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Abstract

In all but eight states, Medicare supplemental coverage (or Medigap) plans may deny coverage or
charge higher premiums on the basis of preexisting health conditions. This may particularly affect
chronically ill or high-need Medicare Advantage enrollees who switch to traditional Medicare and
subsequently discover that they are unable to purchase affordable Medigap coverage. We found
that in states with no Medigap consumer protections, high-need Medicare Advantage enrollees had
a 16.9-percentage-point higher reenrollment rate in Medicare Advantage in the year after
switching to traditional Medicare, compared to high-need enrollees in states with strong Medigap
consumer protections—namely, guaranteed issue and community rating (charging all enrollees the
same premium regardless of health condition). Expanding protections in the Medigap market may
increase consumers’ access to this type of supplemental coverage.

Medigap is an optional form of private supplemental coverage that covers cost sharing for
traditional Medicare beneficiaries. Medigap plans are offered by private insurance
companies, and their benefits are tightly regulated by the Centers for Medicare and Medicaid
Services (CMS). About 25 percent of all traditional Medicare beneficiaries are enrolled in a
Medigap plan each year, with substantial variation across states.! While Medigap plays an
important role in covering out-of-pocket spending for Medicare enrollees, the private
insurers that offer Medigap policies may place restrictions on enrollees who have preexisting
health conditions. Only eight states require community rating (charging all enrollees the
same premium regardless of disease) in Medigap (Alaska, one of these states, was excluded
from the study as explained below). Of these eight states, four also require guaranteed issue
(in which all enrollees must be offered coverage irrespective of their health status).!
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Medicare Advantage (MA) is an alternative to traditional Medicare.? In MA, a private
insurer receives capitated payments from CMS to finance most Medicare-covered services
that a beneficiary requires within a year. MA plans may put several restrictions on access to
care for enrollees (such as narrow networks and prior authorization), but they may also
provide additional benefits not available in traditional Medicare (such as gym memberships
and dental care).2 A beneficiary may not enroll in both Medigap and MA at the same time
because coverage would be duplicative. However, Medigap enrollees may enroll in a stand-
alone Part D drug plan without losing Medigap coverage. Unlike Medigap, MA is required
to offer both guaranteed issue and community rating to its beneficiaries. MA plans also tend
to have lower premiums than Medigap plans, with more than half of MA plans having no
premium,* compared to a national average Medigap monthly premium of $180.

During beneficiaries’ first twelve months of Medicare eligibility, beginning at age sixty-five,
federal law requires insurers to offer guaranteed issue for Medigap plans without restrictions
for preexisting conditions or any other sociodemo-graphic factor. Insurers are also prohibited
from charging higher premiums for preexisting conditions. However, in most states they are
not required to cover cost sharing for those conditions for up to six months after enrollment.
Additional federal protections permit beneficiaries to enroll in Medigap plans when they
move to a new area, if their old plan ceases operation, or within the first year of enroliment
in MA. After the first year of enrollment in MA, however, there are no other federal
protections for beneficiaries who switch from MA into traditional Medicare.

For beneficiaries younger than age sixty-five who are eligible for Medicare on the basis of
disability, most states do not require guaranteed issue or restrict medical underwriting (the
setting of premiums based on health status) regarding Medigap.® Those who are fully dually
eligible for Medicaid and Medicare are not permitted to enroll in Medigap, but they are
offered guaranteed issue in nine states upon losing Medicaid coverage.! Partially dually
eligible enrollees who do not receive full dual benefits may opt into Medigap plans, and
several states elect to pay for enrollee Medigap premiums.

Once enrolled in Medigap, enrollees may opt to drop out of a Medigap plan if they become
dually eligible, decide that the Medigap monthly premiums outweigh the cost they would
face with standard cost sharing, are unable to afford the premiums, or simply prefer to do so.

