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Abstract

Objective: Examine whether Medicare Advantage (MA) coverage is associated
with more efficient prescribing of Part B drugs than traditional Medicare (TM)
coverage.

Data Sources: Twenty percent sample of 2016 outpatient and carrier TM claims and
MA encounter records and Master Beneficiary Summary File data.

Study Design: We analyzed whether MA enrollees compared to TM enrollees more
often received the low-cost Part B drug in four clinical scenarios where multiple simi-
larly effective drugs exist: (1) anti-VEGF agents to treat macular degeneration,
(2) bone resorption inhibitors for osteoporosis, (3) bone resorption inhibitors for
malignant neoplasms, and (4) intravenous iron for iron deficiency anemia. We then
estimated differences in spending if TM prescribing aligned with MA prescribing.
Finally, using linear probability models, we examined whether differences in MA and
TM prescribing patterns were attributable to differences in the hospitals and clinician
practices who treat MA and TM enrollees or differences in how these hospitals and
clinician practices treat their MA versus TM patients.

Data Collection/Extraction Methods: Not applicable.

Principal Findings: In all cases, a larger share of MA enrollees received the low-cost
drug compared to TM enrollees, ranging from 8 percentage points higher for anemia
to 16 percentage points higher for macular degeneration in the unadjusted analysis.
Results were similar in regression analyses controlling for enrollee characteristics and
market factors (5-13 percentage points). If TM prescribing matched MA prescribing,
we estimated savings ranging from 6% to 20% of TM spending for each scenario. Dif-
ferences in prescribing patterns were driven both by MA enrollees receiving treat-
ment at more efficient hospitals and clinician practices and hospitals and clinician
practices more often prescribing low-cost drugs to their MA patients.

Conclusions: Our findings show MA enrollees were more likely than TM enrollees to
receive low-cost Part B drugs in four clinical scenarios where multiple similarly or

equally effective treatment options exist.

KEYWORDS
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on Part B drugs.

1 | INTRODUCTION

Medicare spending on Part B drugs (i.e., clinician-administered injec-
tions and infusions) grew 9.6% annually from 2009 to 2017, which is
more than double the 4.4% annual increase in overall Medicare spend-
ing.! The growth in Part B drug spending is projected to continue and
places an increasing financial burden on the Medicare program and
enrollees, as enrollees without supplemental coverage are typically
responsible for 20% co-insurance.? Numerous sources, including
MedPAC! and ASPE,? attribute the growth in spending at least in part
to incentives embedded in the Medicare reimbursement system for
these drugs.

For Part B drugs, in traditional Medicare (TM), clinician practices
and hospital outpatient departments are reimbursed based on the
average sales price (ASP) of the drug plus a 4.3% add-on payment
(by statute, the add-on payment is 6%, but the add-on payment was
reduced to 4.3% due to the sequestration provision in the Budget
Control Act of 2011).2 This method of payment creates a higher reim-
bursement rate for more expensive drugs and may incentivize pre-
scribers to select high-cost rather than low-cost drugs. Consistent
with this incentive, several studies show that when a similarly or
equally effective low-cost Part B drug exists, clinicians in many hospi-
tals and practices prescribe the high-cost option.*””

The evidence to date on prescribing of Part B drugs has been
limited to TM. A growing proportion of Medicare beneficiaries,
however, now receives their coverage through Medicare Advan-
tage (MA), making it increasingly important to extend studies to
include these individuals. Further, differences in the financial
incentives in MA compared to TM suggest that MA coverage may
be associated with more efficient prescribing of Part B drugs, fur-
ther raising the value of studying Part B prescribing in MA.2 It has
only recently become possible to examine prescribing of Part B
drugs in MA, as MA encounter data were not historically released

to researchers.

What this study adds
o Medicare Advantage coverage was associated with more efficient prescribing of Part B drugs

What is known on this topic

o The current traditional Medicare reimbursement system for Part B drugs incentivizes clinician
practices and hospital outpatient departments to prescribe more expensive drugs.

o Medicare Advantage insurers have a financial incentive to reduce spending on medical ser-
vices, but it is unknown whether Medicare Advantage coverage reduces wasteful spending

o There is limited research on whether Medicare Advantage coverage is associated with more

efficient or higher quality treatment, and the existing studies have mixed results.

in four scenarios where multiple similarly effective treatments were available.

o Medicare Advantage enrollees received treatment at hospitals and clinician practices that
favored prescribing lower cost Part B drugs.

¢ |n addition, within hospitals and clinician practices, Medicare Advantage enrollees more often

received low-cost drugs than traditional Medicare enrollees.

The MA program engages private insurers to manage the care of
Medicare beneficiaries by paying the MA insurers a capitated per
member per month payment to cover the medical needs of their
enrollees. This incentivizes MA insurers to reduce spending under the
medical (Part B) benefit, including on Part B drugs. In other clinical set-
tings, such as postacute care and opioid prescribing, MA coverage
was found to be associated with reduced spending and better clinical
outcomes.” ** To date, there is no evidence we are aware of whether
MA coverage is associated with more efficient prescribing of Part B
drugs.

