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Introduction

The healthcare system in the U.S. has undergone considerable transformation over recent
decades, largely driven by a growing interest in making healthcare more effective and affordable
while raising the quality of care provided. Two key drivers of this change are the increased
utilization of Medicare Advantage and the implementation of value-based care models. Notably,
Medicare Advantage—a program allowing Medicare beneficiaries to receive coverage through
private insurers—has grown exponentially, with nearly half of all Medicare enrollees opting for
this coverage by 2022. In contrast, value-based care represents a shift from traditional
fee-for-service models that reward providers based on the quality of care rather than the
quantity.

Among the largest Medicare Advantage providers in the U.S., Humana has taken a leading role
in embedding value-based care principles into its health plans. This positions the organization to
help shape the future of healthcare based on best practices that ensure coordinated,
high-quality care while managing costs effectively. This paper examines the relationship
between Medicare Advantage, value-based care, and healthcare outcomes, using Humana as a
case study to explore broader implications for the U.S. health system.

Medicare Advantage: Structure and Growth

Medicare Advantage, also known as Medicare Part C, first appeared in the Balanced Budget Act
of 1997. This program allows Medicare beneficiaries to enroll in private health plans that cover
the same benefits as traditional Medicare—specifically, Parts A and B—and sometimes
additional benefits, including prescription drug coverage, dental care, and wellness programs.
Medicare Advantage has experienced dramatic growth in recent years, with enrollment
increasing from 11.1 million in 2010 to over 28 million in 2022, representing approximately 46
percent of the total Medicare population. This growth can be partially attributed to the fact that
Medicare Advantage often covers many services beyond those included in traditional Medicare,
typically at lower out-of-pocket costs for beneficiaries.

A hallmark of Medicare Advantage plans is that they are offered through private insurers who
receive fixed payments from the federal government for each enrollee. This structure rewards
efficiency in care management, as insurers must cover all essential services while controlling
costs. Insurers like Humana have thrived in this environment by emphasizing care coordination,
preventive services, and value-based care approaches that enhance the health outcomes of
their members.

Humana has played a particularly important role in Medicare Advantage. In 2022, Humana
served nearly 5 million beneficiaries in its Medicare Advantage plans, making it one of the
largest providers in the U.S. The organization has utilized its extensive network of providers and
integrated care management systems to deliver quality, economical care. Additionally, Humana
has focused on various innovations in care models, including value-based care, which has
further strengthened its ability to achieve better patient outcomes, as outlined in the annual
report of Humana Inc. for 2022.
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Value-Based Care: A Shift in Healthcare Delivery

Value-based care represents a revolutionary shift in healthcare provision and payment in the
United States. Rather than compensating providers for every service performed, the
value-based care model links payments to the quality of care delivered. This approach
encourages health providers to focus on key outcomes, such as reducing hospital readmissions,
effectively managing chronic diseases, and enhancing overall patient satisfaction.

The movement toward value-based care is motivated by a recognition that fee-for-service
models tend to reward volume over value, often leading to unnecessary procedures and
fragmented care. In a fee-for-service (FFS) model, providers are incentivized to perform more
procedures, tests, and visits, without regard to whether these services genuinely improve patient
health. In contrast, value-based care rewards providers for keeping patients healthy,
coordinating care across different settings, and avoiding preventable hospitalizations.

In recent years, Humana has led the way in adopting value-based care models within its
Medicare Advantage plans. As noted in the 2022 Annual Report of Humana, over 2 million of its
Medicare Advantage members received care through value-based arrangements. These
arrangements help service providers coordinate their efforts to deliver high-quality, affordable
care. By aligning incentives with patient outcomes, Humana has successfully reduced medical
costs while improving health outcomes.

Research supports the effectiveness of value-based care in improving patient outcomes. For
instance, patients with chronic conditions such as diabetes, heart disease, and COPD have
shown better health outcomes under this model. According to Kruse et al. (2020), the
value-based care model resulted in fewer hospital admissions and emergency room visits due to
improved management of chronic diseases compared to traditional FFS systems. This
improvement can be attributed to the promotion of care coordination, early intervention, and
preventive services that play crucial roles in managing chronic conditions.

