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A Broader Vision For Managed Care, Part 3: The
Scope And Determinants Of Community
Benefits
HMOs can and do pursue initiatives that benefit more than just their
members, but they can do more.

by Mark Schlesinger, Bradford H. Gray, and Michael Gusmano

ABSTRACT: Managed care plans have been encouraged to address the health of the com-
munities in which they are located. This paper presents the first nationally representative
portrait of health maintenance organizations’ (HMOs’) community benefit activities, based
on survey data from 1999. We found that HMOs were engaged in a wider variety of commu-
nity involvements than were identified in past legal decisions and legislation defining “com-
munity benefits” for health plans. The scope of community activities was broader for HMOs
that enroll Medicaid recipients, are influenced by local business leaders, operate under
nonprofit ownership, and are located in states with community benefit reporting laws.

E
ven as managed care was trans-
formed from hero to villain in U.S.
health policy at the century’s end, a less

visible but more hopeful vision of the future
was emerging. It emphasized health mainte-
nance organizations’ (HMOs’) potential to
address the health needs of communities.1

This perspective offered ideas for assessing
and shaping HMOs’ performance.2

Some HMOs have engaged in projects with
broad community benefit.3 However, docu-
mentation of such activities is largely either
anecdotal or drawn from small demonstration
projects.4 It has thus been impossible to assess
whether a community orientation represents a
broad, realistic aspiration for the managed care
industry. Little is known about the scope of
community benefit activities among HMOs or

factors that encourage or discourage HMOs
from broadening their purview beyond their
enrollees.5

This paper addresses this gap in our knowl-
edge. Building on a previously reported con-
ceptual framework developed to capture the
full range of community benefits and public
goods, we provide the first nationally repre-
sentative portrait of HMOs’ community bene-
fit activities. Drawing on a 1999 survey, we
document the scope and magnitude of these
activities and plan executives’ attitudes about
them. Our analysis explores plan characteris-
tics and environmental factors that encourage
or discourage community benefit activities.
We also suggest policy implications for public
officials concerned with the role of managed
care in U.S. health care.
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Pathways To Community
Involvement

To survey HMOs’ community benefit activ-
ities, we first identified four perspectives on
the topic in the literature, as discussed in two
previous papers.6 Each suggests a distinctive
form of community benefit.

� Legal-historical perspective. The term
community benefit derives from the expectations
that apply to “charitable” health care organiza-
tions under tax law.7 Past legal actions suggest
policies and practices that HMOs might adopt
to satisfy legal requirements, such as providing
free care and subsidized premiums.8

� Market failures perspective. Eco-
nomic theories of nonprofit organizations
highlight circumstances under which organi-
zations’ costs and benefits differ from the im-
pact of their decisions on others.9 Plans might
bear costs that could be displaced (“ex-
ternalized”) elsewhere (such as to families or
community organizations) or might provide
services for which they cannot fully recover
the economic return (as with public goods
such as medical research).

� Community health perspective.
Derived from public health and health services
research, this perspective points to ways that
HMOs might contribute to a robust health
care system that can serve the full range of
communities’ changing health needs.10 Thus,
plans could share resources and expertise in
addressing problems and collaborate with
safety-net providers. Also included are health
promotion activities aimed beyond enrolled
populations.

� Healthy community perspective.
Derived from communitarian philosophy and
social epidemiology, this perspective empha-
sizes fostering more-effective local decision
making in allocating health resources, as well
as attention to social and environmental fac-
tors that affect population health.11 HMOs
might work with the local nonmedical infra-
structure or work to shift public priorities to
address underlying causes of disease. The
healthy community perspective puts primacy
on the preferences of community residents.12

Each perspective suggests pathways

through which HMOs could affect the well-
being of communities. The full extent of an
HMO’s community involvement can be as-
sessed only if all dimensions suggested by the
four perspectives are measured. We hypothe-
size that the extent of such involvement de-
pends on characteristics of both HMOs and
their environments.