In contrast to TM, MA insurers may be able to reduce Part B drug
spending through tools such as prior authorization for high-cost drugs,
by changing how they pay in-network hospitals and clinician practices,
or by selecting which hospitals and clinician practices they will include
in their network. Based on negotiated contracts, MA insurers may
reimburse clinicians with a fee-for-service payment, for example, ASP
plus a percentage add-on payment. Another option is for MA insurers
to pay hospitals and clinician practices a capitated amount based on a
larger set of services the hospital or clinician practice provides, thus
also incentivizing their in-network hospitals and clinician practices to
reduce spending.*®

We sought to understand whether MA coverage leads to more
efficient prescribing (i.e., higher use of low-cost drugs when both low-
cost and high-cost drugs are available) compared to TM. If MA
insurers are able to incentivize more efficient use of these drugs, this
could have broader implications for reforming Part B drug payment
and reducing wasteful spending on Part B drugs. These findings would
inform ongoing policy efforts to identify and implement payment
models to reduce Medicare and enrollee spending on Part B drugs,
including recent bills in both chambers of Congress and innovation
models from the Centers for Medicare and Medicaid Services
(CMS) 16718

We used TM claims and MA encounter records to provide the

first evidence on whether MA is able to manage costs of Part B drugs
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by incentivizing use of lower cost drugs where they exist. Specifically,
we sought to address two research questions. First, are MA enrollees
more likely to get the low-cost drug in four clinical scenarios where
similar or equally effective drugs exist? Second, are differences
between TM and MA prescribing due to differences in the hospitals/
clinician practices that typically treat TM and MA enrollees (cross-
clinician organization differences) or differences in how hospitals/
clinician practices prescribe for TM and MA enrollees (within-clinician

organization differences) or a combination of the two factors?

2 | METHODS

21 | Dataandsample

To conduct this study, we used TM claims and MA encounter data
from 2016, including a 20% sample of TM outpatient and carrier (clini-
cian) claims and a 20% sample of MA outpatient and carrier encounter
records. These data allow us to identify which drugs enrollees
received, the associated diagnosis codes, and the hospital or clinician
practice where the enrollee was administered the drug.

The MA encounter data have only recently become available to
researchers, and considerable attention has been paid to the quality
of the data. Organizations such as the Government Accountability
Office (GAO),'? the HHS Office of the Inspector General (OIG),?° and
MedPAC?! have reviewed the accuracy and completeness of the
2014 and 2015 data. While the reviews identified several weak-
nesses?? including a high volume of missing home health claims and
inaccurate information on clinician specialty, the data files used for
this study (carrier and outpatient records) were found to be mostly
complete, and these reviews did not raise concerns about the primary
data element we drew from these files (Healthcare Common Proce-
dure Coding System [HCPCS] procedure code). We also chose to use
the 2016 data rather than 2015 data, as data accuracy and complete-
ness is improving each year, and this was the most recent data avail-
able at the time we began analysis. These data have been used for
several other studies evaluating MA. 2324

We obtained enrollee sociodemographic characteristics and insur-
ance plan details from the 2016 Master Beneficiary Summary File (MBSF)
and used the 2016 outpatient, carrier, and inpatient files to calculate
Elixhauser comorbidity index scores.2>2¢ If the enrollee has MA coverage,
the MBSF indicates for each month the specific contract the enrollee is
covered by. Contracts are uniquely identified by contract ID and are a col-
lection of MA plans for one or more counties for a single MA insurer.

We restricted our sample to older adults (65+) residing in one of
the 50 states or Washington, DC. We also required continuous enroll-
ment in TM or MA health maintenance organization (HMO) or pre-
ferred provider organization (PPO) coverage beginning in January
either until December or until the month of death. For each clinical
setting described below, we restricted the analysis to enrollees who
received one of the low-cost or high-cost drugs who were treated for
a specific clinical condition (defined based on diagnosis codes) where

the drug and its alternative(s) are considered similarly or equally

effective. We required that the diagnosis code appear on the same
claim/encounter record as the drug HCPCS code. For full details on
our sample inclusion and exclusion, please see Figure S1 and Methods

S1 of Supporting information.

2.2 | Clinical settings

We compared Part B drugs received by MA and TM enrollees in four
clinical scenarios where there are multiple drugs available which are
similarly or equally effective but with costs that vary substantially.
External factors such as supply issues, marketing, provider, and
patient preferences may influence prescribing and exchangeability;
however, we focused on clinical indications where the drugs are

27-39 and

exchangeable per published clinical literature/guidelines
applied exclusion criteria to remove beneficiaries with a clinical indica-
tion causing one of the drugs to be contraindicated or less effective.

