
 
 

 

The importance of CMS star ratings 

The Star Ratings system began in 2007 as a way for the Centers for Medicare and Medicaid 
Services (CMS) and beneficiaries to assess the performance of Medicare Advantage health 
plans.  Performance is based on measures evaluating evidence-based care, quality of care, 
and member experience. The Star Rating Systems rewards higher-performing plans. Plans 
that earn three or more stars receive annual incentive payments. The higher the rating, the 
higher the incentive payment. The law requires plans to spend the money on extra benefits 
for members. 

The CMS Star Ratings evaluate health plans on a scale of 1 to 5, with 5 stars representing the 
highest quality and 1 star representing the lowest. The ratings are calculated annually and 
are based on a combination of clinical quality, patient experience, and administrative 
measures. Key components considered in the Star Ratings include: 

• Clinical Outcomes: Measures related to the management and prevention of chronic 
conditions, screenings, vaccinations, and medication management. 

• Patient Experience: Surveys such as the Consumer Assessment of Healthcare 
Providers and Systems (CAHPS) and Health Outcomes Survey (HOS) assess 
beneficiaries' experiences with their health plans and providers. 

• Member Services: Customer service, responsiveness, and communication with 
beneficiaries. 

• Plan Administration: Evaluation of plan operations, including appeals and grievances, 
customer complaints, and drug safety. 

The Star Ratings system provides valuable information to Medicare beneficiaries, allowing 
them to make informed decisions about their healthcare coverage based on quality and 
performance. Higher-rated plans typically offer better benefits, services, and outcomes for 
enrollees. 

Additionally, CMS uses the Star Ratings to incentivize and reward high-performing plans and 
to encourage continuous quality improvement across the Medicare program. Plans with 
higher Star Ratings may receive bonuses, quality bonus payments, and other financial 
incentives, while low-performing plans may face penalties or sanctions. 

Overall, the CMS Star Ratings play a critical role in promoting transparency, accountability, 
and quality improvement within the Medicare Advantage and Part D programs, ultimately 
aiming to improve Medicare beneficiaries' health outcomes and satisfaction. 

 