� Hypothesized plan influences on
community benefit. Past research suggests
that HMOs’ willingness to pursue community
activities might be affected by their legal form
of ownership (for-profit or not-for-profit); by
the extent to which policies are set locally
(whether the plan is a subsidiary of a multi-
state corporation), which might enable the
plan to capture some return from their com-
munity involvement and orient the plan to the
healthy community perspective; and by the ex-
tent of their Medicaid enrollment, which
might encourage programs targeted to disad-
vantaged groups.

HMOs’ ability to pursue community bene-
fit activities may be facilitated by size (per-
haps economies of scale exist in producing
community benefits) and age (collaborations
may take time to develop). Their ability to fi-
nance community benefit activities may be
negatively affected by the extent of their
Medicaid involvement, because low premiums
may introduce constraints on resources.13

� Hypothesized environmental influ-
ences on community benefit. HMOs’ com-
munity benefit orientations may be affected by
three community characteristics. First, the
greater the competitive pressures in a market,
the fewer resources will be available for com-
munity activities. Second is regulation, which
comes in two forms. State regulation designed
to stimulate community benefits might be ex-
pected to stimulate more activity. At the time
of our survey, only Massachusetts and Minne-
sota had community benefit provisions for
HMOs. Most state regulation of plans is in-
tended to protect individual enrollees or en-
sure due process for health professionals.14 We
hypothesize that such regulation diverts re-
sources away from community-oriented activ-
ities.
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The third environmental influence on
HMOs is external actors: the consumers and
purchasers; stakeholders from local communi-
ties; and investors, state and federal officials,
and corporate offices for HMOs affiliated with
multiplan organizations from outside the local
community. One might expect corporate of-
fices to increase standardization across metro-
politan areas and lessen HMOs’ focus on par-
ticular communities. It is unclear what
influence the other doctors will have on com-
munity activities.

Measuring HMOs’ Involvement
With Local Communities

To measure HMOs’ community benefit ac-
tivities and explore the factors that encourage
or inhibit community involvement, we sought
data from a representative national sample of
HMOs in a survey fielded during March–
November 1999.

� Sampling strategy. Because the survey
focused on relationships between HMOs and
communities, our primary sampling units
were metropolitan statistical areas (MSAs). A
random sample of forty MSAs from twenty-
nine states was drawn, stratified by size.
When appropriately weighted, our results are
representative of the practices of the urban
managed care industry in 1999. Within each
MSA, we identified all HMOs (commercial
and Medicaid) that had been in operation for
at least two years and had at least 10,000 en-
rollees in the MSA.15 HMOs were identified
from industry directories, local telephone di-
rectories, and contacts with state and local in-
formants. The age and size criteria were to ex-
clude HMOs that had a minimal local presence
or that were too new to have had coherent
community practices during the study period.

We asked about HMOs’ community-
related activities in the sampled MSA. In states
with more than one MSA in the sample, a sin-
gle licensed entity may have operated in more
than one sampled city. For survey purposes,
each of these embodiments was treated as a
distinct plan. One hundred eighty HMOs were
eligible for inclusion in the study; of these, 112
responded to the survey, an overall response

rate of 62 percent. Responding HMOs were
similar to national averages in age, size, and
ownership status.

� Instrument design and data collec-
tion. To construct our survey instrument, we
developed measures for every type of commu-
nity benefit, with guidance from a national ad-
visory panel from the managed care industry
and academe.16 We divided the content into
three instruments to interview the chief exec-
utive officer (CEO), medical director, and the
person responsible for community affairs. (A
fourth instrument was used with the twenty
HMOs that supported some community activ-
ities through a separate foundation.) We did
so because no one person is in a position to
provide reliable information about all perti-
nent practices and policies.

Our primary goal was to capture the full
range of HMOs’ community benefit activities.
Although divided among different instru-
ments, the policies and activities are listed in
Exhibit 1 in the four perspectives listed earlier,
where they were summed to provide measures
of “breadth.”17

We also sought to measure resources de-
voted to community benefit activities. This
proved difficult because (1) many HMOs do
not budget separately for community benefit
spending, (2) the budgets that exist do not in-
clude all activities that we viewed as legiti-
mate forms of community benefit, (3) in-kind
contributions could not be effectively valued,
and (4) community benefit activities are often
intertwined with services to enrollees.

