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EXECUTIVE SUMMARY
The future of Medicare+Choice, Medicare’s managed care program, is in question. In the
last three years, beneficiary enrollment in Medicare+Choice has declined from a high of
6.3 million in 1999 to less than 5.7 million in 2001. Meanwhile, a total of 151 health plans
terminated their Medicare+Choice contracts during this period, while another 165 health
plans reduced their service areas. The result: nearly 1.7 million beneficiaries have been
displaced by a Medicare+Choice plan in one of the last three years. In January 2001 alone,
a total of 934,000 beneficiaries were affected, of whom 159,000 were left without any
health plan choice.
An often-cited reason for large-scale health plan withdrawals from Medicare+
Choice relates to health plan payment rates, particularly the limits Congress established for
annual rate increases in the Balanced Budget of 1997. In recent years, most plans have
been limited to 2 percent annual rate increases, at a time when medical cost inflation has
run more than twice the amount of payment increases.
This report examines reasons for withdrawals in seven Medicare+Choice markets:
Cleveland, Houston, Los Angeles, Minneapolis–St. Paul, New York, Tampa–St.
Petersburg, and Tucson. The analysis reveals that local market dynamics strongly
influenced health plans’ decisions to withdraw from the Medicare+Choice program in
2000 and 2001. While payment rates, which the federal government sets on a county-bycounty basis, were a factor in decisions by plans to terminate or reduce their
Medicare+Choice contracts, interviews with plan, provider, and community sources
reveal that rates cannot entirely explain plan withdrawals.
Scant evidence exists that Congress’s efforts to increase payments to Medicare+
Choice plans as a way of bolstering the program actually prevented plans from leaving
Medicare+Choice. In Houston, where the local average payment rate for plans per
member per month runs a generous $651, seven Medicare+Choice plans left the market.
Although it is necessary to increase Medicare+Choice plan payment rates to help stabilize
the program, the study of seven sites shows that a host of local factors influenced plans’
decisions to withdraw. These include:
•

increases in utilization and costs of medical care, such as prescription drugs;

•

health care providers’ unwillingness to accept capitated payment rates or even to
contract with Medicare+Choice plans;
v

•

lack of local decision-making with regard to plan viability (i.e., decisions are made
by plans’ national headquarters, not by local offices);

•

fears of adverse selection; and

•

low market share.

Medicare+Choice is not a single national program, but is made up of local markets
around the nation. Although raising payment rates will help stabilize the floundering
program, local factors need to be addressed as well. These, though, are more difficult to
address than increasing payment rates across the board.
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NATIONAL AND LOCAL FACTORS DRIVING
HEALTH PLAN WITHDRAWALS FROM MEDICARE+CHOICE
ANALYSES OF SEVEN MEDICARE+CHOICE MARKETS

INTRODUCTION
A significant portion of Medicare beneficiaries, approximately 14 percent, have enrolled in
managed care plans, principally to reduce their out-of-pocket health care costs and to
obtain benefits, particularly prescription drugs, unavailable under traditional fee-for-service
Medicare.1 Nationally, the number of beneficiaries in Medicare health plans grew from
nearly 1.6 million in 1992 to 6.3 million in 1999. By 2001, the number of Medicare
health plan enrollees declined to 5.7 million.2
Figure 1. National Enrollment in Medicare+Choice, 1992–2001
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Source: Health Care Financing Administration.

In an effort to expand Medicare beneficiaries’ choice of private health plans, the
Balanced Budget Act of 1997 (BBA) authorized Medicare+Choice, a new Part C, to
Medicare.3 Some policymakers also wanted to increase enrollment in Medicare+Choice
plans to set the stage for possible future structural changes in Medicare. In practice,
however, substantial numbers of health plans have withdrawn from the Medicare+Choice
program over the past three years. Of the 261 so-called health plan “risk contracts” in
effect in July 2000, 65 were terminated while 53 service areas were reduced, as of January
2001 (Table 1).
1

Table 1. Medicare+Choice Plan Withdrawals and Service Area Reductions, 1999–2001
Terminations
Service Area Reductions
Enrollees who could not stay in their plan
Enrollees in counties where all plans withdrew

January 1999
45
54
407,000
50,000

January 2000
41
58
327,000
79,000

January 2001
65
53
934,000
159,000

* Withdrawals were announced in July and effective January of the following year.
Source: HCFA announcements July 15, 1999, HCFA fact sheet “Protecting Medicare Beneficiaries After
Medicare+Choice Organizations Withdraw,” June 2000, and HCFA Financial Report Fiscal Year 2001.

