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STUDY HIGHLIGHTS

Each year during the Medicare Part D annual enrollment period that runs between October 15 and
December 7, people on Medicare have the opportunity to review and compare the plan options available
to them and switch plans if they choose. This analysis examines rates of plan switching among Part D
enrollees between 2006 and 2010, focusing on enrollees who do not receive the program’s Low-Income
Subsidy. The study finds that relatively few people on Medicare have used the annual opportunity to
switch Part D prescription drug plans (PDPs) voluntarily—even though those who do switch often lower
their out-of-pocket costs as a result of changing plans. Key findings from this study are:

e A small share of all Medicare Part D enrollees voluntarily switch plans during the annual enrollment
period—13 percent, averaged across four enrollment periods.

Seven out of ten Medicare beneficiaries enrolled in stand-alone PDPs during all four annual open
enrollment periods from 2006 to 2010 did not voluntarily switch plans in any of the four enrollment
periods.

The relatively small share of PDP enrollees who switched plans at some point between 2006 and 2010
were more likely than those who did not switch to end up in a plan that lowered their premiums.

Nearly half (46 percent) of enrollees who switched plans saw their premiums fall by at least 5 percent
the following year, compared to 8 percent of those who did not switch plans. But those who switched
plans were only slightly more likely than those who did not switch to face lower out-of-pocket costs
for drugs during the year.

Relatively large premium increases for a PDP from one year to the next were associated with higher
rates of plan switching between 2006 and 2010; but most enrollees with relatively large premium
increases (such as $10 or more per month) did not switch plans in any of the four annual enrollment
periods.

Enrollees in PDPs that increased deductibles or dropped coverage of brand-name drugs in the
coverage gap were more likely to switch out of these plans than enrollees in PDPs that did not change
their benefit design.




INTRODUCTION

The Medicare Part D program is structured as a marketplace for prescription drug coverage where Medicare
beneficiaries enroll in a private plan to receive Medicare’s prescription drug benefit. Ideally, beneficiaries will
research the array of available drug plans and choose the one that best meets their needs, and further review
and compare their options each year during the annual open enrollment period. The annual open enrollment
period provides Part D enrollees with an opportunity to review any changes in their current plan, compare the
coverage and costs of plans in their area in light of their current drug needs, and assess whether or not to stay
in their plan or switch to another plan that would cover the drugs they need at a lower cost. In general, unless
enrollees make an active choice to switch plans, they will remain in the same plan from one year to the next.2

The Part D program, which started in 2006, has reduced the share of Medicare beneficiaries without drug
coverage, and provided beneficiaries a choice among many plans offered in their area. In 2013, for example,
the average Part D enrollee has a choice of 31 stand-alone prescription drug plans (PDPs) and about 20
Medicare Advantage prescription (MA-PD) drug plans.3 Part D plans vary in a number of ways that can affect
beneficiaries’ out-of-pocket costs, including premiums, cost-sharing amounts, formulary coverage, gap
coverage, deductibles, and utilization management approaches. To assist people on Medicare with comparing
and choosing plans, CMS offers an online Plan Finder tool that calculates the expected total cost for any plan
for a given drug regimen.

Only a small fraction of enrollees, however, are enrolled in the lowest-cost Part D plan available to them, based
on the specific drugs they take.# Therefore, many Part D enrollees incur higher out-of-pocket costs than would
be the case with a different plan selection. This is true especially in situations where the plan premium is not a
good indicator of overall value, such as plans that include coverage for generic drugs in the coverage gap or
plans with no deductible.5 Part D enrollees often have difficulty with the plan selection process and find the
decision-making complicated, especially because of the large number of available plans.®

Each year, Medicare Part D plans can and do make changes in their premiums and in benefit design
parameters that affect the total out-of-pocket costs enrollees will pay. While some plans make changes that
reflect broad trends in the Part D market, other plans make changes (such as premium increases well above the
overall trend) that affect their position in the marketplace. Yet, in a recent survey, only six in ten seniors said
they (or someone on their behalf) review their plan options every year; one-fourth said they rarely or never do
so.” Some plan enrollees could be better off financially by reacting to these changes and selecting a different
plan, and not doing so can increase the cost difference between the chosen plan and other available
alternatives. According to one recent paper, the combined impact of inertia for those staying put and
suboptimal choices made by those who do change plans means that the cost of not engaging in the plan review
process at all or not choosing the highest-value plan has increased over time.8

This purpose of this study is to determine the extent to which Part D enrollees voluntarily switch plans from
one year to the next, and to identify plan and beneficiary characteristics that are associated with higher or
lower rates of switching. The study examines enrollment dynamics in Part D during the annual enrollment
periods between 2006 and 2010 for beneficiaries who are not enrolled in the program’s Low-Income Subsidy
(LIS), focusing primarily on enrollees in stand-alone PDPs. We exclude LIS enrollees entirely and MA-PD plan
enrollees from most of the analysis because the enrollment dynamics and factors affecting plan switches are
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different for these two markets and populations.? Our study makes a unique and important contribution to
understanding of the Part D marketplace because it is the first to take an in-depth look at enrollment dynamics
across multiple years since the start of the program and examine plan features associated with higher rates of
plan switching. In doing so, it goes beyond the analysis recently published by the Medicare Payment Advisory
Commission (MedPAC).° These findings have implications for efforts to increase the level of private plan
participation in the broader Medicare program.

DATA AND METHODS

The analysis for this study is based on a 5-percent random sample of Medicare beneficiaries, obtained from the
Centers for Medicare & Medicaid Services (CMS), for each year from 2006 to 2010. The sample dataset
includes information on the characteristics of beneficiaries and Part D plan information (encrypted at the level
of the contract ID and plan ID).

From the five one-year samples, we matched non-LIS beneficiaries across years to build samples of
beneficiaries who were enrolled in Part D for each of four two-year periods (2006-07, 2007-08, 2008-09, and
2009-10) and another sample of beneficiaries who were enrolled in the program for the entire 2006-10 period.
For the analysis of overall switching rates, sub-samples were created for those who were enrolled in a PDP in
the first year of each two-year cycle and those in a MA-PD plan in the first year; most of the analysis reported
here uses the PDP sample. For the analysis examining the impact of plan characteristics, we further subset the
two-year samples to include only PDP enrollees who remained in a PDP in the second year. Similarly, the five-
year sample was restricted to those in PDPs the entire time.