For scenario #1, we examined prescribing of bevacizumab,
aflibercept, and ranibizumab, which are antivascular endothelial
growth factor (anti-VEGF) agents that can be injected into the eye.
These drugs are considered equally effective at slowing the progres-
sion of vision loss due to macular degeneration.?’~3* While each drug
is commonly used to treat macular degeneration, the costs differ sub-
stantially; the average per-dose costs observed in the TM claims for
aflibercept and ranibizumab was more than 28 times the cost of
bevacizumab (Table S1).

For the second and third scenarios, we examined prescribing of
the bone resorption inhibitors denosumab and zoledronic acid, which
are used for osteoporosis (scenario #2) and for malignant neoplasms
(scenario #3).27%* Denosumab has somewhat better efficacy at
increasing bone mineral density, but most studies do not show differ-
ences in fracture reduction between the two drugs.>> For postmeno-
pausal osteoporosis, the clinical practice guideline from the American
Association of Clinical Endocrinologists and American College of
Endocrinology lists both denosumab and zoledronic acid as possible
first-line therapies for the treatment of osteoporosis.® As in scenario
#1, there are substantial cost differences among these treatment
options; for the treatment of osteoporosis, zoledronic acid costs $135
per dose compared to $928 for denosumab. The difference is even
greater in the case of malignant neoplasms, where the average cost of
a dose of denosumab is close to 20 times more than the average cost
of a dose of zoledronic acid.

Finally, for scenario #4, we examined prescribing of intravenous
iron to treat iron deficiency anemia. Ferric carboxymaltose and iron
dextran are considered similarly safe and effective.®”7%? Yet, the cost
per dose for ferric carboxymaltose was more than six times the cost

per dose for iron dextran.

2.3 | Study design

We first compared the sociodemographic and comorbidity character-

istics of individuals in each clinical scenario with TM and MA



540 | |HSRHealthServices Research”

ANDERSON ET AL.

TABLE 1

Summary statistic
Demographics
Female (%)
Age (%)
65-69
70-74
75-79
80+
Dual eligible (%)
Race/ethnicity (%)
White
Black

Asian/Pacific
Islander

Hispanic

American Indian/
Alaska Native

Other/unknown

Urbanicity—CBSA
(%)

Scenario #1 (anti-VEGF for

age-related macular degeneration)

Characteristics of TM and MA enrollees by clinical scenario, 2016

Scenario #2 (bone resorption
inhibitors for osteoporosis)

Scenario #3 (bone
resorption inhibitors for
malignant neoplasms)

Scenario #4 (intravenous
iron for iron
deficiency anemia)

™ MA
(n=71532)  (n=25627)
63.8% 62.4%

4.6% 5.2%

9.9% 12.5%
16.3% 17.8%
69.2% 64.5%

9.6% 10.7%
93.7% 89.6%

1.1% 2.1%

1.7% 1.9%

2.5% 5.5%

0.3% 0.1%

0.8% 0.7%
80.4% 88.6%

Census region of residence (%)

Midwest
Northeast
South
West
Medical utilization
Any inpatient
hospitalization (%)
Any ED visit (%)
Clinical profile

Elixhauser
comorbidity index
(mean and SD)°

Elixhauser comorbidity index score (%)°

Low (0-2)
Medium (3-5)
High (6+)

Number of claims
for clinical
scenario
(mean and SD)

21.4% 19.9%
21.6% 22.9%
36.2% 29.9%
20.7% 27.4%
23.1% 18.2%
38.6% 34.8%
4.6 (3.2) 4.8(3.2)
29.5% 26.3%
38.0% 37.6%
32.5% 36.1%
5.5(3.6) 5.5(3.9)

™ MA
(n=281,814) (n=23,011)
92.4% 93.1%
16.7% 18.0%
22.3% 24.5%
21.6% 22.6%
39.4% 34.9%
9.0% 11.8%
89.9% 84.5%
2.4% 3.6%
3.0% 4.1%
3.2% 6.4%
0.2% 0.2%
1.4% 1.3%
79.8% 87.8%
23.9% 24.1%
15.7% 17.8%
43.0% 35.7%
17.4% 22.5%
19.4% 15.3%
35.4% 32.3%
4.2(3.1) 4.3(3.1)
33.2% 33.6%
38.7% 37.4%
28.1% 29.0%
1.4 (0.6) 1.4(0.7)

™ MA
(n = 15,447) (n=5306)
38.2% 36.6%
20.1% 17.8%
34.6% 27.5%
21.9% 23.3%
33.5% 31.5%
10.9% 12.7%
83.8% 76.0%
8.2% 13.0%
1.9% 2.3%
4.0% 7.1%
0.4% 0.2%
1.8% 1.5%
80.8% 88.8%
24.0% 24.1%
18.9% 20.3%
38.4% 34.6%
18.8% 21.1%
39.7% 37.7%
52.9% 53.1%
6.9 (3.4) 7.2(3.5)
6.1% 5.3%
33.8% 30.4%
60.1% 64.3%
4.9 (3.8) 5.0 (4.1)

