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Extending consumer choice in health care is an
important policy objective in a growing num-
ber of countries, reflecting recent develop-
ments in the United Kingdom1 and the Nether-
lands.2 This trend is occurring because choice
and associated market-like competition are
seen by many as an essential component of
strategies to improve quality and efficiency and
to increase the responsiveness of health care
systems.3,4

Choice and competition are highly embed-
ded features of the financing and delivery of
health care in the United States. Many con-
sumers of US health care are afforded a choice
of health plans, medical groups, and providers
as well as the ability to directly access spe-
cialist care and seek a second opinion. During
the Clinton era,5 the concepts of competition
and choice became synonymous with, rather
than simply enablers of, efficient, high-quality
health care. However, concern is increasing
among health care analysts that the potential
benefits of competition and choice are not being
realized in practice.6 Furthermore, popular con-
cerns about loss of choice have undermined
key efforts to reform the US health care system.
For example, arguments from those who op-
posed the expansion of managed care in the
1990s were often framed around how managed
delivery systems would restrict choice of doctors
and access to care.7 Similarly, opponents of
recent proposals for a government-run, public
plan option argued that the public option
would limit, rather than expand, health plan
choice by undermining the viability of commer-
cial plans.8

The availability of choice is not uniform
across the US health care system, and the poor
and uninsured frequently have either no choice
or limited choices. For example, Medicaid
beneficiaries typically have fewer providers
to choose from than do patients with commer-
cial insurance because of low participation
rates by physicians in the Medicaid pro-
gram.9,10 Although approximately 60% of

Medicaid beneficiaries nationwide are in
managed care, the extent to which benefi-
ciaries are able to choose a health plan varies
considerably both between and within
states.11,12

In California, managed care is mandatory for
Temporary Assistance for Needy Families
(TANF) Medicaid beneficiaries in 21 counties
where approximately 90% of the state’s bene-
ficiaries reside. This group of California Med-
icaid beneficiaries consists mainly of children
(67% are aged 18 years or younger) and
younger women (66% of adult beneficiaries
are women younger than 50 years). Although
California beneficiaries do not have a choice
about being in managed care, they may have
a choice of health plans, depending on the
county in which they reside. California has 3
county models of mandatory managed care: (1)
County Organized Health Systems (COHS),
with a single, nonprofit, county-run health plan
(8 counties); (2) Two Plan counties, in which
a nonprofit, county-run plan competes with
a commercial plan (11 counties); and (3)

Geographic Managed Care, in which multiple
commercial plans compete (2 counties). In
counties in which TANF beneficiaries have
a choice of health plans, the beneficiaries have
up to 45 days after gaining Medicaid eligibility
to choose a plan. Furthermore, beneficiaries
can change plans at any time while they are
enrolled in California Medicaid. The difference
between counties in the availability of health
plan choice provides a natural experiment in
which to compare differences in the quality of
care delivered to the target population. In the
present study, we examined the hypothesis that
Medicaid beneficiaries living in counties that
offer a choice of health plans receive a higher
quality of care and have better health outcomes
than do beneficiaries living in counties with
a single health plan.

METHODS

We undertook a cross-sectional study by
using a research file linking the 2002 Califor-
nia Medicaid Eligibility File and inpatient
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hospital discharge data from that year provided
by the California Office of Statewide Health
Planning and Development. The Medicaid El-
igibility File contains data on each beneficiary’s
Medicaid eligibility status and health plan
enrollment status on a monthly basis. Infor-
mation on demographics (age, gender, and
race/ethnicity), county of residence, and Med-
icaid eligibility criteria (TANF, disability, and
Supplemental Security Income recipient) are
contained in the file.

Predictor Variable

Our main predictor was whether a county
offered a choice of health plans for TANF
Medicaid beneficiaries. We combined Two
Plan counties and Geographic Managed Care
counties into a single group (counties with
a choice of health plans) for the purpose of the
analysis.

Outcome Variables

We compared duration of health plan en-
rollment and annual hospitalization rates for
ambulatory care–sensitive (ACS) conditions
among TANF beneficiaries continuously en-
rolled in Medicaid for 12 months during 2002
in 2 groups: counties with a choice of health
plans and counties with no choice. We defined
ACS conditions according to criteria set by
the Agency for Healthcare Research and
Quality.13 We identified ACS admissions among
TANF beneficiaries on the basis of their primary
diagnosis by use of International Classification
of Diseases, Ninth Revision, codes.14 The validity
of ACS admissions as indicators of primary care
quality has been established previously with
a clear relation being demonstrated between
better access to ambulatory care and lower rates
of ACS hospitalizations.15 Furthermore, benefi-
ciaries in Medicaid managed care plans have
been shown to have fewer hospitalizations for
ACS conditions than do beneficiaries in fee-for-
service Medicaid.16

