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Purpose 
The Medicare Advantage (MA) program allows Medicare beneficiaries to receive benefits from 
private plans rather than from traditional fee-for-service (FFS) Medicare. Little is known about the 
rural and urban differences in the populations that enroll in the MA program, and these differences 
may be important for setting policy. This brief uses data from the 2012–131 Medicare Current 
Beneficiary Survey (MCBS) to describe these differences, and combined with county-level data on 
MA issuer participation, this dataset also allows us to assess the degree to which issuers may 
engage in selective MA market entry on the basis of demographic characteristics. 

Key Findings 
• Rural and urban MA and FFS populations did not differ much on average by any 

characteristics reported in the data, including age, self-reported health status, cancer 
diagnosis, smoking status, Medicaid status, or by other variables assessing frailty and 
presence of chronic conditions. 

• Most measures of access were similar across rural and urban respondents. However, in terms 
of cost, urban enrollees were less likely to pay an additional premium (beyond Medicare Part 
A and B) to obtain MA coverage: 42 percent reported doing so in urban places, while 54 
percent did so in rural places. 

• While rurality on its own was often a significant predictor of lower issuer participation in a 
county’s MA market, the addition of other demographic characteristics did not influence the 
prediction. In other words, we found no evidence, based upon MCBS data, that issuers 
exclude rural counties due to other demographics. 

Introduction 
More than a quarter of Medicare beneficiaries are enrolled in MA, which was created in large part to 
promote competition among private managed care plans. Much of the rationale for the current MA 
program is based on the premise that MA plans can provide care of higher quality and lower cost 
than the traditional Medicare system, and that this improved efficiency of health care delivery will 
enable more generous benefits at a lower premium.2 MA plans operating in many rural areas do 
not have the same monetary incentives to improve quality as those in many urban areas because 
payment caps make them ineligible to receive the quality-based bonus payments.3  
 
All MA plans in both urban and rural areas may receive additional payments through a risk-
adjustment program to offset expected costs of high-risk enrollees, which may counteract any 
disincentive to participate in certain rural markets on the basis of any unfavorable demographic 
characteristics. Although early evidence from the MA precursor (Medicare risk) program suggested 
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that favorable selection was a problem,4,5 more recent analysis of MA since a new risk adjustment 
system was implemented in 2004-07 found a reduction in favorable selection overall.6 In fact, rural 
enrollment in MA and other prepaid plans continues to grow, although the rate of rural enrollment 
growth was smaller than the rate of national enrollment growth.7 This pattern suggests that plans 
offered are desirable or preferred by a portion of rural beneficiaries choosing between an MA plan 
and remaining in the FFS program. Individual-level data from the 2012-13 MCBS are used here to 
help assess the rural MA experience. 
 
Methods 
Descriptive analysis of the MCBS 2012-13 Access to Care files compares the demographics of rural 
MA to urban MA enrollees as well as to rural FFS Medicare enrollees, using the MCBS variable on 
metropolitan status for this delineation. We report similarly on responses to other questions in the 
MCBS related to access, affordability, and quality. This project also combined the MCBS with the 
MA service area files for each MA issuer available through the Centers for Medicare & Medicaid 
Services. The latter were aggregated across issuers in order to measure insurance issuer 
participation at the county level, allowing us to look for an association between participation and 
certain demographic characteristics in rural areas using regression analysis. This analysis was 
possible because the MCBS contains geographic information (county of residence) on all 
respondents. Therefore, we were able to create for each respondent variables summarizing the 
number of plans, the number of issuers offering plans, and the number of plans available for zero 
additional premium (beyond the Part A and B payment) available to each individual. 

While the MCBS provided much richer detail on health status of beneficiaries than other 
administrative data sets, the sampling design (in clusters defined at the county level) created 
challenges in identifying statistically significant relationships. In particular, it was difficult to model 
the potential reason that issuers choose not to offer MA coverage in certain rural counties due to 
the fact that the MCBS contained no observations for some of the counties that might be the most 
likely to experience this challenge. While about 20 percent of participants lived in rural counties, 
only about 8 percent of rural counties were sampled. These were sampled to be representative, 
but nonetheless the rural counties with the smallest populations do have quite limited presence in 
the data set. 

Results 
Demographics. The rural and urban MA and FFS populations did not differ much by any 
characteristics reported in the data. This result included comparisons of rural and urban 
populations across these characteristics: age, age over 75, self-reported health status, cancer 
diagnosis, smoking status, and Medicaid status. Other variables assessing frailty, such as questions 
on difficulty walking or performing personal tasks, and whether the respondent’s health limits his 
or her activities, also showed no statistically significant differences. A calculated variable that 

counted the total number of chronic conditions (based 
upon variables such as diagnosis of diabetes, 
arthritis, high blood pressure, COPD, a heart 
condition, high cholesterol, depression, or 
Alzheimer’s/dementia) reported in the MCBS also 
showed no statistically significant differences across 
rural and urban MA beneficiaries nor across rural and 
urban FFS beneficiaries (Table 1). 

Access to Care. Very few MA enrollees reported difficulty accessing specialty care. Using a special 
component of the MCBS that asks detailed questions about beneficiaries’ experience with managed 
care, we found that the only statistically significant difference was the frequency with which urban 
beneficiaries cited an excessive wait time as a reason the referral process was difficult (Table 2). 