™ MA
(n = 13,249) (n = 4685)

65.7% 66.7%
20.2% 20.9%
23.6% 26.6%
21.4% 22.8%
34.8% 29.7%
13.6% 17.3%
85.7% 77.3%

7.4% 13.0%

1.2% 1.2%

4.1% 7.4%

0.3% -

1.3% b
79.6% 87.8%
18.1% 16.8%
12.9% 15.7%
54.0% 50.6%
15.0% 17.0%
47.7% 43.9%
58.3% 57.3%

8.4(3.7) 8.8(3.7)

2.9% 2.1%
20.9% 19.1%
76.2% 78.8%

2.4(2.5) 2.5(2.8)

Note: Part B drug use includes claims in Part B carrier and outpatient files and MA encounter carrier and outpatient files. Race/ethnicity is defined based
on the RTI race code included in the 2016 master beneficiary summary file (MBSF).
aSuppressed due to small cell size.
bSuppressed due to small cell size of American Indian/Alaska Native row.

“Calculated using carrier, inpatient, and outpatient claims.
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coverage. We summarized the presence of comorbid conditions using
the Elixhauser comorbidity index.2>2¢

We then examined whether MA enrollees were more likely to get
the low-cost drug in each of the four clinical scenarios. For scenario
#1, focused on treatment of macular degeneration, the low-cost drug
was bevacizumab. For scenarios #2 and #3, for the treatment of oste-
oporosis and malignant neoplasms, the low-cost drug was zoledronic
acid. For scenario #4, focused on iron deficiency anemia, the low-cost
drug was iron dextran.

Using Pearson chi-squared tests, we tested whether there
were statistically significant differences in the unadjusted share
of individuals with MA versus TM coverage who received the
low-cost drug alternative for each scenario. We considered differ-
ences to be statistically significant if the two-sided p-value was
below 0.05.

MA and TM enrollees differ on sociodemographic and clinical
characteristics, which may affect the likelihood that an enrollee
selects MA or TM coverage, as well as the likelihood that the enrollee
is prescribed the low-cost drug.*® Additionally, market factors such as
drug supply chains and MA penetration may affect whether a
beneficiary receives the low-cost drug*' To account for these
sociodemographic, clinical, and market factors, we employed the fol-
lowing specification to estimate the adjusted difference in the proba-
bility that an MA versus TM enrollee received the low-cost drug:

Yi=a+ pMA; +yXi+ W, +¢ic.

In this linear probability model, Y; is whether an enrollee receives the
low-cost drug. MA, is the independent variable and is a dichotomous
variable indicating whether an enrollee had MA coverage in 2016.
X; is a vector of categorical variables for an enrollee's age, sex, dual-
eligible status, race, and number of comorbid conditions calculated
using the Elixhauser comorbidity index.2>2¢ W, is a vector of county-
level-fixed effects, and we clustered standard errors at the county
level. Because the data are cross-sectional, we do not have a time
index in the equation.

To quantify the difference in prescribing patterns, we estimated
the change in spending for TM if TM prescribing patterns aligned with

MA prescribing patterns for each scenario.

. o, T 5.7
Anti-VEGF for Age-related Macular Degeneration

FIGURE 1 Unadjusted percent of
enrollees receiving the low-cost drug
for TM versus MA enrollees, 2016.
Error bars indicate 95% confidence
intervals. The majority of claims for all
drugs in these clinical scenarios
occurred in clinician practices with the
exception of the low-cost drug to treat
osteoporosis, which was more often
administered in a hospital outpatient
department (Figure S2)

Bone Resorption Inhibitors for Osteoporosis I 03.7%
Bone Resorption Inhibitors for Malignant Neoplasms I 301 9%

IV Iron for Iron Deficiency Anemia I 36.97%

Finally, we sought to understand whether differences in prescrib-
ing were attributable to differences in the hospitals/clinician practices
that treat TM and MA enrollees or differences in how hospitals/
clinician practices prescribe for TM versus MA enrollees. We identi-
fied clinician practices based on tax number and hospitals based on
organizational NPI. We examined whether there was variation in how
often enrollees received the low-cost drug across hospitals and clini-
cian practices, as a lack of variation would mean that differences in
prescribing could not be attributed to different hospitals and clinician
practices typically treating TM and MA enrollees.

We then ran alternative versions of the linear probability models
with hospital and clinician practice fixed effects instead of county
fixed effects, to examine whether MA enrollees were more likely to
receive the low-cost drug than TM enrollees within hospitals and clini-
cian practices. A positive coefficient for MA coverage would indicate
that hospitals and clinician practices more often prescribe the low-
cost drug to their MA patients compared to TM patients.

