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Background
Traditional Medicare imposes significant cost-sharing 

on beneficiaries, who must pay for noncovered services, 
such as dental care as well as coinsurance and deductibles. 
Most but not all beneficiaries obtain supplemental insurance 
through Medigap, Medicare Advantage, Medicaid, or 
employer-sponsored retiree coverage. These different 
coverage types may vary in how well they protect against 
the risk of high spending. This study analyzes how the 
level and dispersion of out-of-pocket spending for medical 
care and health insurance vary for age-eligible Medicare 
beneficiaries with different types of supplemental coverage.

Methods
The analysis uses data from the Health and Retirement 

Study for the years 2002 through 2016, which has data 
on insurance coverage and out-of-pocket spending from 
approximately 20,000 age-eligible Medicare beneficiaries. 

Results
The study finds that supplemental health insurance for 

Medicare beneficiaries 65 and older changed substantially 
between 2002 and 2016. Fewer beneficiaries have 
employer-sponsored coverage or Medigap, and more 
have Medicare Advantage. More also have no source 
of supplemental coverage for doctor and hospital bills, 
although many of these do have Medicare Part D, which 
covers prescription drugs. The results also show that 
median out-of-pocket medical care spending depends on 
what type of supplemental coverage beneficiaries have. 
Median out-of-pocket spending on medical care is lowest for 
beneficiaries with Medicaid coverage and highest for those 
with Medigap or Part D only. Those with no supplemental 
coverage, employer-sponsored coverage, or Medicare 
Advantage are somewhere in between. These gradients 
by coverage type have been largely stable over time. 
Another important result: The dispersion of out-of-pocket 
medical spending is highest for those with no supplemental 
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coverage. Dispersion is measured in two different ways, 
both of which support the same conclusion: (1) The ratio of 
the 90th percentile to the 50th percentile of the distribution 
of observed spending, and (2) the distribution’s standard 
deviation. Finally, beneficiaries with supplemental coverage 
face less risk but pay more in premiums. Beneficiaries with 
any supplemental coverage type are less likely than those 

with no supplemental coverage to spend more than 10% 
of their household income on out-of-pocket medical care 
spending. On the other hand, any type of coverage except 
for Medicaid increases the share who spend more than 
10% of their income on medical care plus health insurance 
premiums. v

Michigan Retirement and Disability Research Center 
Institute for Social Research 

426 Thompson Street, Room 3026 
Ann Arbor, MI 48104-2321 

Phone: (734) 615-0422  Fax: (734) 615-2180  
mrdrcumich@umich.edu  www.mrdrc.isr.umich.edu

Sponsor information: The research reported herein 
was performed pursuant to grant RDR18000002 from 
the U.S. Social Security Administration (SSA) through 
the Michigan Retirement and Disability Research Center 
(MRDRC). The findings and conclusions expressed are 

solely those of the author(s) and do not represent the 
views of SSA, any agency of the federal government, or 
the MRDRC.

Regents of the University of Michigan:  
Jordan B. Acker, Huntington Woods; Michael J. Behm, 
Grand Blanc; Mark J. Bernstein, Ann Arbor; Paul W. 
Brown, Ann Arbor; Sarah Hubbard, Okemos; Denise 
Ilitch, Bingham Farms; Ron Weiser, Ann Arbor; Katherine 
E. White, Ann Arbor; Mark S. Schlissel, ex officio

mailto:mrdrcumich%40umich.edu?subject=Research%20brief
https://mrdrc.isr.umich.edu/