Preliminary interviews and pretests sug-
gested that sound information on resource
commitments could be gathered for only seven
dimensions of community benefit. We ob-
tained data on spending for these areas from
each plan (and from foundations where such
entities existed).18 We refer to these variables
as measures of the “depth” of community bene-
fit commitments.19

To facilitate the analysis of factors associ-
ated with broader or deeper commitments to
community benefit, the survey collected three
additional types of information. The first in-
volved HMOs’ operational definitions of their
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community, including whether certain activi-
ties were targeted within the MSA and on
what basis. The second focused on executives’
views of a plan’s social responsibilities. The fi-
nal ancillary questions were descriptive, in-
cluding information about the plan, its en-
rollees, market conditions, and the extent of
various influences on its policies and prac-
tices.

� Statistical methods. To construct de-

scriptive statistics, we weighted our raw find-
ings to be representative of the portion of in-
dustry that operates in urban settings, based
on the size characteristics of the MSAs we
sampled. Because we identified more theoreti-
cally significant variables than can be esti-
mated in models with 112 observations, we
first used bivariate analyses to identify factors
that appear most closely associated with com-
munity benefits.20 We then used this more lim-
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EXHIBIT 1
Prevalence Of Community Benefit Activities In HMOs During 1999: Four Perspectives

Legal-historical Market failure Community health Healthy community

Health education aimed at
general public (82.3%)

Community needs
assessments (33.7%)

Subsidized premiums
(26.5%)

Allowed individual
enrollment (25.9%)

Some community
rating (25.2%)

Only community rating
(10.8%)

Free/subsidized services
(9.8%)

Unscreened individual
enrollment (9.3%)

Supported CME to
address social
problems (71.8%)

Did research on local
health problems
(60.5%)

Did research to improve
MCO industry
performance (58.2%)

Encouraged research by
affiliated MDs (50.8%)

Programs to limit spread
of infectious diseases
(48.3%)

List of patient grievances
reported to enrollees
(40.2%)

Had occupational health
programs (38.3%)

Collected data on burden
of illness in community
(30.0%)

Collaborated with other
health plans (24.2%)

Reported bad treatment
to state agencies
(17.1%)

Required CME to address
social problems (16.2%)

Notified patients about
bad treatment (8.9%)

UR adapted to needs
of family caregivers
(6.0%)

Shared plan’s medical
data with researchers
(78.6%)

Collaborated with
AMCs (64.2%)

Collaborated with local
hospitals (59.4%)

Collaborated with health
department (57.1%)

Knew community-based
health initiatives (47.1%)

Plan was site for education
of health professionals
(41.0%)

Produced public report of
community benefit
actions (40.2%)

Led community-based
health initiatives (27.1%)

Provided support to
CHCs (25.8%)

Reported disease
clusters (18.7%)

Provided support to
CMHCs (10.8%)

Contributed to
community
organizations (67.7%)

Supported school-
based health
initiatives (67.0%)

Programs to reduce
health risks in
homes (45.6%)

Supported health
initiatives in
homeless shelters
(44.5%)

Any political activity to
improve local
health (40.1%)

Mentoring programs
for disadvantaged
workers (36.8%)

Supported health
initiatives in social
service agencies
(32.7%)

Assisted family support
groups for patients
(29.6%)

Programs on traffic
safety (23.1%)

Programs on crime
prevention (20.4%)

Programs to improve
nutrition in
community (14.9%)

Collaborated with local
police or fire
departments (14.8%)

Community groups had
influence on MCO
board (9.9%)

Supported
environmental
initiatives (2.3%)

SOURCE: Authors’ analysis of survey data.

NOTES: Numbers in parentheses indicate percentage of plans reporting the activity. HMO is health maintenance organization.
CME is continuing medical education. AMC is academic medical center. MD is medical doctor. MCO is managed care
organization. CHC is community health center. CMHC is community mental health center. UR is utilization review.



ited set of variables to estimate regression
models to predict involvement in community-
oriented activities.21

Study Findings
� Attitudes. CEOs’ responses to eight pre-

scriptive statements about HMOs’ community
responsibilities are presented in Exhibit 2.
Orientations favorable toward community
benefits would be reflected in agreement with
the first four statements and disagreement
with the second four. Clearly, plan officials
have disparate views.