In each two-year sample, we define a plan switch based on enrollment in a different plan in January of the
second year, compared to December of the first year, thus focusing on changes in the annual enrollment
period; switches in the five-year sample were defined similarly. We do not count plan switches that are
involuntary under the following two circumstances: (1) a plan enrollee whose plan changes, but the old plan
and the new plan are matched ("crosswalked") by the plan sponsor, and the enrollee is therefore automatically
transferred to the crosswalked plan; and (2) a plan enrollee whose plan exits the program without any
crosswalked plan and who therefore must select a new plan to remain in Part D.

For a more detailed discussion of the data and methods, including other limitations, see Appendix 1: Study
Methodology. Findings on the impact of individual enrollee characteristics (age, sex, race,'" original reason
for Medicare entitlement, and geographic location), measures of beneficiary health status (number of chronic
conditions and total Medicare expenditures), and drug spending are available in Appendix 2: Data Tables.
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KEY FINDINGS

A small share of all Medicare Part D enrollees voluntarily switch plans during

the annual enrollment period.

Most Part D enrollees (87 percent,
averaged across four enrollment
periods), whether in PDPs or MA-
PD plans, made no change in their
selected plan during any particular
year’s annual enrollment period
(Exhibit 1).2 Despite the fact that plans
typically adjust premiums each year and
some also make substantial changes to
their benefit designs (gap coverage,
deductibles, cost sharing, and formulary
coverage), most beneficiaries do not
change their current plan. On average,
about 1.7 million Part D enrollees out of
13.4 million non-LIS Part D enrollees
switched plans voluntarily in each annual

enrollment period between 2006 and 2010.

Exhibit 1

Most Non-LIS Medicare Part D Enrollees Did Not Switch Plans
Voluntarily During an Open Enrollment Period, 2006-2010

m Switched plans

m Did not switch plans

PDP & MA-PD Enrollees PDP Enrollees MA-PD Enrollees

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. MA-PD is Medicare Advantage Prescription Drug Plan. Analysis
includes non-LIS Medicare Part D enrollees in a PDP or MA-PD in one or more annual enrollment period from 2006 to 2010;
estimates are averaged across four annual enrollment periods, 2006-2010. See Appendix 1 for full methodology.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files and Plan Characteristics
Files, 2006-2010.

The percent of enrollees staying in the same plan from one year to the next was nearly the same
for PDPs and MA-PD plans (Exhibit 1). Of those beneficiaries enrolled in stand-alone PDPs in any given
year between 2006 and 2010, the vast majority (87 percent, on average) stayed in the same PDP from one year

to the next. A virtually identical share of beneficiaries enrolled in Medicare Advantage prescription drug plans

during these years (88 percent, on average) stayed in the same MA-PD plan from one year to the next.

Switching rates have varied little
from year to year (Exhibit 2). There
was slightly greater stability in the first
annual enrollment period (2006-07),
perhaps because it came soon after the
original selection of drug plans. There
was slightly more switching among MA-
PD enrollees in 2010, which may reflect
changes unique to the Medicare
Advantage market unrelated to the drug
benefit, including changes in the
availability of private fee-for-service
plans.:3
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Exhibit 2
Switching Rates Among Non-LIS Part D Enrollees Were Similar
Across Four Annual Enrollment Periods and Different Plan Types

| Switched plans

m Did not switch plans

PDP& PDP  MA-PD PDP& PDP  MA-PD PDP& PDP  MA-PD PDP& PDP  MA-PD
MA-PD MA-PD MA-PD MA-PD
2006-2007 2007-2008 2008-2009 2009-2010

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. MA-PD is Medicare Advantage Prescription Drug Plan. See
Appendix 1 for full methodology.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files and Plan Characteristics
Files, 2006-2010.




Most Part D enrollees stayed in the same type of plan, even when they made a switch. Among the
13 percent of PDP enrollees who switched plans in an annual enrollment period (on average), about three-
fourths (78 percent) switched from one PDP to another, while the remaining 22 percent switched to an MA-PD
plan. An even larger share of MA-PD enrollees who switched (90 percent) moved to another MA-PD plan.

There were relatively few differences in the rate of switching by beneficiary characteristics. For
example, women switched plans slightly more often than men, and those with more chronic health conditions
or with higher drug spending were somewhat more likely to switch plans. Enrollees ages 64 to 74 were slightly
more likely to switch than those ages 85 and older. But the observed differences in switching rates based on
these characteristics are small and not always consistent from one annual enrollment period to the next.
Switching rates varied more across PDP regions, ranging from nearly 20 percent, on average, in the New Jersey
and Pennsylvania-West Virginia regions to about 5 percent in New Mexico and Hawaii. The participation of
local PDPs and the presence of state pharmacy assistance programs could be partial factors in explaining
regional differences. Tables illustrating these comparisons are available in Appendix 2.

Seven out of ten Medicare beneficiaries enrolled in stand-alone PDPs during all
four annual open enrollment periods from 2006 to 2010 did not voluntarily
switch plans in any of the four enrollment periods.

A large majority (72 percent) of Exhibit 3
Part D enrollees who were in PDPs Among Non-LIS Part D Enrollees Continuously Enrolled in PDPs
continuously over the program’s From 2006 to 2010, 7 out of 10 Never Voluntarily Switched Plans

first five years made no voluntary

switch in any of the program’s first 1 switch
19.1%

four annual enrollment periods
(Exhibit 3).14 Another two in ten (19
percent) switched once over the five-year

2 switches
6.2%

period. A similarly large share (71 i 3 switches

2.2%
Never switched
percent) of MA-PD plan enrollees never 71.9% \
Switched every

made a switch in any of the enrollment voar

periods. 0.5%

Of the ﬁve'year Part D enrol]ees NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. Analysis includes non-LIS Medicare Part D enrollees in a PDP
continuously from 2006 to 2010 (n=313,418). See Appendix 1 for full methodology.