We also used results from this regression with hospital- and clini-
cian practice-fixed effects to determine whether MA enrollees were
more often treated at hospitals and clinician practices that favored
prescribing low-cost part B drugs. We compared the coefficient for
MA coverage from the regression with county-fixed effects (model 1)
to the coefficient for MA coverage from the regression with hospital-
and clinician-fixed effects (model 2). A smaller, positive coefficient for
MA coverage from model 2 compared to the coefficient for MA cov-
erage from model 1 indicates that some of the differences in prescrib-
ing are attributable to MA enrollees being treated at more efficient
hospitals and clinician practices than TM enrollees.

This study was approved by the Johns Hopkins Bloomberg School
of Public Health Institutional Review Board (approval #11261). We
conducted all analyses in Stata 16.

3 | RESULTS

3.1 | Description of the study population

In total, 178,023 TM enrollees and 57,710 MA enrollees in our 20%

sample met the criteria for one or more of the clinical scenarios

H 62.0%

H 32.0%

=438.9%

F44.4%

0% 10% 20% 30% 40% 50% 60% 70%

M Traditional Medicare Medicare Advantage
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TABLE 2 Percentage point difference in the probability of a beneficiary receiving a low-cost drug for MA versus TM enrollees, adjusting for

county and sociodemographic and clinical characteristics

Scenario #1 (anti-VEGF

Scenario #2 (bone

Scenario #3 (bone resorption Scenario #4 (intravenous

for age-related

resorption inhibitors

inhibitors for malignant

iron for iron deficiency

macular degeneration) for osteoporosis) neoplasms) anemia)
(n = 96,922) (n = 104,597) (n = 20,139) (n=17,393)
Insurance type
™ Referent Referent Referent Referent

MA 13.4[11.7; 15.0]*** 5.6 [3.7; 7.6]*** 8.4 [5.9; 11.0]*** 5.3[2.4; 8.2]***
Gender

Male Referent Referent Referent Referent

Female 0.7 [0.1; 1.3]* —4.5[-5.6; —3.3]"** 8.7 [7.2; 10.1]*** 1.0[-0.4; 2.4]
Dual eligible

No Referent Referent Referent Referent

Yes 9.4[8.0; 10.9]*** 0.6 [-0.6; 1.8] 2.3[-0.3;4.9] 4.0[1.4; 6.5]**
Age category

65-69 Referent Referent Referent Referent

70-74 —-1.2[-2.8;0.4] -0.8[-1.7; 0.0] —1.7 [-3.8; 0.4] 04 [-1.5;2.3]

75-79 -1.7[-3.2; -0.2] —2.8[-3.7; —2.0]*** —4.6 [-6.7; —2.5]*** -1.3[-3.3;0.7]

80+ -14[-27;-0.1] —7.5[-84; —6.6]"** -9.9 [-11.7; —8.1]* -1.2[-3.1;0.8]
Elixhauser index

Low (0-2) Referent Referent Referent Referent

Medium (3-5) 0.2[-0.4;1.0] 0.3[-0.4;1.0] 3.8 [1.0; 6.6]** —4.5[-9.1; —0.0]*

High (6+) 1.7 [-6.9;7.0] -2.1[-3.0; —1.3]*** 4.7 [2.0; 7.4]** -7.6[-12.0; -3.2]**
Race/ethnicity

White Referent Referent Referent Referent

Black 7.3[4.9; 9.6]*** 3.3[1.3; 5.4]** 2.9 [0.3; 5.5]* -0.5[-3.2; 2.2]

Asian 6.6 [3.9; 9.4]*** —5.8[-8.5; —3.1]*** 3.4[-1.8;8.7] 0.2 [-6.1; 6.5]

Hispanic 9.4 [7.3; 11.5]*** 1.7 [0.0; 3.4]* 5.5 [1.4; 9.7]** —4.5[-11.2; 2.1]

North American Native 0.1[-6.9;7.0] —2.2[-7.9; 3.5] 2.3[-11.6;16.2] 3.1[-1.2;74]

Other/unknown —1.1[-4.38;2.6] -0.8[-3.2; 1.5] 6.5[1.0; 12.0]* —11.0[-21.4; —0.6]*

Note: For each clinical scenario, we fit a linear probability model with county-fixed effects and sociodemographic and clinical characteristics. Only
individuals residing in a county with at least two individuals who met the clinical scenario criteria are included in each model. Due to the large number of
counties, we do not report coefficients for the individual county-fixed effects. In Table S3, we provide results from the sensitivity analysis where we ran
the regressions at a claim level (instead of beneficiary level). The results are consistent with the results reported here in Table 2.

Abbreviations: MA, Medicare advantage; TM, traditional Medicare.
*p-value <0.05; **p-value <0.01; ***p-value <0.001.