Humana's Financial and Operational Success in Value-Based Care

Humana has excelled in the Medicare Advantage and value-based care markets due to its
strategic focus on integrating health information technology and care management programs.
These investments have enabled the company to streamline care delivery, reduce duplicative
services, and enhance the overall patient experience. The "Bold Goal" initiative, launched in
2015, aims to improve the health of the communities Humana serves by addressing social
determinants of health (SDOH), such as food insecurity, transportation barriers, and social
isolation. These determinants significantly impact health outcomes, particularly among older
adults and individuals with chronic conditions (Humana Inc., 2022).

By addressing these non-medical factors, Humana has effectively reduced healthcare utilization
and improved patient outcomes. For example, the Bold Goal initiative has led to a 20%
reduction in emergency room visits and a 13% decrease in hospital admissions among
participating members. As noted by Humana Inc. (2022), these outcomes exemplify how
value-based care models can enhance both clinical and overall cost-of-care-related results.

From a financial perspective, Humana's strong emphasis on value-based care has contributed
to its impressive performance. In 2022, Humana reported revenues of $92.9 billion, with the
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majority derived from Medicare Advantage. By efficiently managing care and reducing costs, the
company has positioned itself to achieve profitability while delivering comprehensive, quality
care to its members.

Challenges in Medicare Advantage and Value-Based Care

Despite the documented successes of both Medicare Advantage and value-based care,
significant challenges remain for each model. One of the primary challenges is the complex
regulatory environment governing Medicare Advantage plans. These plans are heavily regulated
by the Centers for Medicare and Medicaid Services, which sets expectations for coverage,
quality, and cost control. While these regulations are essential for protecting beneficiaries, they
can also limit insurers' and providers' flexibility to innovate or tailor care to individual needs
(Oberlander, 2021).

Additionally, the adoption of value-based care has not been uniform across the healthcare
system. While large insurers like Humana have fully embraced this model, many smaller
providers and rural healthcare systems continue to rely on fee-for-service arrangements. This
disparity contributes to inequalities in the level and quality of care, particularly in underserved
communities. Furthermore, transitioning to value-based care requires significant investments in
health information technology, data analytics, and care management infrastructure, which can
pose obstacles for smaller organizations.

Another challenge is ensuring that value-based care models do not inadvertently incentivize
providers to skimp on necessary care to achieve cost savings. Striking a balance between
avoiding unnecessary services and ensuring that needed treatments are not withheld is crucial
for the success of value-based care initiatives.

Expansion and Future Directions

Despite these challenges, the outlook for Medicare Advantage and value-based care remains
promising. As the U.S. population continues to age, the demand for coordinated, high-value
care will increase. Policymakers are likely to continue advocating for value-based care initiatives
and providing incentives to encourage more providers to adopt these programs. Recent policy
changes, such as the introduction of Accountable Care Organizations (ACOs) and bundled
payment models, are designed to accelerate the transition to value-based care and enhance
provider accountability.

Given this landscape, Humana is well-positioned to capitalize on emerging trends. With its
extensive experience in operating value-based care arrangements and its commitment to
addressing social determinants of health, Humana is likely to remain a leader in the Medicare
Advantage market. As more insurers and health systems embrace value-based care models,
the lessons learned from Humana's successes and challenges will be critical in shaping the
future of healthcare delivery across the United States.

Conclusion

Medicare Advantage and value-based care represent two of the most transformative trends
impacting the U.S. healthcare system. Together, these market dynamics hold the promise of
achieving better patient outcomes at lower costs for a growing, aging population. Humana's
effectiveness in integrating value-based care principles into its Medicare Advantage plans
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serves as a model for how these systems can work together to deliver high-quality, coordinated
care. However, significant challenges remain, particularly regarding regulatory complexity and
uneven adoption of value-based care across the healthcare system. As the U.S. healthcare
system evolves through these initiatives, it will be better positioned to achieve its goals of
improved care, reduced costs, and healthier populations.
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