Plan withdrawals can be disruptive and costly for members. Beneficiaries need to
find new coverage arrangements, may pay higher premiums, accept different and often
diminished benefits, and/or switch health care providers. Plan withdrawals are the most
disruptive for lower-income beneficiaries and for seniors with chronic illnesses, who often
have high prescription drug costs. These beneficiaries have few alternatives from which to
obtain prescription drugs.
Medicare HMO withdrawals in 2001 affected more than 900,000 seniors and
disabled persons nationwide, nearly one-sixth of the 6.2 million Medicare beneficiaries
enrolled in Medicare+Choice and more than 2 percent of the 39 million Americans
receiving Medicare (Table 2). Of these beneficiaries, 159,000 (17%) no longer have the
option to join another Medicare+Choice plan.
Table 2. Beneficiaries Affected by HMO Withdrawals Nationally, 1999–2001*
Year
1999
2000
2001

Beneficiaries
Affected
407,000
327,000
934,000

Percent of M+C
Enrolled Population
6.3%
4.7%
13.6%

Percent of Medicare
Population
1.0%
0.8%
2.3%

* “Beneficiaries Affected” is the number enrolled in a plan at the deadline for plans to announce withdrawal.
For example, the 1999 row refers to beneficiaries affected by withdrawals as of 6/99 in a plan that withdrew
effective 1/00.
Source: HCFA announcement, July 15, 1999; HCFA fact sheet “Protecting Medicare Beneficiaries After
Medicare+Choice Organizations Withdraw;” MedPAC’s, “Medicare+Choice: Trends Since the Balanced
Budget Act”; and HCFA quarterly state/county market penetration reports, June 1998, June 1999, June 2000.

This paper discusses the reasons for Medicare+Choice plan withdrawals based on
site visits to seven Medicare+Choice markets in 1999 and 2000: Cleveland, Houston, Los
Angeles, Minneapolis–St. Paul, New York City, Tampa–St. Petersburg, and Tucson.
The overall finding is that local market dynamics strongly influenced plans’
decisions to withdraw from the Medicare+Choice program. Monthly payment rates by
2

Medicare to HMOs did not entirely explain Medicare+Choice plan withdrawals in 2000
and 2001, said plan, provider, and community representatives.
Major local factors that led to plan withdrawals included increases in utilization and
costs and a growing unwillingness of providers to accept capitated payment rates or even
to contract with Medicare plans. Other considerations included concerns about plan
adverse selection (defined in this context as enrolling a disproportionate number of older
and sicker beneficiaries) and low market share in certain locales.
In an effort to deal with plan withdrawals and benefit reductions, Congress in 2000
authorized $11 billion in extra Medicare+Choice funding over the next five years.
Specifically, the Benefits Improvement and Protection Act (BIPA) increased the minimum
monthly Medicare+Choice payment rate to $525 in any metropolitan statistical area with
a population greater than 250,000 and to $475 in other areas. BIPA also increased
payments by 1 percent to other counties and provided a new entry bonus in counties
without plans, as of October 2000.
There is little evidence, however, that the additional funding BIPA provided to
plans was enough incentive for withdrawing plans to return to the Medicare+Choice
program in the short term.4 Since BIPA does not address any of the local market factors
identified in the seven cities, BIPA’s provisions are unlikely to address the instability in the
Medicare+Choice program.
MEDICARE PLAN WITHDRAWALS IN SEVEN CITIES
Throughout much of the 1990s, HMO enrollment grew steadily in all seven study sites
except for Minneapolis–St. Paul. Growth was most dramatic in Cleveland and Houston,
where HMO market penetration rates grew by more than 500 percent from December
1993 to December 19995 (See Figure 2 on page 13).
Significant Plan Withdrawals Affected Beneficiaries in Five of Seven Study Sites
Plan withdrawals at the end of 1998, 1999, and especially 2000, however, resulted in a
substantial decline in Medicare+Choice enrollments in every site except New York City.
Medicare HMO pullouts effective in January 2001 affected more than 144,000
Medicare+Choice enrollees, ranging from 11 to 85 percent of beneficiaries in the seven
cities (Table 3).
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Table 3. Percent of M+C Enrolled Population Affected by HMO Withdrawals, 1998–2000
Percentage of M+C Enrolled Population
1998
1999
2000
0.0%
0.5%
33.0%
2.5%
0.1%
85.1%
9.2%
0.0%
2.8%
1.8%
0.0%
20.9%
1.8%
0.4%
1.6%
3.0%
0.9%
11.2%
0.0%
8.8%
25.9%

Site
Cleveland
Houston
Los Angeles
Minneapolis–St. Paul
New York City
Tampa–St. Petersburg
Tucson

Source: Analysis of HCFA enrollment data and geographic service area reports.