MA enrollees who experience adverse health events or who have greater needs switch from
MA into traditional Medicare at higher rates.”~10 These higher-need enrollees are more
likely to face restrictions in enrolling in, and have to pay higher premiums for, Medigap
plans—which may lead them to reenroll in MA. Past work has found some associations
between increased Medigap premiums and MA penetration, but not in the post-Affordable
Care Act (ACA) environment and without a focus on the state policy differences.11:12 |n this
study we assessed whether state variation in consumer protections in the Medigap market
was associated with reenrollment in MA.
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Study Data And Methods

Using the Medicare Master Beneficiary Summary File, we identified all MA beneficiaries in
2014 who switched to traditional Medicare in 2015. Among these switchers, we identified
those who reenrolled in MA in 2016. We excluded decedents (7= 321,640), people who
moved during the time period because they have additional enrollment opportunities (7=
47,766), those whose MA plans became unavailable in their markets (7= 5,138), and
residents of Alaska (828) because of that state’s low rate of MA enrollment. We also
excluded enrollees who did not have twelve months of MA coverage in 2014 (n=
2,008,727), because Medicare allows a twelve-month shopping period during which
enrollees may still enroll in Medigap with guaranteed issue. From our analysis of comparing
reenrollment across guaranteed-issue and community-rating states, we excluded people
younger than age sixty-five (7= 3,037,863) and those who are dually eligible (n=570,669),
because they face different Medigap enrollment rules than other Medicare beneficiaries do.
We included these two populations in our analyses of switching from MA to traditional
Medicare and in separate models that looked at reenrollment regardless of state policies. Our
final sample included 9,853,589 beneficiaries.

Defining High-Need Enrollees

Analysis

We classified enrollees as high need if they had two or more complex chronic conditions, six
or more chronic conditions, any diagnoses indicative of frailty, or dependency in activities of
daily living in 2014, as measured in Medicare Provider Analysis and Review inpatient
claims, Minimum Data Set nursing home assessments, Outcome and Assessment
Information Set home health assessments, and Inpatient Rehabilitation Facility Patient
Assessment Instrument skilled rehabilitation data.13 The last three sources report complete
data for MA enrollees, while the Medicare Provider Analysis and Review file reports
hospitalizations for MA enrollees admitted to hospitals that receive disproportionate share
hospital or medical education payments,1# which account for more than 90 percent of
hospital discharges of MA enrollees. While we might not have accounted for all MA
enrollees with chronic illness in our analysis, this definition of need has been strongly
associated with future hospitalizations!® and switching out of MA.10

Our primary outcome was MA reenrollment in 2016 after a 2015 switch to traditional
Medicare. We modeled both switching to traditional Medicare and reenrollment in MA
using a linear probability model at the patient level, adjusting for age, sex, race/ethnicity,
state MA penetration, high-need status, and rural residence.

Alaska (excluded from this study), Minnesota, Vermont, and Washington require community
rating protections in Medigap enrollment. Connecticut, Maine, Massachusetts, and New
York have both community rating and guaranteed issue. We included a categorical variable
designating whether a state had no protections, community rating only, or both community
rating and guaranteed issue.
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We ran sensitivity analyses that restricted our analysis to the Northeast (where most
consumer-protection states are located) and for each state separately to quantify variation
across states.

Our study had several limitations. First, only four states protected against preexisting
condition exclusions by having guaranteed issue, and only eight states required community
rating (Alaska was excluded from our study, as explained above). These states may differ
from the remaining states in ways that we could not observe in our data. For example,
Vermont has relatively low MA enrollment, and Minnesota has a greater number of
Medicare Cost plans (which allow beneficiaries the flexibility to see out-of-network
providers), which may have affected our estimates.

Second, we lacked data about why beneficiaries initially switched from MA. Additionally,
we could not determine who applied for, received, or was denied Medigap coverage. Thus,
our analysis could not demonstrate a causal link between state Medigap policies and
reenrollment. If there is state variation in Medicare Provider Analysis and Review reporting
of MA enrollees, then it may also have affected our definition of high need.

Third, we lacked data on how much Medigap or MA premiums cost in each state, so there
may have been variation in these two premium costs across markets that could have
influenced enrollee behavior. It is possible that Medigap premiums are higher in states with
consumer protections, which could affect the likelihood of exiting MA to purchase a
Medigap plan.