Most (70–80 percent) executives rejected a
narrow “business model” for HMOs, as exem-
plified by their disagreement with the notion
that HMOs’ responsibilities are limited to con-
tractual obligations and business commit-
ments. Almost two-thirds acknowledged an

obligation to provide some form of “commu-
nity service.” But support was limited for spe-
cific types of community benefits: A bare ma-
jority thought that HMOs should engage in
research; only about 40 percent acknowledged
some responsibility for the viability of safety-
net providers. Support diminished as financial
consequences became more obvious. Just over
a quarter of respondents felt that HMOs had
responsibility to enroll unprofitable patients;
20 percent felt that HMOs should care for
some uninsured people.

� Breadth of activity. The frequency with
which HMOs reported the various forms of
community benefits is presented in Exhibit 1.
Each is listed under the perspective with
which it is most closely connected.22 Every
form was reported by at least a handful of
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EXHIBIT 2
Distribution Of Health Maintenance Organization (HMO) Executives’ Attitudes
Related To Community Benefit Activities, 1999

Percent of executives who

Description of attitude
Strongly
agreed

Somewhat
agreed

Were
neutral

Somewhat
disagreed

Strongly
disagreed

Statements favoring community benefit activities
HMOs should be judged by purchasers on how

they reduce the social impact of ill health, not
just on the quality of their clinical care

All HMOs should provide some community
service or some programs that serve community
residents beyond their enrolled population

0.0

9.0

50.6

56.2

25.8

22.5

20.2

10.1

3.4

2.2

All HMOs should be expected to care for their
fair share of uninsured residents in the
communities they serve

HMOs share responsibility for ensuring that
safety-net providers remain viable in every
community

5.6

2.2

14.6

39.3

16.9

19.1

40.4

32.6

22.5

6.7

Statements discouraging community benefit  activities
HMOs have no greater social responsibility than

other businesses in the  community have
The social obligations of HMOs begin and end with

their following the law and meeting contractual
obligations regarding care of their enrolled
populations

3.4

3.4

18.0

12.4

5.6

6.7

65.2

62.9

7.9

14.6

If plans know that they will lose money on certain
types of enrollees, they should not be expected to
enroll such groups

Research activities should be left to government and
universities, while HMOs should focus on clinical
care

1.1

0.0

49.4

29.2

21.3

18.0

16.9

47.2

11.2

5.6

SOURCE: Authors’ analysis of survey data.



HMOs, but none was addressed by all.
A few activities were reported by more than

two-thirds of HMOs. These “consensus” forms
of community benefit came from all four per-
spectives and include (1) health education
aimed at the public, (2) support for continuing
medical education for affiliated physicians re-
garding health problems with large social
costs (such as domestic violence, mental ill-
ness and substance abuse, and unintentional
injuries), (3) sharing plan data with research-
ers, (4) making donations to
community-based organiza-
tions and activities, and (5)
supporting school-based
health initiatives. Other com-
mon practices include sup-
port for research and collabo-
rations with local health care
providers “involving benefits
that are not limited to your
enrollees.”

Noteworthy patterns emerge from exami-
nation of the four perspectives in Exhibit 1. Al-
though tax-exemption policy for health care
organizations has been largely derived from
the hospital context, it is still surprising that,
apart from broad-based health education,
community benefit activities derived from tax
policy (the legal-historical perspective) were
pursued by comparatively few HMOs in
1999.23 Because this perspective captures prac-
tices that have been articulated in legal con-
texts as benefiting the community, it is strik-
ing both that so few plans were active in these
areas and that so many plan activities have
been overlooked in the legal context.

Also striking is HMOs’ apparent commit-
ment to the healthy community perspective.
This perspective’s emphasis on social determi-
nants of health has been endorsed by the
World Health Organization and many aca-
demic researchers, but the U.S. health care sys-
tem has been accused of ignoring it.24 Yet a
large number of HMOs reported involvement
with school systems, shelters, and social ser-
vice agencies in activities associated with non-
medical determinants of community health.