(Table 1). For both TM and MA, enrollees were primarily female and
White with an average age of nearly 80 years. The share of enrollees
that was dually eligible for Medicaid ranged from approximately 10%
of TM enrollees who received treatment for macular degeneration to
approximately 17% of enrollees with MA coverage who received
intravenous iron. Elixhauser scores were similar between TM and MA
enrollees for each clinical scenario but varied substantially across sce-
narios, ranging from an average Elixhauser comorbidity index score of
approximately 4 for individuals who received a bone resorption inhibi-
tor for osteoporosis to approximately 8 for individuals who received
intravenous iron. For each clinical scenario, a larger share of TM
enrollees had an inpatient hospitalization in 2016, with differences

ranging from 2.0 percentage points for enrollees receiving treatment

for malignant neoplasms to 4.9 percentage points for enrollees receiv-
ing treatment for macular degeneration.

Eligible population size (i.e., patients receiving some treatment for
the clinical condition and meeting the inclusion/exclusion criteria
based on age, location of residence, and type of Medicare coverage)
varied across the four clinical settings; in the 20% sample of TM
claims and MA encounters, 71,532 TM enrollees and 25,627 MA
enrollees received an anti-VEGF agent to treat age-related macular
degeneration, 81,814 TM enrollees and 23,011 MA enrollees received
a bone resorption inhibitor to treat osteoporosis, 15,447 TM enrollees
and 5,306 MA enrollees received a bone resorption inhibitor to treat
a malignant neoplasm, and 13,249 TM enrollees and 4,685 MA

enrollees received intravenous iron for iron deficiency anemia.
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Anti-VEGF for Age-related Macular Degeneration

Bone Resorption Inhibitors for Osteoporosis

Bone Resorption Inhibitors for Malignant Neoplasms

IV Iron for Iron Deficiency Anemia

0% 10%

Only Low-Cost Formulation

20% 30% 40% 50% 60% 70% 80% 90%

1% to 25% High-Cost Formulations

100%

26% to 50% High-Cost Formulations

m 51% to 75% High-Cost Formulations ® 76% to 99% High-Cost Formulations m Only High-Cost Formulations

FIGURE 2

Share of clinician organizations based on prescribing of low-cost and high-cost drugs. We excluded clinician organizations with

fewer than 10 claims and encounter records for a given scenario. The figure includes data for 1899 organizations for anti-VEGF for age-related
macular degeneration, 3350 organizations for bone resorption inhibitors for osteoporosis, 1670 organizations for bone resorption inhibitors for
malignant neoplasms, and 830 organizations for intravenous iron for iron deficiency anemia. The full distribution is provided in Figure S3

3.2 | Low-costdrug usein MA versus TM

In an unadjusted comparison, a statistically significantly larger share of
MA enrollees received the low-cost drug for each of the four scenar-
ios compared to their TM counterparts (Figure 1). For anti-VEGF
agents to treat age-related macular degeneration, more than 60% of
MA enrollees received the lowest-cost drug compared to just over
45% of TM enrollees (p-value: <0.001). When bone resorption inhibi-
tors were used to treat osteoporosis, almost one-third of MA
enrollees received the low-cost drug compared to under a quarter of
TM enrollees (p-value: <0.001). When bone resorption inhibitors were
used to treat individuals with malignant neoplasms, close to 40% of
MA enrollees received the low-cost drug compared to just 30% of TM
enrollees (p-value: <0.001). Finally, for intravenous iron, 44% of MA
enrollees received the low-cost drug compared to 37% of TM
enrollees (p-value: <0.001).

After adjusting for sociodemographic and clinical characteris-
tics and county fixed effects, MA enrollees had a statistically signifi-
cantly higher probability of receiving the low-cost drug in all four
clinical scenarios (Table 2). The largest difference was for anti-
VEGF agents, where MA enrollees who were being treated for age-
related macular degeneration had a 13-percentage point higher
probability of receiving the low-cost drug compared to TM
enrollees. For bone resorption inhibitors, MA enrollees had a
6-percentage point higher probability of receiving the low-cost
drug to treat osteoporosis and an 8-percentage point higher proba-
bility of receiving the low-cost drug to treat malignant neoplasms
compared to TM enrollees. Finally, for intravenous iron, MA
enrollees had a 5-percentage point higher probability of receiving
the low-cost drug compared to TM enrollees. These results were

also robust to balancing via propensity scores.

For each scenario, the Medicare program would have saved
money if TM prescribing patterns matched MA prescribing patterns.
We estimated that in 2016, Medicare could have saved $202.8 million
for macular degeneration (7.7% of TM spending for macular degenera-
tion), $27.7 million for osteoporosis (6.1%), $101.2 million for malig-
nant neoplasms (20.3%), and $5.9 million for intravenous iron
treatments (7.3%) if TM enrollees received low-cost drugs as often as

MA enrollees.

3.3 | Differences in prescribing across and within
hospitals and clinician practices

There was wide variation in the prescribing of high- versus low-cost
drugs when comparing clinician organizations (hospitals and clinician
practices). The majority of organizations administered a mix of high-
and low-cost drugs. For macular degeneration, osteoporosis, malig-
nant neoplasms, and iron deficiency anemia, we found that 74%, 62%,
61%, and 35% of clinician organizations, respectively, prescribed both
high-cost and low-cost drugs (Figure 2). However, across scenarios,
we found that 14%-37% of clinician organizations exclusively pre-
scribed the high-cost drug(s). Exclusively prescribing the low-cost drug
was less common for each scenario.

