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INTRODUCTION

Medicare reimburses about one-half of
the health care goods and services used by
the eligible population (Laschober and
Olin, 1996). Medicare beneficiaries usually
find it desirable to hold supplementary
health insurance to cover the cost sharing
and services that Medicare does not cover.
A previous report described the distribu-
tion of supplementary insurance in 1991,
the first vear the Medicare Current
Beneficiary Survey (MCBS) was in the
field (Chulis et al, 1993). That report
focused on the elderly population living in
the community who received care in the
fee-for-service sector.

The distribution of supplementary insur-
ance has been changing rapidly in recent
years in response to increased managed
care options under Medicare, additional
legislated ways to qualify under Medicaid,
a lessening in support from employers
toward retirement benefits, and increasing
costs of individually purchased medigap
policies. This report brings the supplemen-
tary insurance distribution up to date
through 1996, and analyzes gains and loss-
es in the insurance shares from 1992-96,
Expanding on earlier reports, the entire
Medicare population (aged, disabled, liv-
ing in the community, living in institutions)
is included, We present more detailed cate-
gories than previous reports, including
breakouts of qualified Medicare beneficia-
ries (QMBs) and special low income
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Medicare beneficiaries (SLMBs) under
Medicaid. The report also shows separate
distributions of supplementary insurance
for persons in the fee-for-service and man-
aged care sectors.

The earlier report used the MCBS
Access to Care file which (of necessity)
included only people continuously enrolled
in Medicare for the entire year. Persons
who began their Medicare coverage dur-

_ ing the year, or who died during the year,

were not included in that report. The data
in this report are from the 1992 MCBS
Cost and Use file and the 1996 Access to
Care file, which has been adjusted to
reflect the 1996 ever-enrolled population.
Thus the data for both years includes all
Medicare beneficiaries enrolled at any
time in those years. To the degree that
changes in the supplementary insurance
distribution are being spearheaded by
newer enrollees migrating toward the
newer forms of insurance while the older
beneficiaries (who die at higher rates) are
leaving the more traditional forms of insur-
ance, including these groups adds more
than just cosmetic value, (For a description
of the MCBS design and methods, see
Adler, 1994).

1996 DISTRIBUTION OVERVIEW

Over 87 percent of the Medicare popula-
tion receive their care in the fee-for-service
sector, and 13 percent are enrolled in
Medicare managed care plans (Table 1 and
Figure 1). Over 19 percent of the Medicare
population have no supplementary insur-
ance. However, there is a large difference
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Table 1
Distribution of Supplementary Health Insurance for the Medicare Population: 1996

All Enrollees Fee-For-Service Managed Care
Percent Percent Percent Percent

Type of Insurarce Numnber Percent  Numbsr of Total of FFS Nurnber of Tota! of MC
Total 39,385.1 1000 344015 $7.3 100.0 49836 127 100.0
Medicare Only 7.609.0 19.3 4,462.3 13 13.0 31467 8.0 63.1
Individual Medigap 11,180.4 284 10,3178 26.2 30.0 862.6 2.2 17.3
Employer-Sponsored 11,7683 299 112718 28.6 azs 436.5 1.3 10.0
Both Private Types 1,667.9 4.2 1,583.3 4.0 4.6 84.6" 0.2 1.7
Medicaid, Total 6,494.1 16.5 6,207.8 15.8 18.0 206.3 0.7 57

Full Coverage 3,268.6 8.3 3,147.1 8.0 4.1 121.4 0.3 24

GMBs 2,925.7 7.4 27937 74 8.1 132.0 0.3 2.6

SLMBs 299.9 0.8 267.0 0.7 . 0.8 32.9' 0.1 0.7

Other 665.4 1.7 558.5 14 1.6 106.9 0.3 2.1

! Numbers shown are included for completeness, but are consideraed too small to be reliable because they are based on weighted counts of less

than 100,000 (approximately 50 cases).