WhO did SWitCh PDPS at least Once |S:ﬁ)eUsR(;z:O:si-sécgjrlgoettown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files and Plan Characteristics

during the four enrollment periods,
about two of every three made only a single switch. A small subset of PDP enrollees (about 3 percent)
made frequent use of the opportunity to select a new PDP by switching plans in at least three of the first four
annual enrollment periods, if not every year.
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PDP enrollees were more than twice
as likely to select a different PDP if
they had made a switch in at least
one previous year (Exhibit 4).
Nearly one in five (17 percent) PDP
enrollees who had switched plans in one
previous annual enrollment period
switched plans in 2010, compared to only
7 percent of PDP enrollees who had not
switched in any previous enrollment
period. Nearly half (46 percent) of those
with three prior switches, and one-third
(32 percent) of those with two prior
switches, again chose a new PDP in 2010.

Exhibit 4

Switching Rates In 2009-2010 Were Higher Among Non-LIS PDP
Enrollees Who Previously Switched Plans and Increased With the
Number of Prior Switches

45.9%
32.0%
16.7%
10.1%
J 6'7%
Total PDP-to-PDP 0 1 2 3
switching rate

Number of Switches Prior to the 2009-2010 Enrollment Period

Share of

100%
enrollees:

77.1% 16.7% 5.1% 1.1%

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. Analysis includes non-LIS Medicare Part D enrollees in a PDP
continuously from 2006 to 2010 (n=313,418). See Appendix 1 for full methodology.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files and Plan Characteristics
Files, 2006-2010.

It is not possible to tell from administrative data how many enrollees who did not switch plans researched their

options and made an active decision to stay in their original plan. However, these results suggest that some

Part D enrollees are more engaged than others in reviewing their plan options every year and making active

decisions about their plan choices.

The relatively small share of PDP enrollees who switched plans at some point
between 2006 and 2010 were more likely than those who did not switch to end
up in a plan that lowered their costs.

Those PDP enrollees who switched
to a different PDP tended to face
lower costs as a result, yet the effect
was greater in terms of reducing
the amount they spent on
premiums than reducing their total
out-of-pocket costs (Exhibit 5). Both
switchers and non-switchers alike may
face changes in their premiums from one
year to the next. During the 2008 annual
enrollment period, for example, 92
percent of PDP enrollees faced higher
premiums in 2009 if they did not change
PDPs, and 27 percent faced an increase of
at least $10 per month.'s Our analysis

Exhibit 5
A Larger Share of Non-LIS PDP Enrollees Who Switched Plans Had Lower
Costs in Year 2 Than in Year 1, Compared to Non-Switchers, 2006-2010

B At least 5% lower M At least 5% higher

Switchers 45.9% 46.4%

Premiums

Non-switchers

Switchers 47.3% 46.4%
Out-of-pocket

drug costs

Non-switchers 42.1% 50.7%

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. Analysis includes non-LIS Medicare Part D enrollees in a PDP in
one or more annual enrollment period from 2006 to 2010; excludes those who switched to a Medicare Advantage drug plan;
estimates are averaged across four annual enroliment periods, 2006-2010. See Appendix 1 for full methodology.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files and Plan Characteristics
Files, 2006-2010.

shows that 46 percent of those who switched plans (averaged across the four annual enrollment periods)

reduced their premiums by 5 percent or more as a result of switching, whereas only 8 percent of those who did
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not switch plans experienced the same reduction in their premium. Conversely, 78 percent of those who did
not switch plans paid a premium at least 5 percent higher than the year before, compared to only 46 percent of
those who did switch plans.

By contrast, PDP enrollees who switched plans were only slightly more likely than those who
did not switch to experience a reduction in the amount they paid out of pocket for drugs during
the year (Exhibit 5). In the second year, 47 percent of switchers, compared to 42 percent of non-switchers,
lowered their out-of-pocket drug costs (including deductibles, copayments, coinsurance, and costs in the gap,
but not premiums) by at least 5 percent. Differences in formularies or cost sharing—whether in a continuing
plan or a new plan—were one reason for changes in these costs, but costs also rise and fall as a result of the
need for different drugs from one year to the next. If switchers were more likely than non-switchers to
experience changes in their prescription drug needs, it would bias this comparison.

Based on a combined measure of total out-of-pocket spending, including premiums and cost sharing for drugs,
44 percent of switchers had overall costs that were at least 5 percent lower, whereas only 28 percent of non-
switchers experienced the same level of cost reduction.

The findings from these comparisons are consistent with a conclusion that Part D enrollees achieved lower
costs when they selected a different plan during the annual enrollment period. But the findings also suggest
that plan choice is driven more by premium changes than by a comparison of total out-of-pocket costs. At least
two other recent studies have used Part D administrative and claims data to offer evidence on this distinction
and concluded that Part D enrollees overvalue premiums in their plan selection decisions.*® The online Plan
Finder offers enrollees the opportunity to look beyond premiums and identify plans with lower overall out-of-
pocket costs, to the extent that their drug needs do not change from one year to the next.”” But survey data
show that among the small share of beneficiaries who say they themselves have gone online and used the
Internet, most have not visited the Plan Finder website (though someone else may have done so for them).*®

Relatively large premium increases for a PDP from one year to the next were
associated with higher rates of plan switching between 2006 and 2010; but
most enrollees with relatively large premium increases did not switch plans in
any given year.

Non-LIS Part D enrollees typically see an increase in their plan’s premium if they remain in the same plan from
one year to the next. As noted above, 92 percent of PDP enrollees faced higher premiums in 2009 compared to
2008 if they did not switch to a different PDP.9 Most Part D enrollees have PDPs available to them that would
charge a lower premium, although the lower-premium PDPs do not always produce lower overall out-of-pocket
costs.
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PDP enrollees facing a monthly
premium increase of $20 or more
switched at two to four times the

Exhibit 6
Switching Rates Were Higher Among Non-LIS PDP Enrollees Facing
Larger Premium Increases, Compared to Other Enrollees, 2006-2010

28.4%

Increase of upto  Increase of $10to Increase of $20 or
$10 or no change $20 more

average rate overall. Still, over two-
thirds of enrollees in PDPs that
raised premiums by at least $20
stayed in that PDP the following
year. PDP enrollees who faced

10.5%

Total PDP-to-PDP
switching rate

7.8% 7.1%

Decrease

especially large monthly premium

increases were more likely to change
PDPs than those facing lower premium

increases (Exhibit 6) For example, 28 Change in Monthly PDP Premium From Year 1 to Year 2

Share of

100% 13.0%
enrollees

66.6% 16.6% 3.8%

percent of PDP enrollees facing a monthly

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. Analysis includes non-LIS Medicare Part D enrollees in a PDP in
one or more annual enrollment period from 2006 to 2010; excludes those who switched to a Medicare Advantage drug plan;
estimates are averaged across four annual enrollment periods, 2006-2010. See Appendix 1 for full methodology.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files and Plan Characteristics
Files, 2006-2010.

premium increase of at least $20

switched PDPs during the annual

enrollment period (averaged across the

four enrollment periods between 2006 and 2010). By contrast, only 7 percent of those facing a more modest
premium increase (up to $10 or no change in their premium) switched PDPs, while 8 percent of those facing a
premium decrease switched PDPs. Still, a significant majority of enrollees stayed with the same PDP
regardless of the premium change they were facing in their current plan.

