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The cost of health care – with a perennial focus on pharmaceuticals in particular – is back at the forefront of 
health policy issues. It can be frustrating to follow the debate. One of the most basic issues is that it is very 
difficult to measure quality in health care. And without the ability to measure quality, you have no real idea 
about the effective price. Is someone paying for higher quality? Or more quantity? Or a higher price? Health 
care is riddled with quality-measurement issues.

There is also the tricky issue of actions versus outcomes. Ideally, one wants to pay for high-quality outcomes. 
But what is the “outcome” of an annual checkup for Eakinomics that leads to preventive health measures? 
Conceptually, it is the reduced probability of a specific, acute care episode in the future. What probability? 
What episode? It is simply very hard to measure.

In the absence of the ability to plausibly measure the contribution to outcomes, there is a natural focus on 
actions (or inputs).

It should be noted for the record that difficulties in measuring quality are not unique to health. What is the 
“best” laptop computer, tablet, or phone? What is the best college for an undergraduate education? The issue 
abounds, but in private-sector settings there arises a private-sector industry of providing that information. There 
are rankings and ratings from all sorts of sources.

The difficulty in health is that it is addicted to federal dollars. And federal dollars come with federal strings. 
Among them are attempts – led by the federal government – to measure the quality of the activities funded by 
the government.

Now it is fair to wonder: What is this blog post about? Has Eakinomics had a small stroke? Did I miss a 
statistical discussion in the vice presidential debate? None of the above. Instead, there was a news story about a 
decline in the equity value of a Medicare Advantage (MA) provider due to reports of a sharp decline in the 
rankings in the MA Stars program (Stars). This comes on the heels of an episode in the prior year of the Centers 
for Medicare and Medicaid Services (CMS) re-grading all the Stars ratings – and only providing better grades 
and not worse. (For the record: terrible incentives. Undergraduates would game this to the max.)

In some respects, this is unsurprising. The Stars program is super complicated. To give you a flavor of the 
factors used to measure quality, the following table is reproduced from a CMS fact sheet on the Stars program.
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https://www.wsj.com/business/humana-shares-slide-on-lower-medicare-advantage-ratings-cd6e1267?mod=hp_lead_pos10
https://www.wsj.com/health/healthcare/medicare-will-recalculate-quality-ratings-of-medicare-advantage-plans-eebee409?mod=article_inline
https://www.cms.gov/newsroom/fact-sheets/2024-medicare-advantage-and-part-d-star-ratings


It clearly contains a mix of measures, and there is the further issue of arriving at a single quality metric for the 
MA plan overall.

So, quality matters and Stars is imperfect. But having something like it – ever-improving, one hopes – allows 
beneficiaries to choose plans wisely and directs money to high-quality plans. Those are central features of a 
successful, market-driven program.

Oh, and by the way, there is no (zero, zilch, nada) attempt to measure quality in traditional, fee-for-service 
(FFS) Medicare. Unsurprisingly, providers love FFS, but taxpayers must foot a bill rising unsustainably.

The goal for health care policy should be to measure quality, ever better over time, in every dollar funded by the 
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taxpayers.
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