For example, in 2001 the extent of plan withdrawals was substantial in five cities:
•

In Houston, seven of eight plans left, affecting 66,135 (85%) Medicare beneficiaries
enrolled in Medicare+Choice plans. More beneficiaries were impacted by
withdrawals in Harris County than in any other county nationwide. Since the
announcement of plan withdrawals in July 2000, two new plans have entered
Houston’s Medicare market as of March/April 2001.

•

In Minneapolis–St. Paul, one of three plans quit the Medicare+Choice market,
affecting 37,347 beneficiaries (35%) of those enrolled in plans.6

•

In Cleveland, three of eight plans withdrew from the Medicare+Choice market,
displacing 21,000 (33%) enrollees.

•

In Tucson, two of four plans left the Medicare+Choice market, impacting
approximately 16,000 (26%) enrolled beneficiaries.

•

In Tampa–St. Petersburg, three of eight plans left the area at the end of 2000.
These withdrawals affected over 13,000 (11%) of Medicare+Choice enrollees.

Number of Medicare+Choice Plans Decreased in All Study Sites from 2000
to 2001
The number of Medicare+Choice plans increased in all seven study cities from 1993 to
1998 (Table 4). The number of plans decreased, however, in all study cities from 1998 to
2001.
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Table 4. Number of Medicare+Choice Plans in Seven Study Sites: December 1993–March 2001
Number of Plans
Site
Cleveland
Houston
Los Angeles
Minneapolis–St. Paul
New York City
Tampa–St. Petersburg
Tucson
TOTAL

12/93
1
2
11
2
5
2
3
26

12/98
9
11
14
4
13
9
8
68

12/99
9
9
11
3
12
8
7
59

12/00
8
8
11
3
11
8**
4
53

3/01
5
3*
10
2
10
5
2
37

* Although all but one plan left the Houston market at the end of 2000, two new plans (AmCare and SelectCare) entered the market.
** One plan (HIP) left the Tampa–St. Petersburg market and one plan (WellCare) entered the market in January 2000.

NATIONAL MEDICARE FACTORS CONTRIBUTED TO
HMO WITHDRAWALS
Interviews with several plan, provider, and senior community sources revealed that both
national Medicare factors and local market dynamics contributed to Medicare+Choice
plan withdrawals. A number of national factors contributed to plan withdrawals, including
payment rates and limited increases, early Medicare notification date requirements, and
other regulatory burdens.7
Payment Rates
In the five sites with significant withdrawals, plan executives cited low base payment rates
and a low rate of annual increase in payments as critical to their plans’ decisions to
withdraw from the program.
Table 5. Medicare+Choice Payment Rates in Seven Study Sites, 1998–2000
Medicare+Choice Payment Rates
Site
Cleveland
Houston*
Los Angeles
Minneapolis–St. Paul**
New York City***
Tampa–St. Petersburg****
Tucson