Enrollees in PDPs that made changes to their benefit designs, such as increasing
deductibles or dropping coverage of brand-name drugs in the gap, were more
likely to switch plans than enrollees in PDPs that did not change their benefit
design.

Most PDPs retain the same basic benefit design from one year to the next: PDPs with coverage in the gap retain
that coverage, those with deductibles continue to use deductibles, and those using cost-sharing tiers continue
doing so. But in every year, some plans do make changes to their benefit designs. For example, about one in
six PDPs made changes to their deductibles between 2009 and 2010, and a smaller subset of PDPs dropped
coverage that they had offered for brand-name drugs in the coverage gap in the years from 2006 to 2008.

Through their plan choices, Part D enrollees who switched plans demonstrated a preference for
PDPs with no deductibles or relatively small deductibles. Although most plans tend to make no
change in their benefit design from year to year with regard to the deductible, there were more notable changes
between 2009 and 2010. In 2009, about 13 percent of PDP enrollees were in plans that were adding or raising
the deductible for the 2010 plan year, and another 4 percent were in plans that were lowering or eliminating
the deductible. Among PDPs that were increasing the deductible between 2009 and 2010 , the weighted
average increase in the deductible was $120 (the maximum deductible in 2010 was $310).
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PDP enrollees in plans that increased or
added a deductible for 2010 were about
twice as likely to switch PDPs as those in
plans that did not change how deductibles
were used or that lowered or eliminated
deductibles (Exhibit 7). Furthermore,
enrollees in PDPs retaining an existing
deductible in 2010 were much more likely
to switch to another plan than those in
PDPs with no deductible.2> Other
evidence supports the idea that
beneficiaries tend to overpay (in terms of
premiums) for plans without a
deductible.>

Enrollees in plans that dropped
coverage of brand-name drugs in
the gap in the first two years of the
program were more likely to switch
plans than enrollees in plans that
made no changes to gap coverage,
although only a very small share of
the PDP population had this
generous gap coverage of brand-
name drugs, and only a handful of
PDPs offered it (Exhibit 8). In 2006
and 2007, most of the small number of
PDPs that offered some coverage for
brand-name drugs in the coverage gap
faced costly adverse selection, whereby
the more extensive gap coverage was
worth the higher premium only for those

Exhibit 7
Switching Rates Were Higher Among Non-LIS PDP Enrollees Facing
a Higher Deductible, Compared to Other PDP Enrollees, 2009-2010

18.9%
0,
10.7% 10.0% 0.4%
Total PDP-to-PDP Lower deductible Same deductible Higher deductible
itchi t
switching rate Change in PDP Deductible From Year 1 to Year 2

Share of

100% 3.6%
enrollees

83.5% 12.7%

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. Analysis includes non-LIS Medicare Part D enrollees in a PDP in
the 2009-2010 annual enroliment period (n=438,006); excludes those who switched to a Medicare Advantage drug plan. See
Appendix 1 for full methodology.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files and Plan Characteristics
Files, 2006-2010.

Exhibit 8
Switching Rates Were Higher Among Non-LIS PDP Enrollees Who Lost
Brand-Name Gap Coverage, Compared to Other Enrollees, 2006-2008

M Total PDP-to-PDP switching rate M Plan dropped brand-name gap coverage [ Plan made no change in gap coverage

50.3%
39.1%
9.4% 6.9% 11.5% 11.0%
2006-2007 2007-2008
Share of 100% 5.0% 89.0% 100% 1.3% 97.8%

enrollees

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. Analysis includes non-LIS Medicare Part D enrollees in a PDP in
one or more annual enrollment period from 2006 to 2008; excludes those in PDPs adding gap coverage and those who switched to
a Medicare Advantage drug plan. See Appendix 1 for full methodology.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files and Plan Characteristics
Files, 2006-2010.

who expected to reach the coverage gap. As a result, nearly all of these PDPs elected to modify or drop that

coverage (or left the market) for either the 2007 or 2008 plan year.

Enrollees whose plans were dropping coverage of brand-name drugs in the gap at the end of 2006 or 2007

switched PDPs at a rate four times greater than the average rate of switching among PDP enrollees. A large

share of enrollees in this situation (39 percent in 2006 and 50 percent in 2007) switched out of their plans in

those two enrollment cycles, compared to a smaller share (7 percent in 2006 and 11 percent in 2007) of those

enrolled in PDPs that made no change in their gap coverage. These counts do not include enrollees forced to

pick a new plan because their PDP exited the program entirely. Through the process of adverse selection

leading to a “death spiral,” the availability of PDPs with generous gap coverage for brand-name drugs mostly

disappeared by 2008.22
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DISCUSSION

Our analysis shows that most Part D enrollees did not change their selection of a plan from one year to the next
during the annual enrollment period for Medicare prescription drug coverage. Even over a five-year period,
most did not change plans outside of special circumstances, such as when a plan sponsor reorganized plan
offerings or acquired another company’s plans. The low rate of plan switching in Part D is similar or somewhat
higher than those in some other settings, where choice of plans may be more consequential since it involves a
full array of health services and may require switching doctors rather than pharmacies. For example, in the
Federal Employees Health Benefit Program, about 12 percent of federal employees switched plans annually
between 1996 and 2001.23 A similar rate of switching (13 percent) has been reported for all nonelderly
Americans with employer-sponsored health insurance, although that rate includes involuntary switching
resulting from changes in jobs or in employer plan offerings.24 In some other settings, switching rates have
been lower than in Part D. For example, the switching rate in the Massachusetts Commonwealth Care/Health
Connector ranged from 2.5 percent to 6.9 percent between 2009 and 2013.25 Although there are no recent
published studies of switching in Medicare Advantage, a 1996 survey of Medicare managed care enrollees
found that about 7 percent had switched from one Medicare Advantage plan to another in the previous year,
and a 2000 survey found that only 4 percent switched Medicare Advantage plans.26