Analysis

We aggregated hospital admissions for any
ACS conditions into a single combined rate.
We used a multivariate Poisson model with
age, gender, race/ethnicity, and county type as
covariates to calculate adjusted ACS admission
rates in the choice and no-choice groups and by
duration of health plan enrollment among

TANF beneficiaries continuously enrolled in
Medicaid. To assess whether differences in
observed rates of hospitalizations for ACS
conditions were likely related to better access
to medical care, as a result of the availability of
health insurance, we made similar comparisons
between the choice and no-choice groups for
a marker condition (appendicitis). Hospitaliza-
tion rates for marker conditions are not influ-
enced by access to ambulatory care and we
therefore hypothesized that there would be no
difference in appendicitis rates between the
choice and no-choice groups even if the groups
differed in their access to health plan cover-
age.17 To assess the effect of choice on the timing
of health plan enrollment, we examined whether
the pattern of monthly enrollment in health
plans among new Medicaid beneficiaries differed
between counties with a choice of health plans
and counties with no choice. All analyses were
undertaken by using the Stata 9.1program (Stata
Corporation, College Station, TX).

RESULTS

There were 3.0 million TANF Medicaid
beneficiaries residing in the 21 California
counties with mandatory managed care during
2002. Of these beneficiaries, 2.1 million
(69%) were continuously enrolled in Medicaid

during the year; 1.9 million of the continuously
enrolled beneficiaries resided in 13 counties
that offered a choice of health plans, and
200000 of the continuously enrolled benefi-
ciaries resided in 8 counties with a single plan
(Table 1). There were small differences in the
age and gender profile of TANF beneficiaries
with continuous Medicaid enrollment in the
choice and no-choice counties (mean age: 15.9
years and 15.2 years, respectively; percentage
female: 56.8% and 55.9%, respectively).
Counties with a choice of health plans had
a smaller proportion of Hispanic beneficiaries
but a higher proportion of Black beneficiaries
than did counties with no choice (Table1). Only
2.5% of beneficiaries in counties with a choice
of health plans made use of their entitlement
to switch health plans during the year.

Duration of Health Plan Enrollment

Data on the duration of health plan enroll-
ment among TANF beneficiaries by county
model are presented in Table 2. Among ben-
eficiaries with continuous Medicaid coverage in
2002, the percentage with 12 months of
continuous enrollment in a health plan was
significantly lower in counties with a choice of
health plans than in those with no choice
(79.2% vs 95.2%; P<.001). A total of11.2% of
beneficiaries in counties with a choice of health

TABLE 1—Characteristics of Beneficiaries Continuously Enrolled in Medicaid by County

Health Plan Model: California, 2002

Choice Counties No-Choice Counties P

No. 1 864 704 224 176

Age, y

Mean (95% CI) 15.9 (15.9, 15.9) 15.3 (15.2, 15.3)

Median (IQR/range) 11 (5–24/0–64) 10 (4–23/0–64)

Gender, % female 56.8 55.9 < .001

Race/ethnicity, % < .001

White 20.2 20.8

Hispanic 52.4 59.6

Black 16.9 6.4

Asian/Pacific Islander 4.8 3.1

Native American 0.4 0.3

Other 4.6 9.4

Missing 0.8 0.5

Note. CI = confidence interval; IQR = interquartile range. P values are based on the c2 test.
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plans were in a health plan for less than 9
months compared with 2.0% in no-choice
counties. The best performing county in the
choice group had a lower percentage of bene-
ficiaries with 12 months of continuous health
plan enrollment than did the worst performing
county in the no-choice group (85.6% vs
89.5%; P<.001). The worst performing county
in the choice group had 1 in 7 beneficiaries
(14.2%) enrolled in a health plan for less than
3 months.

The calendar month of health plan enroll-
ment among beneficiaries newly enrolled in
Medicaid in the choice and no-choice counties
between February and June 2002 is compared
in Figure 1. More than 95% of new Medicaid
beneficiaries in counties with no choice of
health plan were enrolled in a health plan
during their first month of becoming eligible
for Medicaid. In comparison, fewer than 1% of
beneficiaries living in counties with a choice
of health plans were enrolled in a health plan
during the first month, and only half of bene-
ficiaries (51%–56%) were enrolled in a health
plan 3 months after becoming eligible for
Medicaid. One in 6 beneficiaries (15%–17%)
in counties with a choice of health plans were
not enrolled in a health plan 7 months after
becoming eligible for Medicaid.

Admission Rates for Ambulatory Care–

Sensitive Conditions

Among beneficiaries continuously enrolled
in Medicaid, annual ACS admission rates ad-
justed for age, gender, and race/ethnicity were
significantly higher (indicating worse quality of

care) for beneficiaries living in counties with
a choice of health plans (6.58 admissions per
1000 beneficiaries; 95% confidence interval
[CI]=6.57, 6.58) than for beneficiaries living
in no-choice counties (6.27 admissions per
1000 beneficiaries; 95% CI=6.27, 6.28). Ad-
justed admission rates for a marker condition
(appendicitis) were the same in choice counties
and no-choice counties (1.02 and1.01per1000
beneficiaries, respectively).