The paucity of several forms of community

service is also noteworthy. Perhaps out of con-
cern for legal liability, HMOs seemed reluctant
to take actions that would benefit the commu-
nity after identifying “poor clinical practices
that are resulting in adverse patient out-
comes.” Fewer than 20 percent regularly re-
ported these observations to state agencies.25

Although 40 percent of respondents acknowl-
edged a responsibility to protect the health
care safety net, only a quarter of HMOs pro-
vided assistance to community health centers.

Finally, HMOs did not appear
willing to address the needs
of family caregivers by adapt-
ing utilization review criteria.

The breadth of community
benefit activity varied widely
among HMOs (data not
shown). Six percent engaged
in thirty or more forms of
community benefit, while 12
percent were involved in ten

or fewer. HMOs also varied markedly in their
commitment to particular versions of commu-
nity benefit.

� Depth of involvement. Spending per
enrollee is shown in Exhibit 3 for the seven
community benefit activities for which we
could measure resource commitment. Because
we could not determine which activities fell
within these programs, some HMOs’ spending
for the activities in the lower six rows may in-
clude expenditures shown in the top row. The
extent of this double counting is unknown, so
our estimates should be treated as upper
bounds on the true levels of spending on these
particular activities. On the other hand, spend-
ing for some forms of community benefit (such
as advocacy) is probably not included in any of
these measures.

Among the half-dozen specific activities,
research received the highest average level of
support (although only about half of HMOs
funded research from internal funds). Lesser
amounts were spent on the other purposes,
with most spending coming from HMOs
themselves, not their affiliated foundations.

Perhaps the most striking feature of Ex-
hibit 3 is the modesty of resources committed
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to community benefit activities. Even were
there no overlap between formal community
benefit programs and the six areas of spend-
ing, the average plan spent just $12 per enrollee
each year. To put this in context, the typical
annual premium per enrollee for employer-
sponsored health insurance in 1999 was just
over $2,000.26 Thus, the value of spending for
activities that we have measured was approxi-
mately 0.6 percent of HMOs’ revenues in 1999.
But even this modest spending adds up to siz-
able aggregate expenditures ($720 million
each year, based on roughly sixty million
Americans enrolled in HMOs in 1999). And,
we could not obtain data on resource commit-
ments for many community benefit activities.

Impact Of Plan And Community
Characteristics

� Plan characteristics. Plan characteris-
tics hypothesized to mediate provision of com-
munity benefits included ownership type, lo-
cal control, enrollment of Medicaid recipients,
and plan size and age. Comparing the level and
form of community benefits in terms of these
variables revealed several noteworthy pat-
terns.27 First, plan characteristics were rather
poor at predicting the depth of involvement, as
measured by spending per enrollee on the four
most extensive activities: the formal commu-
nity benefit program, research, donations to
community agencies, and subsidized premi-
ums. However, as expected, locally controlled

HMOs had higher community-oriented
spending: They spent five times more on for-
mal community benefit programs than did
HMOs that were subsidiaries of larger corpo-
rate entities. More surprisingly, smaller HMOs
had three times the level of community benefit
spending per enrollee, which suggests that
there may be diseconomies of scale in commu-
nity engagement.

Plan characteristics were strongly associ-
ated with breadth of community involvement,
and these relationships were more consis-
tently as hypothesized. Local control and non-
profit ownership were the two most consis-
tently important factors, being associated
with broader involvement under all four com-
munity benefit perspectives.28 Also, as antici-
pated, HMOs that enrolled Medicaid recipi-
ents tended to be more oriented to charitable
and redistributive activities and thus were
more engaged in the legal-historical and
healthy community forms of community bene-
fit.

� Community characteristics. Regard-
ing hypothesized community characteristics
that could influence HMOs’ community bene-
fit activities, three measures stood out in our
bivariate analyses: the influence of investors,
the influence of local business leaders, and the
existence of a community benefit reporting re-
quirement in the state. Indeed, these external
factors appear more closely related to the
depth of community benefits than any plan
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EXHIBIT 3
Measuring The Depth Of Resource Commitments To Community Benefit, 1999

Average annual spending per enrollee ($) Percent of plans
with some reported
spendingForm of community benefit By health plan By foundation

Formal community benefit program
Internally funded research
Community needs assessment
Grants to community agencies
Health education for community
Free treatment
Subsidized premiums