To account for differences in the prescribing behaviors of the cli-
nician organizations that typically treat MA patients versus TM
patients, for example, if MA patients more often receive treatment at
organizations that prefer low-cost drugs and TM patients more often
receive treatment at organizations that prefer high-cost drugs, we ran
an alternative version of the regression for each scenario where we
included clinician organization fixed effects instead of county fixed

effects.
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FIGURE 3 Regression adjusted differences in probability of receiving the low-cost drug for individuals with MA compared to TM coverage.
The figure shows point estimates and 95% confidence intervals for the difference in probability of receiving the low-cost drug for individuals with
MA compared to TM coverage for each scenario. Only individuals residing in a county with at least two individuals who met the clinical scenario
criteria are included in each model. We fit linear probability models and adjusted for county (clinician organization) fixed effects,
sociodemographic characteristics, and clinical characteristics. We provide full regression results for the county fixed effects model in Table 2 and
the organization fixed effects model in Table S2. In Tables S3 and S4, we provide results from when we ran the regressions at a claim-level
(instead of beneficiary-level). The results are consistent with the results reported here in this figure. In Tables S5 and Sé, we provide results from
when we ran the regressions without the Elixhauser comorbidity index. The results are consistent with the results reported here in this figure

[Color figure can be viewed at wileyonlinelibrary.com]

Consistent with the primary specification of the regression model,
even after accounting for differences in the hospitals and clinician
practices that treat MA and TM patients, MA enrollees had a higher
probability of receiving the low-cost drug in each scenario (Figure 3;
see Table S2 for full regression results). For three of the four scenarios
(macular degeneration, osteoporosis, and malignant neoplasms), the
difference in probability of getting the low-cost drug for MA versus
TM enrollees was smaller when the regression included prescribing
organization-fixed effects. This shows that differences in receipt of
low-cost drugs for MA versus TM can be attributed to a mix of differ-
ences within organizations in the selection of drugs for MA versus TM
enrollees, as well as differences in the organizations that treat MA
and TM enrollees.

4 | DISCUSSION

This study had two main findings. First, we found that, in four scenar-
ios where similarly or equally effective Part B drugs exist and are sub-
stantially different in terms of cost, older adults receiving treatment
for the given condition with MA coverage more often received the
low-cost drug alternative compared with older adults with TM cover-
age. This finding was robust to controls for patient characteristics,
county, and hospital/clinician practice and is consistent with incen-
tives built into the MA program where revenues for MA insurers are
directly tied to enrollment and enrollee utilization of health care.
Accordingly, MA health insurer margins shrink when enrollees receive
high-cost Part B drugs. Because there is no analogous intermediary in

TM, it is only through MA where Medicare has a party incentivized to

control Part B costs. Second, we found that differences in MA and
TM prescribing could be attributed to a mix of two factors: MA
patients being treated by more efficient organizations (that favored
prescribing low-cost part B drugs) and within organizations, clinicians
more often prescribing low-cost drugs to their MA patients.

We estimated savings ranging from $6 million for intravenous
iron to $203 million for macular degeneration if TM prescribing pat-
terns aligned with MA prescribing patterns, representing approxi-
mately 6%-20% of TM spending across the scenarios. While the
possible savings are a small portion of the TM Part B budget, they are
illustrative of savings that could grow over time. Since 2016, there are
more clinical settings in which multiple similarly or equally effective
drugs are available (including approval of biosimilars), increasing the
possible savings associated with selection of low-cost drugs and
heightening the value of policy options that decrease wasteful spend-
ing on high-cost drugs.

Our findings contribute to the growing body of literature evaluating
the effects of MA compared to TM coverage. Prior work shows that MA
provides higher quality or more efficient care, including in the postacute
care setting,” for opioid use,’® for hospital admissions and mortality,
for diabetes and cardiovascular disease,'? for Alzheimer's disease and
related dementias,** and for ambulatory services.®® In contrast, two
studies found that MA insurers directed enrollees to lower quality nurs-
ing homes and to lower quality home health agencies.*>*® Inconsistent
findings across these studies may reflect differences between clinical
scenarios in the long-term spending implications of selecting lower cost
options, the relative performance of the low-cost and high-cost options,
and whether there are quality measures or payment mechanisms in

place to change the incentive to select a low-cost option.
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Consistent with the financial incentive to reduce spending, we
found individuals with MA coverage more often received low-cost
drugs. Because we are focused on scenarios where drugs are similarly
effective, this reflects more efficient care. There are several mecha-
nisms through which MA may lead to more efficient prescribing of
Part B drugs. More efficient prescribing within MA may reflect poli-
cies that direct enrollees to more efficient hospitals and clinician prac-
tices, such as network design, as well as specific contracting
arrangements between pairs of MA insurers and clinician organiza-
tions. Contracting arrangements may include capitated payments to
clinician organizations or policies that shift prescribing behaviors at
the intensive margin, such as prior authorization or reimbursement
schemes that deviate from ASP plus a percentage add-on payment to
incentivize prescribing low-cost drugs. MA insurers use prior authori-

zation to manage access to expensive Part B drugs***°

and may use
this tool to deny claims for high-cost Part B drugs when low-cost
alternatives exist. Use of prior authorization in TM is currently quite
limited, but applying this tool to high-cost Part B drugs with low-cost
alternatives could reduce drug spending but could also reduce access.