1998
$553.24
$607.07
$635.00
$422.30
$728.88
$503.26
$473.52

1999
$564.30
$619.21
$647.70
$430.75
$743.45
$513.33
$482.99

2000
$575.59
$631.59
$660.65
$464.16
$758.32
$527.17
$499.04

Note: 2000 figures represent Aged Part A + Part B payment rate not considering risk adjustment and
rescaling factors.
* Harris County only.
** Average for Hennepin and Ramsey counties.
*** Average for New York, Kings, Queens, Bronx, and Richmond counties.
**** Average for Pinellas and Hillsborough counties.
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The BBA effectively reduced payments to plans and locked in annual payment rate
increases at 2 percent. Yet plan informants estimated medical care cost inflation rates of 7
to 10 percent per year with prescription drug cost increases from 12 to 20 percent. One
executive summed up plans’ concerns when he noted, “Continued efficiencies in
managed care aren’t going to negate increasing health care costs, including high-tech
drugs, a rising medical inflation rate, and the availability of more complex and costly
medical care.”
HCFA’s Early Notification Date
To allow time for adequate advance warning to Medicare enrollees of plan withdrawals,
Medicare+Choice plans were required to notify HCFA on July 1 of each year of their
intention to leave the Medicare+Choice market in the following year. Several plan
representatives felt that this early notification date did not allow plans ample time to
calculate current year expenditures, forcing them to make decisions without adequate
financial information.
In addition, plan representatives felt that requiring all plans to make this decision
“at once” created havoc because plans factor in the competitive environment when
making withdrawal decisions. In Houston, the announcement by some plans that they
were leaving the market created a domino effect. One Houston plan executive noted that
because “so many plans pulled out unexpectedly,” other plans, fearing they would be
inundated with high-cost enrollees from withdrawing plans, panicked and pulled out too.
Regulatory Burden
Health plan compliance directors reported concerns about the administrative burden
created by new BBA requirements. Plan representatives across study cities, consistent with
other reports, echoed these concerns.8 One plan executive noted, “M+C plans have
administrative costs and issues that they just don’t have on the commercial side. Getting
into the Medicare business was much more expensive than any of the plans thought it
would be.”
Plan representatives were particularly concerned about the imposition of so many
regulations at one time and the short time frame for implementing them. Payment issues
and local market dynamics, however, were viewed as more important than regulatory
requirements in influencing plan withdrawal decisions.
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LOCAL FACTORS CONTRIBUTED TO HMO WITHDRAWALS
While Medicare payment rates are a factor for some exiting Medicare+Choice
organizations, local market dynamics play an important role, according to plan and
community representatives (Table 6). In Houston, for example, a relatively generous
payment rate of $651 in 2001—third highest among the study cities—did not prevent
seven of eight plans from leaving the Medicare+Choice program. Important local factors
contributing to plan withdrawals include:
•

provider pushback, or a growing unwillingness of providers to accept plan
payment levels;

•

increasing use and costs of care;

•

national plans leaving local Medicare markets in favor of more lucrative employerbased enrollment;

•

fear of adverse selection; and

•

low market share.
Table 6. Local Market Dynamics Contributing to HMO Withdrawals

Site
Houston
Minneapolis–St. Paul
Tucson
Cleveland
Tampa–St. Petersburg

Provider
Pushback
√
√
√
√
√

Increasing
Utilization
Costs
√
√
√
√
√

National
Plan
Strategy
√
√
√
√

Fear of
Adverse
Selection
√
√

Plans with
Low Market
Share
√
√
√
√
√

Source: Summary of project staff findings.

Provider Pushback on Plan Payments
Medicare+Choice plan officials described that providers and hospitals are less willing to
accept payments and contracts, and in some cases were refusing altogether to contract with
Medicare managed care plans. Across the seven cities, provider groups and hospitals were
moving away from capitation and risk-based contracting and back to hospital per diem,
diagnosis-related group (DRG), or physician fee-for-service payments.
“The days of providers accepting the risk for patient care are numbered,”
concluded one Cleveland HMO executive. “Risk-sharing is almost a dinosaur,” agreed a
consulting firm executive.9
7

Houston study respondents in particular stressed the importance of provider
resistance to HMO contracting terms. Houston Medicare+Choice plans, especially the
smaller ones, had less success at negotiating favorable contracts with provider groups and
hospitals. Large provider groups were less willing to accept pharmacy risk and were
moving away from accepting risk for hospital care. The city’s hospitals were also
threatening to cancel contracts if Medicare HMOs did not raise payment rates, and were
negotiating fee-for-service contracts with plans.10
The strength of providers to define the terms of plan payment arrangements was
fueled by the consolidation of providers into large organizations. Monopolistic entities in
Tucson, Cleveland, and rural counties surrounding Tampa–St. Petersburg contributed to
plan withdrawals, according to plan and community sources in those markets.
To remain competitive, Cleveland Medicare+Choice plans hold contracts with
one of the two major health systems, University Hospitals Health System or the Cleveland
Clinic Health System. These two hospital systems control nearly 70 percent of the area’s
inpatient bed capacity.11 University Hospital system has its own Medicare HMO and no
longer contracts with other Medicare HMOs. This gives the Cleveland Clinic tremendous
“bargaining clout,” noted one HMO executive. His HMO pulled out of Cleveland, in
part because the Cleveland Clinic was “playing hardball,” insisting on changing its
contract in 2001 from a global cap to a per diem arrangement.12
Increasing Utilization and Costs of Services
Plans’ inability to control utilization and costs of care, especially hospital days, was also an
increasing problem for Medicare HMOs. The move away from risk-based contracting is
eroding HMOs’ ability to control utilization.13
One Minneapolis provider explained that although physicians in the city had
learned how to manage utilization and to hold down costs, providers “seem weary” of this
effort. He also noted that managing utilization is easier when plans have smaller and more
defined provider networks because of the increased ability to monitor utilization and
communicate with physicians about appropriate practice patterns. He was, therefore, not
surprised when Medica, a plan with a broad network, decided to leave Minneapolis–St. Paul.
The trend toward larger plan networks in several sites seems to have undermined plans’
ability to reduce excess utilization, especially hospital bed days.