The evidence presented here and in other studies suggests that many Part D enrollees could lower their costs
by engaging annually in the process of reviewing and comparing their plan options during the annual
enrollment period, and when appropriate, switching to a lower-cost plan.2” The reasons for the low level of
switching in Part D are not clear. In one view, enrollment stability could be a sign of enrollees’ satisfaction with
their plans. Another view is that beneficiaries avoid “rocking the boat,” by staying in their current plans,
preferring the status quo (even at a higher cost) over the unknowns of a new plan.28 Alternatively, the low rate
of switching plans could indicate that Medicare beneficiaries are not fully engaged in the Part D program’s
choice-based system and that the task of reviewing and comparing plans in the face of many different options
may be too difficult or may not seem worth the effort. This view is supported by some qualitative evidence
from polls and focus groups, where beneficiaries have reported that they would prefer less choice and a simpler
system.29 This view is also supported by behavioral economics research which suggests that decision makers
who face a wide range of choices have more difficulty making decisions, make poorer choices, and may in fact
fail to make any decision whatsoever.3°

Our analysis suggests that higher premiums, higher deductibles, and less generous coverage in the gap are
associated with higher than average PDP switching rates, but even with these changes, only a small share of
Part D enrollees switched away from PDPs that raised premiums, increased deductibles, or dropped brand gap
coverage. Enrollees who switched PDPs were more likely to face lower premiums than those who did not.
However, switching plans was much less likely to lead to a reduction in the overall amount that enrollees pay
out of pocket for their drugs (excluding premiums). This finding suggests that even those enrollees who
undertake the task of reviewing their plan options may not be fully aware of the tools available that would help
them compare total costs. For example, if a beneficiary enters their drug regimen into the Plan Finder website
developed by CMS, the program will calculate total costs for all plans in the beneficiary’s area and array them
in order from least to most costly—simplifying the information the beneficiary needs to review. Some
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observers have suggested that more availability of one-on-one counseling or more targeted information
provided regularly to Part D enrollees could reduce the transaction costs associated with switching plans.s!

To the extent that Part D enrollees do not regularly evaluate their plan options or select a new plan even in the
face of higher costs, the competitive model inherent to Part D may fall short of expectations. Policymakers may
want to consider ways to simplify the required decision making for beneficiaries and provide better decision-
support tools. CMS has taken some key steps in the last few years by reducing the number of competing plans
and requiring that multiple plan offerings by the same plan sponsor have meaningful differences. CMS has
also taken steps since the start of the program to improve the quality of available plan information with
enhancements to the online Plan Finder and the availability of better performance measures in the star rating
system. Nevertheless, many beneficiaries do not take advantage of these tools on a regular basis, and some are
reluctant to initiate research into alternate plan selections because they underestimate the potential savings
they could achieve.32 This suggests that more could be done to reduce the number of plan offerings and make it
easier for beneficiaries to compare plans, thereby improving the environment for reviewing and selecting
plans.33

Our findings have implications beyond Part D, as policymakers debate options for broader Medicare
restructuring, including options that would increase the role of private plans in Medicare. The evidence to date
from Part D suggests that most beneficiaries, once enrolled, tend to stick with the plans they have chosen, even
when they are faced with relatively large premium increases. While this tendency likely reflects a mix of both
satisfaction with the status quo and some reluctance to examine alternatives or make a change, it also points to
a disconnect between theory and reality in this and potentially other choice-based systems for Medicare. In the
face of evidence suggesting that plans will retain most of their enrollees regardless of premium increases or
modifications to other plan features, plan sponsors may have less incentive to keep costs down. The result
could be higher costs for both beneficiaries and the federal government, because under the structure of Part D,
where both the government’s share of the premium and the beneficiary’s premium amount are derived from
the average of plan bids, these costs go up as plan bids increase. Results of our study raise questions about the
degree to which beneficiaries are willing or able to let cost be their ultimate guide in choosing a plan. As a
result, the competitive signal is not sent to plan sponsors, and beneficiaries could miss out on an opportunity to
achieve savings.
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APPENDIX 1: STUDY METHODOLOGY

The analysis for this study is based on a 5-percent random sample of Medicare beneficiaries, obtained from the
Centers for Medicare & Medicaid Services (CMS), for each year from 2006 to 2010. The sample dataset
includes information on the characteristics of beneficiaries from the Master Beneficiary Summary File and Part
D plan information from the Part D Plan Characteristics Files (encrypted at the level of the contract ID and
plan ID).

From the one-year samples, we matched beneficiaries across years to build a series of samples of beneficiaries
who were enrolled in the Part D program for each of four two-year periods (2006-07, 2007-08, 2008-09, and
2009-10) (Table A1). To be included in a two-year sample, beneficiaries (1) must have participated in Part D
in both December of the first year of a two-year pair and January of the second year and (2) must have been
non-LIS in all months for which they were enrolled in a drug plan. Anyone who died prior to January of the
second year is excluded from the analysis. By measuring enrollment in December of year one, we focus the
study only on switches occurring in the annual enrollment period. This rule also allows inclusion of
beneficiaries who entered the program during the full annual enrollment period for 2006, which extended from
November 15, 2005 until May 15, 2006.

Table A1: Number of Part D Enrollees in Two-Year Samples, by Exclusion Criteria

2006-07 2007-08 2008-09 2009-10
Total in 5% sample 2,431,158 2,475,122 2,519,634 2,565,873
Part D enrollment, December of Year 1 1,307,391 1,380,897 1,444,534 1,500,204
Part D enrollment, January of Year 2 1,354,075 1,424,688 1,479,202 1,521,299
Non-LIS enrollment during both years 849,743 904,866 954,604 993,402
Final sample size meeting above criteria,
Lnncrlglcliézg PDP, MA-PD plan, and employer plan 753,619 821,295 873,273 902,887

