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Health Law & Business News

Medicare Looks for Competitive Rates Under Trump’s
Latest Order (1)

By Shira Stein
Oct. 4, 2019, 1:30 PM; Updated: Oct. 4, 2019, 3:43 PM

Executive order asks for plans to make rates market-based

Top Medicare official has said program does not pay enough

Payments for Medicare services need to inch closer to rates paid by private insurers to make the program

more competitive, according to the Trump administration, which plans to study ways to close the gap.

Medicare Advantage, privately managed plans that offer many of the same benefits as traditional

Medicare, compete by offering additional services not covered under the basic program. But the Trump

administration in an Oct. 3 executive order is looking for ways to make the plans, which cover a third of

Medicare participants, compete on costs as well.

Those ideas could help traditional Medicare, which pays doctors based on the services they provide, also

keep costs down, a former administration official familiar with the order said.

The administration has been clear it wants Medicare payments to more closely mirror market rates, but

Medicare rates are set by the federal government and based on recommendations made by a group of

advisers to Congress. The executive order comes as Medicare’s trustees project that the Medicare hospital

insurance trust fund, which covers 41% of program spending, will become insolvent by 2026.

Traditional Medicare pays doctors more for services than Medicare Advantage plans, which bundle

payments for lower rates, Katy Talento, former special assistant to the President Donald Trump on health

policy, said.

The American Medical Association and the American College of Emergency Physicians declined to

comment.

A 2017 study found that Medicare Advantage plans have negotiated lower prices for some health-care

services in which traditional Medicare overpays.
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One reason Medicare Advantage has been able to keep its costs lower is because it serves far fewer

people than traditional Medicare coverage, the former administration official said. That’s one reason the

Trump team asked Health and Human Services Secretary Alex Azar and Council of Economic Advisers

Acting Director Tomas Philipson to submit a report by March 31, 2020, detailing how those prices could be

changed before diving into new regulations.

Hard Comparisons

Part of why it’s so difficult to compare traditional Medicare payments with Medicare Advantage is because

they tend to pay for care differently, Beth Halpern, a partner at Hogan Lovells who focuses on payment,

said.

It looks like the price change report won’t be just about aligning the payment rates but aligning how care

is payed for, Halpern said.

The administration wants to make prices consistent across the board, Halpern said, and including private

insurers’ prices in this report is a way for them to help ensure Medicare prices can be as competitive as

what private insurers pay.

The order also directs Azar to come up with policy ideas to transition to market-based pricing in the

traditional Medicare program, which aligns with the report on how to change prices.

Seniors on Medicare “like what they have, so the president is going to protect it. But he’s also going to

make it better, more affordable, higher quality, with more options, and more control,” Azar told reporters

Oct. 3.

In addition to the cost report, the executive order requires the HHS to update requirements that Medicare

Advantage plans only contract with a certain number of providers in a given area, which is a problem in

rural areas that have fewer doctors. The order said that should be broadened to include providers who

can treat patients via telehealth.

The HHS is also required to look at how to stop pay disparities for services provided by nurse practitioners

and physician assistants.

Halpern said it is unnecessary for the HHS to study improving nurse practitioner and physician assistant

pay because there are only two options to do so—passing a law or having the Centers for Medicare &

Medicaid Services test it as a demonstration project.

The HHS must also reduce barriers for seniors joining Medicare Medical Savings Accounts, a type of high-

deductible Medicare Advantage plan with a medical savings account.

The order continues a push to pay the same rate for medical services provided in off-campus, hospital-

based clinics as it does for those provided in doctors’ offices. A prior attempt was struck down in court.

—With assistance from Tony Pugh
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(Updated with additional reporting throughout.)
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