Study Results

Approximately 5 percent of all MA enrollees in 2014 switched to traditional Medicare in
2015 (exhibit 1). Of these beneficiaries, 42 percent reenrolled in MA in 2016. Those who
initially switched were less likely to be white, more likely to be younger and to be dually
eligible with Medicaid, and more often lived in rural areas, compared to those who did not
initially switch. Enrollees in states with guaranteed issue and community rating had lower
rates of switching from MA to traditional Medicare than those in states without protection
(4.5 percent of non-high-need and 7.5 percent of high-need beneficiaries switched to
traditional Medicare in states without protection, compared to 4.0 percent and 6.2 percent,

respectively, in guaranteed-issue and community-rating states) (online appendix exhibit Al).
15

When we adjusted for other beneficiary characteristics, we found that 6.3 percent of dually
eligible beneficiaries switched, compared to 4.5 percent of beneficiaries who were not dually
eligible (appendix exhibit A2).15> Additionally, 7.9 percent of high-need beneficiaries
switched, compared to 4.6 percent of non-high-need beneficiaries. Of those who switched,
40.0 percent of high-need beneficiaries and 43.5 percent of dually eligible beneficiaries
reenrolled in MA in the following year, while 42.2 percent of non-high-need beneficiaries
and 41.4 percent of non-dually eligible beneficiaries reenrolled, respectively (exhibit 2).
Enrollees in rural ZIP codes had a 7.2-percentage-point lower probability of reenrolling. A
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10 percent increase in state MA penetration was associated with a 4.7-percentage-point
increase in the probability of reenrolling in the next year (appendix exhibit A5).15

Non-high-need enrollees in states with both guaranteed issue and community rating were 8.0
percentage points less likely to reenroll in MA, compared to enrollees in states without those
protections (exhibit 3). In states without the protections, high-need enrollees had a 16.9-
percentage-point higher probability of reenrolling than they did in states with both
protections. The interaction term between high-need status and state protections was
significant (p < 0:01), which indicates that the difference in state protection status is
disproportionally associated with reenrollment among high-need enrollees. There was no
significant difference in reenrollment between states with only community rating and those
with no protection.

There was substantial state variation in reenrollment in MA, ranging from 5.8 percent in
Connecticut to 74.3 percent in Utah (appendix exhibit A4).15 In all seven guaranteed-issue
or community-rating states, reenrollment was significantly lower among high-need people,
while in most states the difference between people with and without high need was not
significant. In a sensitivity analysis that examined only states in the Northeast, where most
states with protections are located, we found that these results held. The sensitivity analysis
and full model outputs are in the appendix.1®

Discussion

High-need and dually eligible enrollees switched from MA to traditional Medicare at higher
rates and were less likely to reenroll in MA in the following year, compared to non-dually
eligible and non-high-need enrollees. In states with consumer protections for guaranteed
issue and community rating for Medigap insurance, high-need beneficiaries were
substantially less likely to reenroll in MA, compared to high-need beneficiaries in states
without those protections. Unexpectedly, we found that switching to traditional Medicare
was more common in states that lacked guaranteed-issue or community-rating policies.1®
This finding may suggest that beneficiaries who exit MA may be unaware of the lack of
guaranteed issue and community rating of Medigap in these states. However, our study could
not identify the mechanisms for this phenomenon.

MA enrollees might not realize that in most states, if they switch to traditional Medicare,
they might not be able to get Medigap coverage. Enrollees with higher health care needs are
both more likely to leave MA and more likely to be denied access to Medigap coverage.
These enrollees may then face out-of-pocket payments in traditional Medicare without any
limits, causing financial burden and prompting reenrollment in MA. While we cannot
demonstrate a causal link between a state’s consumer protections for preexisting conditions
and Medigap reenrollment, we identified an association between living in a state with
protections that require guaranteed issue of Medigap coverage and remaining in traditional
Medicare after exiting MA. We did not find large differences between states with
community rating only and those without community rating. It may be that guaranteed issue
is more important to ensure access to enrollment for beneficiaries. The states with
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community rating only may also have heterogeneous MA markets that may differ from those
of other states.