The association between the percentage of
beneficiaries in a health plan for 12 months
and adjusted ACS condition admission rates at
the county level are presented in Figure 2.
Among beneficiaries continuously enrolled in
a health plan for 12 months, the adjusted
admission rate for ACS conditions was signif-
icantly higher in no-choice counties (6.20
per 1000 beneficiaries; 95% CI=6.19, 6.20)
than in counties with a choice of health plans
(6.02 per 1000 beneficiaries; 95% CI=6.01,
6.03). However, consistent with previous re-
search demonstrating lower hospitalization
rates for ACS conditions among Medicaid
beneficiaries in managed care rather than in
fee-for-service plans, the fitted trend line
suggested that adjusted ACS admissions
rose in association with a decline in the per-
centage of beneficiaries in a health plan for 12
months; 29% of the variation in the ACS
condition admission rate was attributable to
variations in the mean duration of health plan
enrollment at the county level. Among
counties with a choice of health plans, 63% of
the county-level variation in adjusted ACS
admissions was attributable to variations in
mean duration of health plan enrollment.

TABLE 2—Duration of Medicaid Health Plan Enrollment by County Health Plan Model:

California, 2002

No-Choice Counties Choice Counties

Mean % % Rangea (Minimum, Maximum) Mean % % Rangea (Minimum, Maximum)

12 months 95.2 6.5 (89.5, 96.0) 79.2 18.0 (67.6, 85.6)

9–11 months 2.9 3.4 (2.5, 5.9) 9.6 3.7 (7.5, 11.2)

6–8 months 1.0 0.7 (0.8, 1.5) 4.0 2.4 (2.8, 5.2)

3–5 months 0.5 0.8 (0.3, 1.1) 1.4 0.7 (1.1, 1.8)

< 3 months 0.5 1.7 (0.4, 2.1) 5.8 11.2 (3.0, 14.2)

Note. Percentages were calculated for mean county performance and range among beneficiaries with 12 months of
continuous Medicaid coverage. P < .001 for difference in mean percentage of beneficiaries enrolled for 12 months by the c2

test.
aThe range is the difference between the lowest and the highest values.

Note. Data are based on a subsample of 239,821 beneficiaries newly enrolled in Medicaid in February, March, April, May,

and June 2002.

FIGURE 1—Percentage of new Medicaid beneficiaries enrolled in a health plan, by month, in

counties with a choice or no choice of health plans: California, 2002.
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Consistent with these findings, we identified
at the individual level a dose-response relation
between adjusted ACS admissions and dura-
tion of plan enrollment among beneficiaries
with continuous Medicaid coverage. ACS ad-
mission rates increased with shorter duration
of health plan enrollment. The adjusted ACS
admission rates (per 1000 beneficiaries) were
6.01, 8.54, 9.95, 11.50, and 13.41 among
beneficiaries with 12, 9 to 11, 6 to 8, 3 to 5,
and less than 3 months of continuous enroll-
ment in a health plan, respectively.

DISCUSSION

Our findings indicate that the potential
benefits of offering choice in California Medic-
aid managed care were undermined by bene-
ficiaries delaying health plan enrollment and
that these delays were strongly associated with
higher adjusted admission rates for ACS con-
ditions.

Existing Literature

Research literature examining the impact of
health plan choice and competition on the
quality of care remains sparse.18,19 However, 2
recently published studies found that health
plan competition had a negative impact on
quality within a public insurance program for

children and had no effect on quality when
examined among health plans nationwide. Liu
and Phelps examined county-level associa-
tions between health plan competition (mea-
sured by number of plans) and quality of care
in New York’s Children’s Health Insurance
Program.20 They found that greater competi-
tion was negatively associated with quality
scores for provider communication, preven-
tative care visits, use of appropriate medica-
tion for asthma, and child immunization. In
a study of all plans submitting data to the
National Committee for Quality Assurance,
Scanlon et al. found no association between
the intensity of health plan competition and
quality scores on both the Healthcare Effec-
tiveness Data and Information Set (HEDIS)
and Consumer Assessment of Health Plans
Survey measures.21

An early evaluation of a competitive con-
sumer choice model pilot within Florida
Medicaid offers some important insights into
why Medicaid beneficiaries may delay en-
rollment in health plans when provided a
choice.12 The evaluation found that almost1in 2
Medicaid beneficiaries (43%–49%) in the 2 pilot
counties were assigned to a health plan by the
state because the beneficiaries did not choose
a health plan within a 30-day deadline. Addi-
tionally, 30% of enrollees reported not being

aware that they were being asked to choose
a plan, and the majority of enrollees who chose
a plan reported experiencing difficulty in un-
derstanding the plan information and making
a choice.