8

National Plan Decisions Regarding Local Medicare Markets
As part of a national strategy to increase profitability, some of the larger for-profit national
HMOs withdrew from selected, or even many, local Medicare markets. The overall poor
financial performance of some of these plans contributed to Medicare withdrawal
decisions. Under financial pressure, national plans and insurers may choose to change the
allocation of resources from city to city, from the Medicare market to the employer
market, and for other competitive reasons.
The decision to withdraw from a market is made by executives located at plan
headquarters, and not by those in the individual cities affected by such decisions. The
plans often have little infrastructure in local cities and the actual investment in the local
areas is relatively small.
In January 2001, CIGNA ended coverage for 104,000 Medicare beneficiaries in 11
states, while Aetna withdrew entirely from 11 states and 23 additional counties, dropping
coverage for 355,000 Medicare enrollees.14, 15 Prudential left 94 counties in 11 states,
which affected 52,087 beneficiaries, and PacifiCare withdrew from 20 counties in 6 states,
impacting 16,188 beneficiaries.16
Consumer advocates, beneficiaries, and plan executives felt that the for-profit
status of these national HMOs could have been an important variable in some plans’
decisions to leave local Medicare markets. For example, one Houston plan executive felt
that Aetna’s “bottom line” led to its withdrawal decision. She noted that “the plan will cut
loose any product that isn’t making its profit margin expectation.” The nonprofit status of
Twin City plans—even those with small operational margins—made them more
committed to the community and less likely to desert the Medicare market, sources in
Minneapolis–St. Paul said.
Adverse Selection
Controlling use of services and costs was difficult for some plans because their HMOs had
a disproportionate number of older and sicker enrollees. The impact of adverse risk
selection on their plans’ ability to survive financially was of special concern to HMO
representatives in Houston, Minneapolis, and Los Angeles.
With Minneapolis’s long history of managed care, Medicare enrollees were older
and, therefore, sicker compared to enrollees in other parts of the country. Medicare
payment rates did not adequately adjust for the higher costs of caring for these aging
enrolled populations, plan executives argued.
9

In Houston, the large exodus of plans from that market all at once caused one
plan, which had a reputation for high-quality care, to leave the market when it was
planning on remaining. According to plan representatives, concerns about attracting highcost patients were instrumental in the plan’s decision to withdraw from Houston.17
Low Market Share
Relative market share contributed to plan withdrawals in the study sites for two reasons.
First, plans with small market share are more vulnerable to the effects of adverse risk
selection because their enrolled population is not large enough to balance out the impact
of a few very high-cost members. Second, smaller plans also have greater difficulty
leveraging favorable contracts with providers. Small market share was a major factor in the
decision to withdraw for plans in Cleveland and Houston.
Of the 35 plans that withdrew from the seven study sites from 1998 to 2000, 21
(60%) had less than 5 percent market share at the time of withdrawal. Meanwhile, 29
(83%) had less than a 10 percent market share (Table 7).
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Table 7. Plan Characteristics of Withdrawing HMOs
Date of
Withdrawal

Market Share
at Time of
Withdrawal

National
National
National
Offered in Northeast Ohio

1999
2000
2000
2000

0.48%
16.88%
15.13%
0.95%

1998
1998
1998
1999
2000
2000

1.03%
0.07%
8.86%
0.07%
19.46%
43.0%

2000
2000

7.07%
0.69%

2000
2000

1.34%
8.50%

For-Profit

National
National
Offered in Florida and Texas
National
National
Offered in some Texas counties,
owned by Aetna
National
Offered in Texas, owned by a
Las Vegas-based company
National
Offered in 33 Texas counties
(bought by Humana)
Offered in 10 Texas counties