NOTES: FFS is tes-for-service. MC is managed care. QMBs are qualified Medicare Beneficiaries. 8LMBs are Special Low-income Medicare
Bensficiaries. Percent columns will add to more than tolal line because persons with Meadicaid are shown twice, in Medicaid Total and in
Medicaid Subcategories - Full Covarage, QMBs, SLMBs. Weightad counts betwean 100,000 and 200,000 should be interpreted caretulty

because they have ralatively high statistical vatiances,
SQURCE: 1996 Medicare Current Beneficiary Survay.

between the fee-for-service sector, where
13 percent have no supplement, and the
managed care sector, where 63 percent
have no supplement, One of the main attrac-
tions of managed care is that many plans
offer lower cost-sharing and services in
addition to the traditional Medicare benefit
package. The extra henefits offered in 1996
appear to have been generous enough that
almost two-thirds of those enrolled in man-
aged care plans no longer felt it necessary
to hold supplementary insurance.,

Adding together the private insurance
categories (individual medigap, employer-
sponsored, both), 63 percent of the
Medicare population had private supple-
mentary insurance in 1996. Again, however,
there is a large difference between the fee-
for-service sector, where 67 percent held
private plans, and the managed care sector,
where only 29 percent held private supple-
ments. The largest difference was for
employer-sponsored insurance, where 37
percent of fee-for-service persons held
policies, compared with only 12 percent
of managed care persons (adding employ-
er-sponsored and both). This difference
may reflect the recent trend by employers

to stop offering supplementary policies to
retirees that wrap around Medicare fee-
for-service coverage, and instead encour-
aging their former employees to enroll in
Medicare health mainienance organizations
(HMOs) (McArdle and Yamamoto, 1997).

In 1996, persons dually eligible for
Medicare and Medicaid were nearly 17
percent of the total Medicare population,
This included 8 percent entitled to full
Medicaid benefits, 7 percent entitled
under the Qualified Medicare Beneficiary
(QMB) program where they are exempt
from Medicare premiums and cost sharing,
and 1 percent entitled under the Special
Low Income Medicare Beneficiary
(SLMB) program who are exempt from
Medicare premiums only, Persons dually
eligible to Medicare and Medicaid were
more heavily represented in the fee-for-
service sector (18 percent} than in man-
aged care (6 percent). In fact, only 1
percent of dually eligible Medicare bene-
ficiaries were enrolled in managed care in
1996. (Note: Under Medicare regulations,
States are not allowed to compel dually
eligible beneficiaries to join Medicare
HMOs.)
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Figure 1
Secondary Health Insurance Distribution of the Medicare Population in 1996
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SOURCE: 1996 Medicare Current Beneficiary Survey.

The next two sections examine the changes
in insurance distributions in fee-for-service
and managed care, respectively, from 199296,

FEE-FOR-SERVICE INSURANCE
TRENDS: 1992-96

The total Medicare population increased
just over 7 percent from 1992-96 (Table 2
and Figure 2). At the same time, the share
of Medicare enrollees in the fee-for-service
sector declined 6 percent from 94 percent in
1992 to 87 percent in 1996. The net result of
these nearly offsetting effects was that
there were 34.4 million beneficiaries in the
fee-for-service sector in both 1992 and 1996.
There was a 2-percent increase in share of

fee-for-service persons with no supplemen-
tary insurance from 1992 (11 percent)
through 1996 (13 percent), an increase of
over 610,000 persons. Since Medicare
enrollees were being drawn from fee-for-
service to managed care in this period, this
suggests that the managed care gains came
from those with some supplementary insur-
ance, not those with Medicare only.

The largest decreases in the fee-for-ser-
vice sector from 1992-96 came from the pri-
vate supplementary insurance categories.
Specifically, there were over 1 million
fewer persons with individual medigap-gap
insurance (359,000), employer-sponsored
insurance (371,000}, or both individual and
employer-sponsored insurance (311,000),
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Table 2

Changes Between 1992 and 1996 in Medicare Fee-for-Service and
Managed Care Supplementary Insurance Distributions