Separate sub-samples were created for those who were enrolled in a stand-along prescription drug plan (PDP)
in the first year of each two-year cycle and those who were enrolled in a Medicare Advantage prescription drug
(MA-PD) plan in the first year; most of the analysis reported here is based on the PDP sample (Table A2).
Part D enrollees in employer-only plans were excluded from the analysis. For the segments of the analysis
examining the impact of individual and plan characteristics, we further subset the sample to include only PDP
enrollees who remained in a PDP in the second year. By excluding Part D enrollees who are in MA-PD plans
before or after the annual enrollment period, we avoid the complications of the larger array of factors related to
plan switching in the Medicare Advantage market. This last reduction to the sample eliminates those switching
from a PDP to an MA-PD plan, therefore the rate of switching is reduced from 12.9 percent (averaged across
the four annual enrollment periods) of the sample of all enrollees in a PDP entering the annual enrollment
period to 10.5 percent of enrollees in PDPs both before and after.
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Table A2: Number of Part D Enrollees in Two-Year Samples, by Type of Plan Enroliment

Type of Sample 2006-07 2007-08 2008-09 2009-10
Total non-LIS enrollees, including both PDP and

MA-PD plan enrollees but excluding enrollees in 668,957 720,438 757,462 787,632
employer-only plans

Total enrollees who were in a non-employer PDP in 427241 452,343 455,964 453,144
Year 1 of a two-year cycle

Total_enrollees who were in a non-employer MA-PD 241,716 268,095 301,498 334,488
plan in Year 1 of a two-year cycle

Total enrollees who were in a non-employer PDP in 418,271 441373 442,393 438,006

both Year 1 and Year 2 of a two-year cycle

We built another sample of beneficiaries who were enrolled in the program for the entire 2006-2010 period
(Table A3). To be included in the five-year sample, beneficiaries (1) must have participated in Part D
continuously from December 2006 through January 2010 and (2) must have been non-LIS during all these
months. We further subset the sample into three groups: those enrolled in PDPs throughout all 38 months of
this time period, those enrolled in MA-PD plans for all 38 months, and those enrolled in some combination of
PDPs and MA drug plans during the period.

Table A3: Number of Part D Enrollees in the Five-Year Sample (Dec 2006-Jan 2010)

Type of Sample Number
Total non-LIS enrollees enrolled only in PDPs in sample period 313,418
Total non-LIS enrollees enrolled only in MA-PD plans in sample period 220,836
Total non-LIS enrollees enrolled in PDPs and MA-PD plans in sample period 52,643

For the non-LIS Part D enrollees in each two-year sample, we define a plan switch based on enrollment in a
different plan in January of the second year, compared to December of the first year (plan elections made at
any time during the annual enrollment period are effective on January 1). This approach is the same as that
which MedPAC uses to assess the rate of Part D plan switching.** The use of December-to-January to measure
change in plans as the definition of a plan switch restricts the analysis to switching that occurs during the
annual enrollment period that ends in December of each year, and excludes any plan switching that occurs in
the additional open enrollment period available to Part D enrollees at the beginning of the year or other mid-
year plan switches. The policy in effect between 2006 and 2010 allowed enrollees the opportunity to make one
additional change in health plans in January, February, or March, as long as the change did not involve adding
or dropping drug coverage.* Measuring plan switches that occurred between December of year 1 and January
of year 2 means that changes made in this additional open enrollment period were not captured in our analysis.
In addition, enrollees may switch plans at any time during the year in special circumstances, such as moving to
a new address with different plan options or moving into or out of an institution. As a result, our analysis has
underestimated the overall rate of plan switching by some unknown degree. However, an examination of
enrollment data in CMS's monthly enrollment reports suggests that the use of these additional opportunities to
switch plans is relatively low and their inclusion would not have a sizeable effect on the overall rates of plan
switching measured here.
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We do not count plan switches that are involuntary under the following two circumstances: (1) a plan enrollee
whose plan (as designated by the contract ID and plan ID combination) changes, but where the old plan and
the new plan are matched ("crosswalked") and who accepts the automatic transfer to the crosswalked plan;3¢
and (2) any plan enrollee whose plan exits the program without any crosswalked plan and who therefore must
select a new plan to remain in Part D.37 For the five-year sample, switches were defined in a comparable
manner, taking into account only voluntary switches that occurred between December of one year and January
of the next year.

Because the switching analysis presented here is based on individual decisions, the sample of beneficiaries for
the analysis of each two-year file excludes newly eligible beneficiaries, beneficiaries who died during the
relevant time period, and others who did not participate in Part D in both years. In addition, this analysis
excludes from the estimate of switching rates various types of involuntary switches. As a result, the results
reported here cannot be used to project the total net enrollment change from one year to the next. The net
enrollment change is a product of how many people switch plans voluntarily, those who switch involuntarily as
a result of plan exits, new enrollees to Part D, and those who have died or disenrolled from Part D.

The encryption of plan identifiers imposes some limitations on our study. Some plan sponsors operate under
multiple contract numbers, often because they acquire the contract number from another plan sponsor through
a corporate merger or acquisition. As a result, we cannot reliably distinguish between switches within plans
offered by the same sponsor and those across plan sponsors. In addition, the use of encrypted plan identifiers
makes it difficult to analyze plan characteristics that are not reported in the plan characteristics files. For
example, we cannot look at externally derived measures of plan benefit designs or plan formularies, beyond
measures included in the plan characteristics files (especially premiums, gap coverage, and deductibles).

Another limitation, especially for looking at the impact of plan characteristics, is that plans may change in
multiple ways from one year to the next. As a result, it may be difficult to determine when a switch is more
associated with one factor (such as a premium increase) or another (such as a deductible increase) when many
beneficiaries in the sample are enrolled in the same plan. For example, some beneficiaries facing an increased
deductible face the same premium change because they are in the same plan. This situation makes it more
difficult to disentangle the effects of different plan characteristics and to interpret statistical significance tests.
To mitigate this concern, we focused the analysis of changes in plan characteristics on years when changes were
more common and where differences in switching rates were larger. We also put the variables measuring
changes in plan premiums, deductibles, and gap coverage in a multivariate logistic regression, which should
control for simultaneous plan changes. Parameters for all three types of benefit change were statistically
significant, and the estimated odds ratios showed that the magnitude of the relationships was substantial.