3.83
2.78
0.31
2.27
0.96
0.13
1.72

–a

0.02
–a

0.37
0.19
0.02
–a

75
50
33
70
70
3

19

SOURCE: Authors’ analysis of survey data.
a Not applicable.



characteristics were.29

Investors’ influence. Although HMOs report-
ing that investors were influential were signif-
icantly more likely than other HMOs to sup-
port research, in all other dimensions investor-
influenced HMOs were less likely to provide
community benefits, particularly in the mar-
ket failure and healthy community paradigms.
Strikingly, among for-profit HMOs, plans
whose executives reported strong investor in-
fluence were significantly less likely than
other for-profit HMOs to
provide several forms of com-
munity benefits.

Local business leaders’ influ-
ence. However, profit-oriented
influence does not appear an-
tagonistic to HMOs’ commu-
nity-focused initiatives under
all circumstances. The re-
ported level of influence of lo-
cal business leaders on
HMOs’ boards was the single
most consistent factor in pre-
d icting higher levels of
spending on community benefits. (An excep-
tion was plan-funded research.) Their influ-
ence was also associated with modestly
broader (but not statistically significant) ac-
tivity in all four community benefit paradigms.
Other sources of community influence on plan
policies—the local medical community and
community-based nonprofit agencies—were
not associated with significant variations in
community benefit activity (data not shown).

Reporting requirement. Although state require-
ments to report community benefit activity
were not consistently associated with higher
spending on community activities (only for
donations was there a statistically significant
relationship), HMOs in states with those re-
quirements reported broader activity in all
four forms of community benefit.30 This ap-
pears to be a product of the reporting require-
ments themselves and not of greater state
oversight per se. In states where HMOs re-
ported that regulators had strong influence, no
more activity was reported than in other
states.

Relative importance. To explore the relative
importance of these different influences, we
incorporated these variables as explanatory
factors in a set of regression models using plan
executives’ attitudes toward community in-
volvement and our breadth and depth mea-
sures as the dependent variables. Space con-
straints prevent our reporting the results in
detail here.31 The two factors that most consis-
tently predicted favorable attitudes toward
community benefit were a state reporting re-

quirement and the influence
of local business leaders on
the board. Regarding commu-
nity benefit spending, higher
spending was predicted by
local leaders’ influence, small
plan size, and operation in a
state with reporting require-
ments. But no single factor
was consistently associated
with significantly higher lev-
els of spending. Regression
results using our four mea-
sures of breadth of involve-

ment were more consistent. Nonprofit owner-
ship and location in a state with reporting
requirements were associated with greater ac-
tivity under all four perspectives. Medicaid
participation was associated with engagement
in the legal-historical and healthy community
perspectives. Influence by local business lead-
ers was again associated with greater activity
levels, again emphasizing those two perspec-
tives.

A Complex Picture
Our data reveal a complex picture of rela-

tionships between HMOs and communities in
1999. On the one hand, a sizable majority of
plan executives acknowledged responsibility
for community service. HMOs of all sizes,
ages, and forms of ownership engaged in com-
munity benefit activities. Substantial percent-
ages of HMOs engaged in one or more activi-
ties from al l four community benef it
paradigms. Even the most esoteric forms of
community engagement were found in at least
a handful of HMOs. On the other hand, the to-
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tal resources committed to community bene-
fits appear to have been modest. Nor was the
commitment to community engagement uni-
versal—a minority of HMOs acknowledged no
particular responsibility to the communities
they served. Among plans that did acknowl-
edge a community obligation, the expression
of that commitment varied widely and might
have reflected multiple motives—partially to
benefit disadvantaged residents, partially to
promote future plan growth.

� Caveats. Our findings and conclusions
need to be considered in light of some method-
ological caveats. Because this information
proved to be time-consuming to collect, we
could obtain data from only about a hundred
HMOs. Although we believe that our sample is
representative of the industry in urban areas,
its modest size might have led us to miss cer-
tain characteristics of HMOs or their environ-
ments that could have influenced community
engagement.32

A second concern is that the data were self-
reported. Respondents might have felt pres-
sure to overstate their activities. Conversely,
some activities might have gone unreported
because respondents were not aware of them.
The validity of the survey measures merits ex-
ploration in future research.

