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Why GAO Did This Study

Nearly 11 million Medicare
beneficiaries are enrolled in
Medicare Advantage (MA),
Medicare’s private health insurance
option. Benefits vary by MA plan
and may include coverage for
services not available in traditional
Medicare. To ensure MA plan
benefit package designs do not
discriminate against beneficiaries
in poor health with high expected
health care costs, the Centers for
Medicare & Medicaid Services
(CMS) reviews and approves all
benefit packages yearly.

GAO examined (1) MA plan benefit
packages by average health status
of plans’ enrolled beneficiaries,

(2) distribution and characteristics
of MA plans by average beneficiary
health status, and (3) CMS’s
process for ensuring that benefit
packages do not discriminate with
respect to health status. Using 2008
data on beneficiaries’ expected
health care costs, the most recent
data available, GAO sorted 2,899
plans enrolling 7.5 million
beneficiaries into three groups:
good health (below-average
expected costs), average health,
and poor health (above-average
expected costs). GAO then
analyzed MA plan benefit packages
by health group and reviewed CMS
documentation and interviewed
agency officials on CMS’s benefit
package review process. GAO did
not determine whether plans
structured benefit packages in
response to enrolled beneficiaries’
health status or beneficiaries in
particular health groups chose
plans because of the benefits.

View GAO-10-403 or key components.
For more information, contact James C.
Cosgrove at (202) 512-7114 or
cosgrovej@gao.gov.

MEDICARE ADVANTAGE

Relationship between Benefit Package Designs and
Plans’ Average Beneficiary Health Status

What GAO Found

In 2008, plans in the good health group generally had lower premiums, higher
cost sharing for certain services, and fewer additional benefits than plans in
the poor health group. Almost half of the plans in the good health group did
not have an MA premium for medical or drug coverage, while about one-fifth
of plans in the poor health group had no MA premium. Plans in the good
health group had higher cost sharing, weighted by enrollment, for inpatient
hospital care, skilled nursing facility stays, and renal dialysis than plans in the
poor health group. Plans in the good health group were more likely to have an
out-of-pocket (OOP) maximum, but the average OOP maximum for plans in
that group, weighted by enrollment, was 55 percent higher than that for plans
in the poor health group. Comprehensive dental and hearing aid benefits were
more likely to be included in the benefit packages for beneficiaries in the poor
health group of plans whereas fitness benefits were more likely to be included
in the benefit packages for beneficiaries in the good health group of plans.

Forty-three percent of plans were in the good health group, 37 percent in the
average health group, and 20 percent in the poor health group. Twenty-nine
percent of MA beneficiaries were in plans in the good health group, 55 percent
in plans in the average health group, and 16 percent in plans in the poor health
group. Among the five largest companies sponsoring MA plans, beneficiary
health varied: one sponsor had 17 percent of its beneficiaries in plans in the
good health group and 17 percent in plans in the poor health group; another
sponsor had 49 percent of beneficiaries in plans in the good health group and
less than 1 percent in plans in the poor health group. Average beneficiary
health status also varied by other factors, such as plan type and plan size.

CMS has revised its process for reviewing MA plans for the likelihood of
discrimination. It developed a new methodology for setting cost-sharing
thresholds—criteria used to identify benefit packages likely to discriminate
against certain beneficiaries. For contract year 2010, CMS contacted all MA
plans with benefit packages identified as likely to discriminate, and all plans
subsequently met cost-sharing thresholds. The new methodology for setting
cost-sharing thresholds allowed higher cost sharing for some services relative
to 2009. For example, among plans without an OOP maximum or one above
$3,400 for 2010, allowed cost sharing for a typical inpatient mental health stay
doubled, from $61 per day to $130 per day, and allowed cost sharing for a
typical skilled nursing facility stay increased from $53 to $70 per day,
compared to 2009.

In comments on a draft of this report, CMS noted that GAO’s findings are
consistent with the agency’s experience. CMS also stated that, prior to
contract year 2010, it targeted for cost-sharing reductions plans with the most
egregious cost sharing and often reduced cost-sharing amounts, but to
amounts that were still above the thresholds.

United States Government Accountability Office


http://www.gao.gov/products/GAO-10-403
http://www.gao.gov/cgi-bin/getrpt?GAO-10-403


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements true
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


