MICHIGAN RETIREMENT AND
DISABILITY RESEARCH CENTER

UNIVERSITY OF MICHIGAN

Promoting research on retirement, disability, and Social Security policy

Estimating Racial Disparities in
Economic Outcomes: An Application
to Employer-sponsored Retiree Health
Insurance and Access to Care

Helen Levy®

Background

Economic outcomes such as income and health
insurance coverage are, on average, different for older
Black and white Americans. Interpreting these differences
is complicated because many other factors, such as
educational levels or marriage rates, also differ by race.
When we think about differences across groups defined by
race, should we adjust for these underlying differences in
other characteristics such as education and marriage, or
not?

What this project did
This project addressed this question in two ways.

First, the project reviewed how earlier studies of racial
differences in outcomes have taken account of factors like
education. Many of the earlier studies reviewed in the report
are from an economic perspective and focus on differences

in wages or earnings. In general, economic studies have
taken two different approaches to the question of whether

it makes sense to adjust for other factors. Some studies,
which are focused on the question “Are employers treating
otherwise similar employees who differ only in their race
differently?,” tend to adjust for many other factors in order to
satisfy the “otherwise similar” requirement. Other studies,
which are focused on the broader question of how the
overall economic well-being of Black Americans compares
to that of white Americans, do not adjust for as many
factors, although these studies invariably discuss the role
of education in determining economic outcomes. The report
also discusses studies focusing not on economics but on
health disparities, where there has also been discussion

of the distinction between differences and disparities in
outcomes across groups defined by race. Some experts
have proposed defining disparities as differences that do
not result from an individual’s needs or choices, but rather
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result from the operation of the health care system or from
discrimination.

Second, the report analyzed data on Black and
white retirees 65 and older in order to understand how
different choices about adjusting for other characteristics
affect measured differences across racial groups. The
two outcomes examined in the report are retiree health
insurance from an employer, as a supplement to Medicare,
and cost-related problems with access to medical care.
Data on health insurance come from the Current Population
Survey, conducted by the U.S. Census Bureau, while data
on access to care come from the National Health Interview
Survey, conducted by the U.S. Department of Health and
Human Services. The analysis of retiree health insurance
shows that, overall, whites are significantly more likely
than Black retirees to have such coverage, and that this is
true whether or not education, marital status, exact age,
and gender are taken into account. However, the reasons
underlying the Black-white difference are quite different
for men and for women. White women and Black women
are about equally like to have retiree coverage in their own
name, but white women are more likely than Black women
to have this coverage as a dependent on their spouse’s
plan. In contrast, among men, white men are more likely
than Black men to have coverage in their own name, but

white men and Black men are about equally likely to have
dependent coverage. The net result is higher rates of overall
coverage among white men and women compared with
Black men and women; but for slightly different reasons.
Taking into account factors other than gender — education,
marital status, and exact age — has some effect on the
estimates but does not fundamentally change the story.
Thus, the analysis of health insurance coverage suggests
that it is important to consider gender when calculating racial
differences in outcomes. The analysis of access to care,

on the other hand, shows that Black retirees have more
difficulties with access to medical care than white retirees no
matter how you slice the data.

What'’s the bottom line?

Researchers estimating differences in outcomes across
racial groups should consider carefully what other factors
their analysis should incorporate and how the numbers that
they estimate should be interpreted. Estimates of racial
differences may either overstate or understate the causal
influence of discrimination or of race itself, depending on
what other factors have been taken into account. Gender
appears to be a particularly important factor to consider,
because race and gender interact in ways that are complex.
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