2000

5.04%

1990
1994
1997
1994

For-Profit
For-Profit
For-Profit
For-Profit

Offered in 6 California counties
National
National
National

1998
1998
1998
2000

8.68%
0.46%
0.05%
2.83%

Minneapolis–St. Paul
Blue Plus
Medica Health Plan

1995
1985

Nonprofit
Nonprofit

Offered in Minneapolis metro area
Offered in Minneapolis metro area

1998
2000

1.77%
20.91%

New York City
Prudential
NYLCare
Vytra Health Plans
CIGNA of New York

1998
1992
1995
1996

For-Profit
For-Profit
For-Profit
For-Profit

National
National
Offered in Queens only in 1999
National

1998
1998
1999
2000

0.34%
1.54%
0.44%
1.64%

Tampa–St. Petersburg
PCA
HIP
Aetna U.S. Healthcare
Prudential
CIGNA of Florida

1997
1995
1998
1995
1995

For-Profit
Nonprofit
For-Profit
For-Profit
For-Profit

Offered in Florida and Texas
Offered in Florida and New York
National
National
National

1998
1999
2000
2000
2000

2.95%
0.9%
0.82%
4.97%
5.44%

Tucson
Humana of Arizona
BCBS of Arizona
Premier*
United Healthcare
CIGNA of Arizona

1988
1996
1996
1992
1993

For-Profit
Nonprofit
For-Profit
For-Profit
For-Profit

National
Offered throughout Arizona
Offered in 15 Arizona counties
National
National

1999
1999
1999
2000
2000

2.59%
6.0%
0.17%
19.2%
6.69%

Date Entered
Market

Tax
Status

1997
1994
1994
1996

For-Profit
For-Profit
For-Profit
For-Profit

1997
1998
1993
1998
1988
1993 (as Sanus)

For-Profit
For-Profit
For-Profit
For-Profit
For-Profit
For-Profit

Prudential
Texas Health Choice

1995
1996

For-Profit
For-Profit

CIGNA of Texas
Mem. Sisters of Charity

1997
1997

For-Profit
For-Profit

MethodistCare

1999

Los Angeles
Care America
Prudential
UnitedHealthcare of Calif.
CIGNA of California

Site/Plans
Cleveland
CIGNA of Ohio
Prudential of No. Ohio
Aetna U.S. Healthcare
SummaCare Health Plan
Houston
Aetna
HMO Blue
PCA
United HealthCare
Humana
NYLCare

National or Local

* Financial collapse, not voluntary withdrawal.
Source: HCFA enrollment reports, HCFA data on 2001 plan withdrawals, 1999 Medicare Compare database, geographic service area reports, and
managed care reports.
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DISCUSSION
The Medicare+Choice program is in turmoil in five of the seven cities studied. Plan
withdrawals have left beneficiaries fearful that they can no longer rely on the
Medicare+Choice program for the added benefits—especially prescription drugs—and the
program stability they have come to expect from Medicare. In January 2001 alone, plan
withdrawals from Cleveland, Houston, Minneapolis–St. Paul, Tampa–St. Petersburg, and
Tucson affected from 11 to 85 percent of Medicare+Choice enrollees in each city, forcing
144,000 beneficiaries to join other HMOs or return to fee-for-service Medicare.
Both national and local market dynamics led plans to withdraw from Medicare. An
analysis of local market dynamics in seven sites suggests that raising payment rates is not
the only policy remedy needed to stabilize the Medicare+Choice program.
There is little evidence that added BIPA funds were enough of an incentive for
withdrawing plans to return to the Medicare+Choice program or for existing plans to
increase their benefit packages. BIPA funding resulted in just four plans nationwide
reentering the market. The two new plans that entered Houston’s Medicare+Choice
market had decided to do so before BIPA was enacted, and few of the remaining plans in
our study sites increased benefits or reduced premiums as a result of added BIPA funds.
Nationwide, however, the majority of plans used BIPA funds to help stabilize their
provider networks, addressing one element of program instability.18 Increased BIPA funds
have made further plan withdrawals unlikely, in the short term anyway, at least according
to sources in Minneapolis–St. Paul.
Even with BIPA funding, the local factors influencing plans’ withdrawal decisions
remain. These include:
•

provider unwillingness to accept capitated payment arrangements with plans;

•

increases in utilization and costs of care, including escalating prescription drug costs;

•

decisions by national plan leaders about far-away local markets;

•

fear of adverse selection; and

•

low market share.

Medicare+Choice is not a single national program, but an aggregation of dozens of
local markets in cities and counties across the nation. As a result, the problems with plan
withdrawals at the local level are difficult to resolve with simple, or quick, national policies.
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Figure 2. Medicare Managed Care Penetration Rates: Seven Study Sites,
December 1993–March 2001
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