1992 1996 Difference

Number in Percent Number in Percent Number in Percent
Type of Insurance Thousands Share Thousands Share Thousands Change
Total Medicare 36,786.5 - 39,385.1 - 2,598.6 7.1
Fee-for-Service
Total 34,4224 100.0 344015 100.0 -20.9 -0.1
Medicare Only 3,851.6 1.2 4462.3 13.0 610.7 15.9
Individual Medigap 10,6763 31.0 10,317.8 30.0 -358.5 -3.4
Employer-Sponsored 11,642.4 33.8 11,271.8 32.8 -370.6 -3.2
Both Private Typas 1,894.4 55 1,683.3 4.6 3114 -16.4
Medicaid, Total 5,843.8 7.0 $,207.8 18.0 364.0 6.2
Other £13.9 1.5 558.5 1.6 44.6 8.7
Managed Care
Total 2,362.1 100.0 4,983.6 100.0 26215 111.0
Medicare Only 1,609.8 68.1 3,148.7 63.1 1,536.9 95.5
Individual Madigap 196.5 8.3 862.6 17.3 666.1 338.9
Employer-Sponsored 321.7 13.6 496.5 10.0 174.8 54.4
Both Private Types 122 0.5 84.6 1.7 72.4 £94.2¢
Medicaid, Total 142.4 6.0 2086.3 57 143.9 1011
Other 79.5 3.4 106.9 24 27.3 34.4

‘Numbers shown are inchided for completeness, but are considered too small to be reliable because they are based on weighted counts of less than

100,000 {approximately 50 cases).

NOTE: Weighted counts betwesn 100,000 and 200,000 shoulkd be interpreted carefully because they have relatively high statistical variancas.

SOURCE: 1992 and 1998 Madicare Current Bensficiary Survey.

in 1996. This suggests that persons hold-
ing private health insurance were the
insurance group most attracted to
Medicare’s managed care program during
that 4-year period. The share of persons in
the fee-for-service sector with individual
medigap insurance declined from 31 per-
cent to 30 percent, the share with employ-
er- sponsored insurance declined from 34
percent to 33 percent, and the share with
both declined from 6 percent to 5 percent.

The number of fee-for-service persons
dually eligible for Medicare and Medicaid
increased by 364,000 persons from 1992-
96, and the share increased from 17 per-
cent to 18 percent. This increase is not
reflected in the overall Medicaid share,
which stayed constant at 16 percent;
rather, it is an artifact of the small number
of dually eligible persons enrolled in
Medicare managed care plans.

MANAGED CARE INSURANCE
TRENDS: 1992-96

The number of persons enrolled in
Medicare managed care plans more than
doubled from 1992 (2.3 million) to 1996
(5.0 million). The largest increase, 1.5 mil-
lion persons, was for persons who have no
supplementary insurance in addition to
Medicare, It appears that the more gener-
ous cost sharing and expanded benefits
offered by Medicare HMOs allowed many
persons who previously carried private
supplemental insurance to drop that cover-
age when they switched from the fee-for-
service sector to managed care. Even
though the Medicare-only category
showed the largest increase in absolute
number terms, its rate of increase (96 per-
cent) was among the slowest, As a resuit,
the share of managed care persons with
Medicare-only dropped from 68 percent in
1992 to 63 percent in 1996.
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Figure 2

Comparison of the Secondary Health Insurance Distribution of the Medicare Fee-For-Service
Population: 1992 and 1996

NOTE: PHI is private health insurance
SOURCE: 1996 Medicare Current Beneficiary Survey.
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insurance increased from 8 percent in 1992
to 17 percent in 1996, This implies that many
persons who join managed care organiza-
tions continue to hold their individually pur-
chased private policies; however, sometimes
the reported individual insurance consists of
additional HMO premiums the Medicare
beneficiary pays to obtain coverage for ser-
vices not covered by the Medicare HMO pre-
mium. The picture is different for persons
with employer-sponsored insurance, where
the share of Medicare managed care
enrollees reporting employer-sponsored
insurance decreased from 14 percent in 1992
to 10 percent in 1996. This decrease is puz-
zling in light of the recent reports that
employers are encouraging their retirees

to join Medicare HMOs to decrease their
financial liability.

The number of Medicare managed care
persons who are dually entitled to Medicaid
increased at about the same rate (101 per-
cent) from 1992-96 as the entire managed
care population (111 percent). While nearly
144,000 additional dual eligibles (net)
joined Medicare managed care organiza-
tions in that period, the share of dual eligi-
bles stayed about the same, near 6 percent.
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