We found that dually eligible enrollees had higher levels of switching from MA than non-
dually eligible enrollees. However, 43.5 percent of them also chose to reenroll in the
program after a switch. As people who are fully dually eligible do not face cost sharing in
traditional Medicare, reenrollment in this population may be driven more by preferences
than by cost constraints.

Recent changes in the Medigap market have granted Medigap plans more flexibility in the
benefits that they offer and allow some Medigap plans to institute network requirements.
16,17 However, if beneficiaries with greater health care needs are unable to enroll in these
plans, then the potential of these benefits may be limited.

Medicare beneficiaries with complex care needs often face a higher burden of costs and may
benefit from a greater continuity of care. In most states these enrollees may face significant
barriers to enrollment in Medigap that may increase their exposure to high out-of-pocket
spending and lead to disruptions in the continuity of care if they need to switch between MA
and traditional Medicare. To address these concerns, more states could pass legislation to
require guaranteed issue regardless of preexisting conditions or Medigap insurance or
require community rating of premiums. These protections were required nationally for
commercial insurance plans under the Affordable Care Act but were not extended to
Medigap plans. Additionally, in most states, even if an enrollee with a preexisting condition
such as cancer does enroll in Medigap, they might not be able to receive any benefits to
cover this condition during the first six months of enrollment. Shifting Medigap enrollment
protections to be in line with those afforded in MA enrollment and under the ACA could
therefore alleviate the financial burden faced by Medicare beneficiaries with complex
conditions. It is important to note that even if an enrollee has access to a Medigap plan,
premiums are substantially higher in Medigap than in MA, which may place further limits
on Medicare choices for lower-income enrollees. Furthermore, outside of several surveys,
there are currently limited data available in public or research files to determine whether a
given enrollee is enrolled in a Medigap plan. As a result, there are no national individual-
level administrative data that can be used to determine the types of people who enroll in
Medigap and what barriers enrollees might face.

Conclusion

We found that in states without consumer protections in the Medigap market, high-need MA
enrollees had a 16.9-percentage-point higher reenrollment rate in MA after switching from it
to traditional Medicare, compared to high-need enrollees in states with guaranteed issue and
community rating for Medigap. Policy makers should consider consumer protections in the
Medigap market that ensure adequate access to coverage for high-need Medicare
beneficiaries.m
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Exhibit 2. Adjusted percent of beneficiarieswho reenrolled in M edicare Advantage in 2016 after
having switched to traditional Medicarein 2015, by beneficiary characteristics

SOURCE Authors’ analysis of data for 2014-16 from the Medicare Master Beneficiary
Summary File. NOTES The percentages shown are means across states, adjusted for patient
characteristics using a linear probability model. The error bars represent 95% confidence
intervals. All differences are significant (p < 0:001) using robust standard errors. Dual
eligibility refers to eligibility for and enrollment in both Medicare and Medicaid.
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Exhibit 3. Adjusted percent of beneficiarieswho reenrolled in M edicare Advantage in 2016 after
having switched to traditional Medicarein 2015, by beneficiary high-need status and state
community-rating and guar anteed-issue status

SOURCE Authors’ analysis of data for 2014-16 from the Medicare Master Beneficiary
Summary File. NOTES The percentages shown are means across states, adjusted for patient
characteristics using a linear probability model. The error bars represent 95% confidence
intervals. “Guaranteed issue” is when a state mandates that coverage be offered despite the
presence of a preexisting condition. “Community rating” is when people with a preexisting
condition cannot be charged a higher premium than others of the same age. “No protection”
refers to states with neither guaranteed issue nor community rating. Minnesota, Vermont,
and Washington have community rating alone. Connecticut, Maine, Massachusetts, and New
York have both community rating and guaranteed issue. The difference between community
rating and guaranteed issue and nonprotection status is significant for both high-need and
non-high-need enrollees (o < 0:01). The interaction between state protection status and high-
need status is also significant (p < 0:01). A separate model was fit for guaranteed issue and
for community rating.
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