Prescribing low-cost versus high-cost drugs not only affects the
Medicare budget but also has implications for enrollees. TM enrollees
without supplemental insurance (e.g., Medigap) are responsible for
20% co-insurance. Coverage documents for several large MA insurers
indicate that 20% co-insurance for these drugs is also typical for MA
enrollees.*** Nearly 80% of TM enrollees have supplemental cover-
age to reduce their out-of-pocket expenditures.>® However, for bene-
ficiaries without supplemental coverage, higher out-of-pocket costs
for a high-cost drug may affect their decision to receive treatment or
otherwise cause financial strain.’® MA enrollees are protected by an
annual out-of-pocket maximum ($7,550 for in-network expenses and
$11,300 for in- and out-of-network expenses as of 2021); however,
$7,550 may be unaffordable for many older adults, and thus a higher
co-insurance for the high-cost drug in each scenario may also affect
treatment decisions for MA enrollees.

Changing the payment structure for Part B drugs for TM may
reduce wasteful spending. One option is to introduce capitation into
the payment for Part B drugs through bundled payments.®? This is

already in place for the CMS oncology care model®®

and end-stage
renal disease demonstrations.>* CMS has the opportunity to develop
additional bundled payment models focusing on conditions where
Part B drugs are a large portion of the cost of care, and there are low-
cost and high-cost drugs available, such as for the treatment of age-
related macular degeneration. CMS could also use broader models of
capitation that consider all of a hospital or clinician practice's spending
or enrollee's care, such as global budgets or total cost of care models,
to incentivize selection of low-cost Part B drugs.

A complementary approach is to correct the problematic incen-
tive in TM to prescribe high-cost drugs when low-cost drugs exist.
Replacing the 4.3% add-on payment with a fixed payment that
reflects the cost to acquire, store, and administer each drug would
level the playing field between the low-cost and high-cost drugs.>®
Alternatively, as MedPAC? has proposed for biologics and biosimilars,

CMS could calculate consolidated payment rates in instances where

similarly or equally effective drugs exist or simply reimburse based on

the ASP of the lowest cost alternative.

41 | Limitations

While our research fills an important gap in understanding prescribing
of Part B drugs in TM and MA, several limitations are worth noting.
First, we analyzed data from 2016, as this was the most recently avail-
able MA encounter data when we began the analysis. Drug selection
may have changed since 2016. Additionally, since 2016, there are more
indications and drug classes where multiple similarly or equally effec-
tive drugs exist. Second, while we control for many enrollee
sociodemographic and clinical characteristics and market factors,
unobservable differences may remain between MA and TM enrollees
that affect the likelihood that an enrollee receives a low-cost versus
high-cost drug. Third, there is no gold standard available to validate the
MA encounter records. As we discuss in the methods section, the 2016
data are likely more complete and valid than the initially released 2015
data; however, MA contracts that less frequently reported encounter
data may have different prescribing patterns than MA contracts with
more complete data. Fourth, using claims and encounter data, we can-
not observe all possible mechanisms through which capitated MA cov-
erage may lead to more efficient prescribing of Part B drugs. For
example, MA insurers may use tools such as prior authorization, capi-
tated payments to hospitals or clinician practices, or payment policies
that incentivize selecting low-cost drugs (see one, ultimately unsuc-
cessful, example in Yasaitis et al.>®) to increase use of low-cost drugs.
Fifth, itis important to note that using bevacizumab to treat age-related
macular degeneration is “off-label.” However, bevacizumab is com-
monly used to treat age-related macular degeneration, and several prior
publications have evaluated this drug as a treatment option equivalent
to aflibercept and ranibizumab.?”~3%>7 Sixth, it is well documented that
MA insurers employ upcoding to increase the risk scores for their
enrollees and associated payment from CMS.>8 This upcoding makes it
challenging to compare the clinical profiles of TM and MA enrollees.
While we partially account for this possibility by running sensitivity
analyses without the Elixhauser comorbidity index, we cannot fully

account for the effects of upcoding.

5 | CONCLUSION

In four clinical scenarios, we found that MA coverage was associated
with more efficient prescribing of Part B drugs. Our findings suggest
that this difference is driven in part by lower-cost treatment patterns
of hospitals and clinician practices that treat more MA enrollees and
by hospitals and clinician practices more often treating their MA
enrollees with the low-cost option.
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