Third, we could obtain quantifiable mea-
sures of commitment for only a subset of the
forty-five measures in the survey. Thus, our es-
timates of spending on community benefit
(Exhibit 3) almost certainly underestimate the
resources that HMOs committed to their com-
munities in 1999. Conversely, some reported
activities may have been perfunctory or sym-
bolic.

Finally, the data were collected five years
ago in an industry that has been rapidly chang-
ing. Since most of these changes involve rela-
tionships between health plans and physicians
(for example, utilization review methods, fi-
nancial incentives) we do not expect them to
have affected plans’ connections to their com-
munities.

� Salient implications. Despite these
limitations, this study provides the first repre-
sentative portrait of HMOs’ community bene-

fit activities and a base upon which advocates
of greater community engagement can build.
In this regard, two implications merit further
discussion.

Need to encourage HMO–community connections.
First, the greatly expanded regulation of man-
aged care has focused almost exclusively on
HMOs’ relationships with individuals (con-
sumers and providers) and does little to en-
courage links between HMOs and communi-
ties. In our judgment, this focus is short-
sighted. Many of the most important determi-
nants of population health are unrelated to
clinical medicine. Although HMOs cannot be
responsible for remolding society in a healthier
image, nonetheless they can (and some do)
pursue initiatives that use social determinants
of health as starting points.

Our findings suggest that HMOs can do
more to address the health needs of their com-
munities. If HMOs’ spending on community
benefits rose from its current average to the
level of the plans in the upper 5 percent of the
spending distribution ($28 per year, on aver-
age), one would see an increase of 125 percent
in spending on community benefit activities
(in aggregate, more than $1 billion per year).
Plan performance from the two states with
community benefit reporting laws suggests
that these sorts of regulations are effective at
elevating community benefit activities among
plans’ priorities and in broadening the scope of
HMOs’ community benefit involvement.

If policymakers were to take more seriously
plans’ potential to affect the communities they
serve, they would also need to rethink the legal
concept of community benefit in the managed
care context. The conventional ways of mea-
suring community benefit—captured in our
study by the legal-historical perspective—are
simply too narrow. Of the eleven forms of com-
munity engagement that were reported by
more than half of HMOs, only one came from
the legal-historical perspective. Clearly a more
comprehensive view of community benefit un-
der managed care is needed.

Need to be aware of impact of HMO industry
changes. A second concern is that in ignoring
community benefit, policymakers have been
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insensitive to changes in the managed care in-
dustry that could undermine the current im-
petus to engage with communities. Our find-
ings suggest that an industry of locally
controlled, stable, nonprofit HMOs will per-
form differently in community benefit terms
than would an industry of HMOs operated by
for-profit corporations, with limited local au-
tonomy, strong pressures from investors, and
turbulent ownership. This latter scenario
combines several factors that our analyses have
shown to have independent negative conse-
quences for community involvement. Yet it
characterizes today’s managed care industry.

The growth of investor ownership was not
happenstance, nor some inevitable conse-
quence of an evolving industry. Rather, it was a
conscious public policy goal in the early 1980s,
and such policies are still being pursued, with
little awareness of their consequences.33 In our
assessment, these policies ought to be recon-
sidered, in light of their consequences for com-
munity health and well-being.

� A provisional bottom line. A skeptic
might wonder, “How much does this all matter
to the health of the average American?” In the
absence of evaluations of the effectiveness of
HMOs’ community activities, there can be no
concrete answer. But the issues that are ad-
dressed through HMOs’ initiatives are as con-
sequential as some issues that have been ag-
gressively addressed by states in regulating
HMOs.34

Also, although HMOs’ investments in com-
munity benefit activities in 1999 were quite
modest relative to their spending on medical
care, these investments came with very little
governmental encouragement. Were commu-
nity benefits to be embraced as an appropriate
focus of health policy, the scope of community
engagements and the resources HMOs devote
to them would likely grow. If more states
adopted policies that support community ben-
efit, HMOs’ community involvement would
likely be of greater consequence. Should this
happen, HMOs could more fully live up to
their name, not only for their enrollees but for
everyone in their communities.
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