 

 

Table 1. Average Number of Chronic 
Conditions per Beneficiary by Medicare Type 
and Geographic Residence, 2012-13 MCBS 
  MA FFS 
Rural 3.37 3.35 
Urban 3.29 3.11 
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More than eight times 
as many urban 
beneficiaries (24.63 
percent) cited wait 
times as a reason for 
difficulty compared to 
rural beneficiaries (2.86 
percent). Other 
measures showed 
expected differences—
such as provider 
location not being 
convenient to rural 
beneficiaries—but likely 
due to the MCBS 
sample size and complex survey design, these differences were not statistically significant.  

In addition, the overall level of satisfaction with MA plans, as measured by a question on whether 
respondents would recommend their MA plan to family or friends, was statistically similar across 
rural and urban respondents (93.8 percent of rural and 93.0 percent of urban respondents said 
that they would recommend their plan).   

There was just one key difference in access, and this related to cost. Similar to findings from 
administrative data that measure availability of plans with zero additional premiums, 8 we found 
that urban enrollees are less likely to pay an additional premium (beyond Medicare Part B) to 
obtain MA coverage: 42 percent report doing so in urban places, while 54 percent do so in rural 
places. However, across several responses assessing affordability (such as dissatisfaction with 
medical services for cost reasons, choosing not to see a doctor for cost reasons, and delaying or 
skipping medications due to cost) there were no significant differences across rural and urban 
respondents, either in MA or in the traditional FFS program (data not shown). 

Issuer Behavior. In order to test whether insurance issuers might be less likely to participate in 
the MA market in counties with a less healthy, potentially more expensive pool of enrollees, we 
explored the data testing for a variety of possible relationships. In all cases, we found that while 
rurality was often a significant predictor of lower issuer participation on its own, the addition of 
other demographic characteristics did not influence the prediction. In other words, we found no 
evidence, based upon MCBS data, that issuers exclude rural counties due to demographics or 
health status. To demonstrate this, we report results of one model that predicts the number of 
issuers in a county based upon rurality and aggregated demographic characteristics available from 
MCBS data (Table 3).  

Table 3. Number of Issuers Available to MCBS Respondents Based on Their Characteristics 

MCBS Beneficiary Characteristics 

Average Number of Issuers 
Available to a Beneficiary With 

Those Characteristics 

Live in an urban county, in good to excellent health, no chronic 
conditions, non-smoking, non-Medicaid, and age 65 

7.05 

Live in a rural county 3.38 
Are aged 75 and over 7.14 
Are in fair to poor health compared to their peers 7.18 
Have an average number of chronic conditions* 7.04 
Currently smoke 6.89 
Are dually enrolled in Medicaid 8.36 
*The average is 3.14 chronic conditions.  Bold type indicates statistical significance. 

 
 

Table 2. Measures of Access by MA Beneficiaries, 2012-13 MCBS 
  Rural Urban 

Had difficulty getting referrals 3.29% 3.63% 
Among those with difficulty, reasons cited:     
  Plan wouldn't authorize service 42.86% 42.86% 
  Plan wouldn't approve provider 28.57% 27.59% 
  Wait was too long 2.86% 24.63% 
  Provider location not convenient 8.57% 4.43% 
  Provider hours not convenient 0% 0.99% 
  Did not like plan-referred doctor(s) 2.86% 5.91% 
  Other reason 25.71% 22.17% 
Note: Statistically significant differences are in bold type. 
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The findings indicate that the average number of issuers with plans available to urban MCBS 
respondents is 7.05, but that for those living in a rural county, the average is reduced to 3.38. Beyond 
that, other characteristics show only very small effects, and none is statistically significant. The only 
variable that comes close to reaching significance is Medicaid dual status, which may increase issuer 
participation, but this result is not statistically significant. 
 
The analysis also assessed whether other patient-level characteristics matter, but we found that a 
number of other characteristics were not significantly different between rural and urban areas, 
including responses on whether individuals had difficulty with daily tasks, difficulty walking, cancer 
diagnosis, prior smoking status, and having an average number of chronic conditions. The chronic 
conditions included high blood pressure, diabetes, arthritis (rheumatoid or non-rheumatoid), 
Alzheimer’s disease, dementia, depression, high cholesterol, emphysema/asthma/COPD, 
osteoporosis, Parkinson’s disease, coronary heart disease, and heart failure. 
 
Discussion 
This analysis contributes to our understanding of the MA experience of rural beneficiaries, finding 
that in many ways there are not systematic differences between rural and urban MA beneficiaries 
in terms of their observed health characteristics. There is no evidence in MCBS data that issuers 
provide lower quality benefits in rural areas. Since we observed that issuers tend to avoid rural 
counties in general, but not on the basis of demographic characteristics, this suggests that other 
issues (such as the raw numbers of potential enrollees over whom to spread risk, and/or issuers’ 
ability to form provider networks) may be more important factors. Furthermore, the observation 
suggests that poor health as approximated by the demographic characteristics captured in MCBS 
data is also captured similarly in the risk adjustment formula (based on hierarchical condition 
categories, or HCCs), meaning that MA issuers are compensated for this observed risk. Indeed, a 
growing body of evidence corroborates this finding.9 Nonetheless, it is still possible that 
unobserved (or less easily quantifiable) risk may be greater in rural areas, or that other issues 
related to small risk pools may inhibit issuers from operating in rural places.  This is corroborated 
by recent evidence that rural providers’ patients have lower HCC risk scores despite generally 
seeming sicker by other measures.10 
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