In addition, the study is limited to the plan and beneficiary characteristics in the Medicare Beneficiary
Summary File. We did not obtain for this study the prescription drug events (claims) for beneficiaries or
claims from Medicare Parts A and B. Thus, we cannot calculate beneficiary risk scores or use measures of drug
spending or other Medicare spending beyond the summary measures available in the Master Beneficiary
Summary File. In addition, no measures of income or education are available, and the coding of race and
ethnicity (as presented in Appendix 2, Exhibits A1 and A4) in the Medicare files raises issues.*® First, race and
ethnicity are not divided into separate variables. For example, Hispanic beneficiaries who are black may be
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listed as Hispanic but not as black. Second, information on race is self-identified, typically either when
someone first applies for a Social Security number or first applies for benefits (with some updating from a
postcard survey). To address issues of accuracy and bias in the coding (especially for Hispanic and
Asian/Pacific Islander beneficiaries), CMS has a second variable based on an imputation algorithm that largely
relies on surnames and increases the number of beneficiaries coded as Hispanic or Asian/Pacific Islander.*
We have used the second variable for the tables in Appendix 2. However, the results based on race and
ethnicity should be used with caution.
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APPENDIX 2: DATA TABLES

Exhibit A1: Switching Rates Among Non-LIS PDP Enrollees, by Demographic Characteristics, 2006-2010

4-cycle Share of
CATEGORY 2006-07 2007-08 2008-09 2009-10 sample
average
(average)

Overall Switching Rate 10.5% 9.4% 11.5% 10.2% 10.7% 100.0%
Age

<65 9.3 10.9 9.7 8.2 8.5 5.7

65-<75 10.7 9.2 11.2 11.1 11.3 45.1

75-<85 10.5 9.7 11.7 9.9 10.5 34.0

85 and more 10.1 9.0 12.5 9.2 9.9 15.3
Sex

Male 9.9 8.9 10.5 10.0 10.2 34.4

Female 10.8 9.7 12.0 10.4 10.9 65.6
Race/Ethnicity*

Non-Hispanic White 10.8 9.6 11.8 10.6 11.0 91.9

Black 6.6 6.8 7.7 5.2 6.7 3.9

Hispanic 6.7 7.2 7.3 5.6 6.7 2.5

Other 8.4 7.7 8.8 8.3 8.7 1.7
Original Reason for Entitlement

Old age and survivors 10.5 9.2 11.5 10.4 10.7 88.8

insurance

Disability 10.5 11.2 11.4 9.3 9.9 11.0

ESRD or Disability and

ESRD 14.0 16.9 16.9 11.1 10.9 0.2
Selected PDP Regions
Regions with Highest Enrollment

Upper Midwest (#1 in 16.3 12.0 19.6 12.8 20.9 8.5

enrollment)

FL (#2 in enrollment) 7.6 8.3 6.3 8.4 7.4 6.5

CA (#3 in enrollment) 7.5 8.1 7.1 7.4 7.2 6.3

TX (#4 in enrollment) 8.4 8.4 7.7 8.4 9.0 6.1
Regions with Highest Switching Rate

NJ (highest switching 19.9 25.5 31.8 11.8 10.5 3.9

rate)

PA-WV (2nd highest 18.9 10.5 26.5 223 16.5 5.3

switching rate)
Regions with Lowest Switching Rate

HI (lowest switching 4.7 6.8 4.4 <4.0 5.1 0.1

rate)"“

NM (2nd lowest 5.2 5.7 43 6.2 4.5 0.4

switching rate)

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. ESRD is end-stage renal disease.
Analysis includes non-LIS Medicare Part D enrollees in a PDP in one or more annual enrollment period
from 2006 to 2010; excludes those who switched to a Medicare Advantage drug plan; estimates are
averaged across four annual enrollment periods, 2006-2010. See Appendix 1 for full methodology.

* See Appendix 1 for the limitations on the race/ethnicity variable.
** Value for 2008-09 shown as approximate value due to restrictions on small cells.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files
and Plan Characteristics Files, 2006-2010.
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Exhibit A2: Switching Rates Among Non-LIS PDP Enrollees, by Chronic Health Conditions, 2006-2010

4-cycle Share of
CATEGORY average 2006-07 2007-08 2008-09 2009-10 sample
(average)

Overall Switching Rate 10.5% 9.4% 11.5% 10.2% 10.7% 100.0%
Number of Chronic Conditions

0 9.3 6.4 10.0 10.1 10.8 11.3

1 9.8 7.6 10.1 10.4 11.2 12.2

2 10.0 8.2 10.6 10.3 10.8 14.9

3 10.3 9.2 11.1 10.2 10.6 16.4

4 10.8 10.1 11.9 10.4 10.6 14.7

5 11.0 11.0 12.5 10.3 10.4 11.2

6 or more 11.6 12.3 13.4 10.0 10.4 19.4
Hypertension

No 10.2 8.5 10.8 10.6 11.1 42.0

Yes 10.6 10.2 12.0 10.0 10.4 58.0
Hyperlipidemia

No 9.9 8.3 10.7 10.0 10.7 53.2

Yes 11.1 10.8 124 10.5 10.6 46.8
Ischemic Heart Disease

No 10.2 8.7 11.0 10.3 10.7 69.0

Yes 11.1 11.2 126 10.2 10.5 31.0
Rheumatoid Arthritis/Osteoarthritis

No 10.1 8.9 11.0 10.1 10.5 70.9

Yes 11.2 10.8 12.6 10.6 11.0 29.1
Cataract

No 10.2 9.2 113 10.0 10.4 73.8

Yes 11.1 10.0 12.1 11.1 11.5 26.3

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. Analysis includes non-LIS Medicare
Part D enrollees in a PDP in one or more annual enrollment period from 2006 to 2010; excludes those
who switched to a Medicare Advantage drug plan; estimates are averaged across four annual enrollment
periods, 2006-2010. See Appendix 1 for full methodology.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files
and Plan Characteristics Files, 2006-2010.
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Exhibit A3: Switching Rates Among Non-LIS PDP Enrollees, by Health Spending Levels, 2006-2010

4-cycle

CATEGORY average 2006-07

Overall Switching Rate 10.5% 9.4%

Non-Part D Medicare Expenditures in Year 1 by Quartile
Quartile 1 9.5 7.2
Quartile 2 10.3 9.0
Quartile 3 11.0 10.2
Quartile 4 11.0 11.3

Part D Total Drug Costs in Year 1 by Benefit Phase
Initial coverage phase

(pre-gap) 9.2 7.0
Gap phase 13.7 16.2
Catastrophic phase 15.9 21.4
Part D Total Drug Costs in Year 1 by Quartile
Quartile 1 9.3 5.9
Quartile 2 8.9 6.8
Quartile 3 9.5 8.3
Quartile 4 14.2 16.7