Study Limitations

Our study had several limitations that
should be considered when interpreting our
findings. First, our use of cross-sectional data
means that caution should be exercised con-
cerning whether the associations found be-
tween the county model (choice or no choice),
duration of plan enrollment, and adjusted
ACS admission rates were causal. Nonethe-
less, the presence of a strong dose-response
relationship between duration of health plan
enrollment and ACS admission rates provides
some support for a causal relationship. Sec-
ond, an ACS admission is the end product of
an accumulation of risk factors and interac-
tions with the health care system, or lack
thereof, over time. Although our study was
restricted to TANF Medicaid beneficiaries
(mainly young, female, and poor) and we
adjusted for variations in age, gender, and
race/ethnicity among beneficiaries living in
choice and no-choice counties, there may
have been some residual systematic differ-
ences in health status that we were unable to
account for. However, such differences were
likely to have been minimal because we
excluded from consideration those Medicaid
beneficiaries who were eligible on the basis of
disability or other health-related conditions.
Unfortunately, we were unable to adjust for
potentially important health service factors,
such as access to providers and wait times to
see a provider for acute, urgent, or emergency
visits, which may have differed between
counties. Third, the data used for this study
were from 2002 and may not reflect current
patterns of health plan enrollment and ACS
admissions in California Medicaid managed
care. Finally, with only 2 counties delivering
choice through Geographic Managed Care,
we were unable to compare the relative
difference in the quality of care between the 2
types of choice counties: those with multiple
competing commercial plans and those in
which a commercial plan competed with
a public plan. Nonetheless, we were able
to exploit county-level variation in the

FIGURE 2—Percentage of Medicaid beneficiaries with 12 months of continuous health plan

enrollment and ambulatory care–sensitive admissions at the county level: California, 2002.
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organization of Medicaid managed care to
provide empirical evidence on whether hav-
ing a choice of health plans is associated with
quality of care.

Implications for Policy

Our study has several implications for
health care policy and practice. First, our
findings suggest that policymakers need to be
mindful that providing choice in health care
settings may produce unintended and poten-
tially harmful consequences. Consideration
should therefore be given to whether the
potential benefits of providing greater choice
in health care outweigh potential drawbacks.
Second, our study suggests that the recent
health care reform proposal to introduce
a government-run, public plan option na-
tionally may not have conferred all antici-
pated improvements in efficiency. In this
study, the predominant county model of
Medicaid managed care included a commer-
cial plan competing with a public plan. Al-
though we could not test whether this form of
choice was more efficient than a model of
only competing commercial plans, we found
that competitive health plan models were less
efficient in getting beneficiaries into plans and
that the competitive models delivered lower
quality of care as measured by hospitaliza-
tions for ACS conditions than did single-plan
(payer) approaches. Third, interventions to
mitigate the potential negative impacts of
providing choice should be considered in
health care systems in which choice is offered.
For example, our findings highlight the need
for more effective outreach within state
Medicaid programs to minimize undue delays
in health plan enrollment among benefi-
ciaries living in choice environments. Several
states have sought to address this problem by
linking the Medicaid application and plan
enrollment processes.22 Another promising
approach involves the use of default options that,
although preserving choice, could automatically
assign beneficiaries who have not enrolled in
a health plan after a fixed time period.23 Fourth,
our findings suggest that there may be con-
siderable bias in the assessment of health plan
performance because lower percentages of
beneficiaries living in choice environments
are subject to public reporting compared with
beneficiaries in no-choice environments. This

difference arises because health plans are only
required to report achievement of HEDIS
indicators for beneficiaries with 12 months of
continuous plan enrollment, for which Cali-
fornia’s choice counties show lower percent-
ages of Medicaid beneficiaries.24 Our findings
build on previous research that has identified
considerable state-level variation in continuous
plan enrollment among Medicaid managed care
beneficiaries.25 Fifth, we found that the rate of
plan switching, in which beneficiaries are able to
switch health plans at any time without penalty,
was low (2.5% during 2002) among this pop-
ulation. This finding is similar to that from
a previous study conducted among Medicaid
beneficiaries in North Carolina26 and could
mean that California beneficiaries are satisfied
with their health plans, are unaware that they can
switch plans, or are unwilling to do so. In any
case, plan switching does not appear to be
a major driver of improvement in Medicaid
health plan performance.

Conclusions

The provision of choice in managed care in
California Medicaid was associated with delays
in health plan enrollment, and these delays
were strongly associated with poorer health
outcomes. Health care planners in the United
States and other countries considering using
competition and choice as a means of improv-
ing the efficiency and quality of their health
care systems should consider the potential for
unintended consequences, particularly among
underserved populations. j
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