1 Supplementary Text:

We acknowledge that there are some limitations in our study. First, we used self-reported
height and weight from survey data, which tend to underestimate actual body weight. Sec-
ond, we used data collected from the early 1990s to 2001, the majority of the elderly in
our sample were born in 1920s and 1930s. The demographic features and biological char-
acteristics of these two birth cohorts are quite different from the later birth cohorts. Most
importantly, the prevalence of obesity is increasing in younger generations (Must et al. 1999;
Ogden et al. 2006; Parikh et al. 2007). The continuing increase in obesity epidemic is likely
to add much more excess cost. Third, because of data limitations, we did not estimate
the influence of supplemental insurance coverage on healthcare expenditures, especially pre-
scription drug coverage. One of the most significant policy changes in recent years is the
expansion of Medicare to include prescription drug coverage (Medicare Part D). Medicare
Part D will very likely lead to an increase in access and utilization of prescription drugs,
and improve average longevity among the elderly (Yang, Gilleskie, and Norton 2004). The
overweight and obese elderly could benefit more than normal-weight elderly on the margin
because of their higher need for prescription drugs due to the high prevalence of chronic
diseases. Therefore, when projecting the financial burdens of body weight among the elderly
population, future research should include the impact of Medicare Part D.
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Table A4: Coeflicients of BMI Transition Equation

Variable Coefficients

Weight at the Beginning of a Year

BMI 0.961**
(0.010)
BMI Square/100* —0.044**
(0.018)
Functional Status at the Beginning of a Year
Moderately Disabled -0.024
(0.017)
Severely Disabled —0.008**
(0.024)
Major Medical Care Events During a Year
Heart /Stroke —0.049**
(0.020)
Respiratory —0.069**
(0.036)
Cancer ~0.152%*
(0.041)
Existing Chronic Conditions
Heart/Stroke -0.018
(0.016)
Respiratory -0.010
(0.022)
Cancer 0.018
(0.019)
Diabetes 0.072%*
(0.019)
Note:

Additional independent variables include demographic features
and other exogenous variables that help the identification
Standard errors are in parentheses. **indicates joint significance at the 5% level; * 10% level.

a: Square of BMI is scaled down to 1/100 of its original value for the convenience of estimation