Part D Out-of-Pocket Drug Costs in Year 1 by Quartile

Quartile 1 8.5 5.7
Quartile 2 9.6 7.1
Quartile 3 10.1 8.9
Quartile 4 13.6 16.2

2007-08

11.5%

10.2
11.3
12.2
123

9.9

14.7
18.9

9.8
9.7
10.4
16.1

8.7
10.6
11.4
153

2008-09

10.2%

9.9
10.4
10.7
10.0

9.7

11.6
11.7

10.4
9.4
9.5

9.7
2.9
10.2
11.2

2009-10

10.7%

10.6
10.7
10.9
10.4

10.1

12.4
11.7

11.0
9.8
9.6

12.2

10.1
10.8
10.0
11.8

Share of
sample
(average)

100.0%

25.0
25.0
25.0
25.0

73.6

223
4.1

25.0
25.0
25.0
25.0

25.0
25.0
25.0
25.0

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. Analysis includes non-LIS Medicare
Part D enrollees in a PDP in one or more annual enrollment period from 2006 to 2010; excludes those
who switched to a Medicare Advantage drug plan; estimates are averaged across four annual enrollment

periods, 2006-2010. See Appendix 1 for full methodology.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files

and Plan Characteristics Files, 2006-2010.
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Exhibit A4: Switching Rates Among Non-LIS PDP Enrollees, by Demographic Characteristics, 2006-2010
Number of switches, 2006-2010

Share of
CATEGORY 0 1 2 3 4 sample
(average)

Overall Switching Rate 71.9% 19.1% 6.2% 2.2% 0.5% 100.0%
Age

<65 71.4 19.5 6.2 2.3 0.6 4.6

65-<75 71.1 19.7 6.5 2.2 0.5 48.9

75-<85 72.4 18.8 6.1 2.2 0.5 35.6

85 and more 74.0 17.3 5.7 2.4 0.6 10.9
Sex

Male 72.8 18.9 5.9 2.0 0.5 33.2

Female 71.5 19.3 6.4 2.3 0.5 66.8
Race/Ethnicity*

Non-Hispanic White 71.3 19.4 6.4 2.3 0.5 93.2

Black 81.6 13.8 3.1 1.2 0.3 3.0

Hispanic 79.6 15.1 3.8 1.2 0.3 2.2

Other 76.9 16.1 4.9 1.7 0.5 1.6
Original Reason for Entitlement

gl':uigﬁcae“d survivors 72.1 19.0 6.2 2.2 0.5 90.9

Disability 69.8 20.6 6.5 2.5 0.6 9.0

ESRD or Disability and ESRD** 63.0 19.7 11.7 5.6 - 0.1
Selected PDP Regions
Regions with Highest Enrollment

gr']’r%"ilrn':’é':t")"e“ (#1 in 54.0 32.1 9.7 3.7 0.5 9.1

FL (#2 in enrollment) 79.0 14.4 5.0 1.3 0.4 6.4

CA (#3 in enrollment) 80.0 13.7 4.4 1.5 0.4 6.6

TX (#4 in enrollment) 76.6 16.2 5.2 1.6 0.4 6.0
Regions with Highest Switching Rate

:‘:tg"d highest switching 60.5 16.9 12.7 7.0 2.8 4.0

r:\t-;/;/v (3rd highest switching 58.3 20.4 13.4 6.9 1.0 5.2
Regions with Lowest Switching Rate

HI (lowest switching rate)** 89.8 10.2 -- -- - 0.1

'rjlal\tllegind lowest switching 84.8 12.3 2.9 B 3 0.4

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. ESRD is end-stage renal disease.
Analysis includes non-LIS Medicare Part D enrollees in a PDP continuously from 2006 to 2010. See
Appendix 1 for full methodology. Highest switching rate is defined as the lowest share of beneficiaries
with no switches across the four annual enrollment periods.

* See Appendix 1 for the limitations on the race/ethnicity variable.
** Values for some cells combined due to restrictions on reporting small cells.
*** The highest switching rate is in the Upper Midwest region, shown in the previous panel.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files
and Plan Characteristics Files, 2006-2010.
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Exhibit A5: Switching Rates Among Non-LIS PDP Enrollees, by Demographic Characteristics, 2006-2010
Number of switches, 2006-2010

CATEGORY 0
Overall Switching Rate 71.9%
Number of Chronic Conditions
0 73.5
1 72.8
2 72.8
3 or more 71.2

Non-Part D Medicare Expenditures in 2006 by Quartile

Quartile 1 74.0
Quartile 2 72.2
Quartile 3 71.2
Quartile 4 70.2

Part D Total Drug Costs in Year 1 by Quartile
Quartile 1 73.2
Quartile 2 74.7
Quartile 3 73.4
Quartile 4 66.2

Part D Out-of-Pocket Drug Costs in Year 1 by Quartile
Quartile 1 75.2
Quartile 2 73.1
Quartile 3 71.7
Quartile 4 67.6

NOTES: LIS is Low-Income Subsidy. PDP is prescription drug plan. Analysis includes non-LIS Medicare

1

19.1%

19.4
19.1
18.9
19.1

18.6
18.9
19.3
19.7

19.2
17.3
18.4
21.7

17.8
18.4
19.4
20.9

2

6.2%

5.4
5.8
5.9
6.6

5.4
6.2
6.6
6.9

5.7
5.6
5.8
7.9

5.3
5.9
6.2
7.6

3

2.2%

1.5
1.9
2.0
2.5

1.7
2.2
2.4
2.6

1.7
2.0
2.1
3.1

1.5
2.1
2.3
3.0

4

0.5%

0.2
0.4
0.4
0.6

0.3
0.5
0.6
0.7

0.3
0.4
0.4
1.1

0.3
0.4
0.5
1.0

Share of
sample
(average)

100.0%

10.7
13.5
16.7
59.2

25.0
25.0
25.0
25.0

25.0
25.0
25.0
25.0

25.0
25.0
25.0
25.0

Part D enrollees in a PDP continuously from 2006 to 2010. See Appendix 1 for full methodology.

SOURCE: Georgetown/NORC/Kaiser Family Foundation analysis of Medicare Beneficiary Summary Files

and Plan Characteristics Files, 2006-2010.
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