagnosis who
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have a subsequent visit or interaction with the treatment system for that condition. For two reasons, this measure
provides a very incomplete picture of MA plans’ performance in connecting people with SUDs to care.

First, the IET misses people with SUDs who never use services and therefore do not receive a diagnosis, so a plan
can perform very highly on the IET while failing to ensure that most people who need treatment receive it.
Epidemiological survey evidence makes clear that this is likely a major problem.X® Second, the IET takes no
account of whether the treatment that people receive is appropriate. In light of the high prevalence of interventions
that are not supported by evidence of effectiveness, which was noted above, this is a serious limitation.

We recommend that CMS develop two new types of measures. First, CMS should develop measures that reflect
the share of all plan enrollees (rather than just plan enrollees with documented SUDs) who are receiving SUD
care. This measure’s broader denominator would avoid the first key problem of the IET. While it would have its
own downside of failing to adjust for differences in SUD prevalence across plans, we believe it would offer a
useful complement to the IET while better approaches are developed. Second, CMS should consider developing
measures for OUDs and possibly Alcohol Use Disorders that would only count evidence-based treatments such
as Medication for Opioid Use Disorders in the measure numerator.

Incorporate SUD measures into the Star Rating system

Over the longer-term, we believe that CMS should seek to incorporate quality measures related to SUD care into
the Star Rating system in order to strengthen MA plans’ incentives to facilitate access to this care. We
acknowledge that including these measures in the Star Rating program would dilute the weight placed on existing
measures. However, given the magnitude of the deficiencies in SUD care, we believe that cost is worth bearing.

We also note that incorporating the existing IET into the Star Rating program is not advisable. Because of the
limitations of the IET described above, attaching financial incentives to the IET would reward conduct that does
not promote access to evidence-based treatment. In fact, it may cause plans to discourage enrollees from seeking
out SUD diagnoses or encourage enrollees to use ineffective treatments. The new measures we describe above
would avoid some of these problems, but they would also have the potential to create some unintended incentives,
which would need to be carefully weighed. Nevertheless, we believe that developing SUD measures suitable for
inclusion in the Star Rating program should be CMS’ medium-term goal.

Thank you gain for the opportunity to comment on the advance notice. If we can provide any additional
information, please do not hesitate to contact us.

Sincerely,

Matthew Fiedler

Fellow, USC-Brookings Schaeffer Initiative for Health Policy
Economic Studies Program

The Brookings Institution

Richard G. Frank

Leonard Schaeffer Chair in Economic Studies

Director of USC-Brookings Schaeffer Initiative on Health Policy
The Brookings Institution
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