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AHEAD Sample

Born before 1924.

First interviewed in 1993, so all respondents were at least 70 years old at the time of
their first interview.

Initial sample size # 8,335.
Sample size for the study # 6,619 (dead members of the AHEAD cohort)

After respondents die, there is an exit interview, most likely with the surviving spouse
or children.

The long panel allows to calculate the actual cumulative medical expenses incurred,
as opposed to future projections based on various factors as done in most studies.
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Out-of-Pocket (OOP) Medical Expenses

The following items are captured in OOP Medical Expenses

Hospital Stays

Nursing Home Stays
Outpatient Surgery

Doctor Visits

Dental Services
Prescription Drugs

Home Health Care

Other Health Services
Hospice (exit interview only)

Note: Health Insurance expenses, and over-the-counter medicine expenses are NOT included.
Adjustment for Medical Inflation

Medical inflation adjustment done using Consumer Price Index for All Urban Consumers (1982-
1984=100), Medical Care, Table: CPIMEDSL, Federal Reserve Bank of St. Louis
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Takeaways

For majority of people, out-of-pocket (OOP) medical expenses are moderate. But it
could be very high for some.

Q Died at 95 or later: the cumulative median was $27,000 but the 90t percentile was $172,000.
QO Median annual expenses were nearly $2,000. But the 95" percentile for annual expenses was about $19,000.

Nursing home expenses are the biggest contributor behind the highly skewed right tail
of the distribution of OOP medical expenses .

O Died 95 or later: Without nursing home expenses, the 90 percentile of the cumulative distribution dropped from
$172,000 to $96,000.

Not everyone who enters a nursing home incurs an OOP nursing home expense.

U Nearly 46 percent of retirees reported having an overnight nursing home stay after age 70, but only 23 percent
reported out-of-pocket expenses for a nursing home stay.

Longer life also means higher probability of entering a nursing home.

U While 15.3 percent of those who died between the ages of 70 and 74 reported an overnight nursing home stay,
that number went up to 61 percent for those who died at or after the age of 95.
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Takeaways (continued)

Majority of people did not have any nursing home expense. But it could be very large

for some.
Irrespective of age of death median nursing home expenses were zero.
But the 90t and 95! percentiles of nursing home expenses were $87,000 and $175,000 respectively.
Conditional on a nursing home entry, the 90" and 95" percentiles went up to $182,000 and $266,000
respectively.

Women are much more likely to enter a nursing home than men.
U 38 percent of men and 51 percent of women reported a nursing home stay after age 70.

« Women are also more likely to spend more on nursing home care than men.
O Died 95 or later: 90" percentile for nursing home expenses were $77,000 and $99,000 for men and women
respectively.
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Figure 1
Distribution of Cumulative Total Out-of-Pocket Medical Expenses (in 20158,
adjusted for Medical Inflation) After Age 70, by Age of Death
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Median Mean 90th Percentile 95th Percentile
m70-74 $4,385 $13,618 $40,746 $55,153
m75-79 $6,205 $19,202 $48,087 $72,364
m 80-84 $11,608 $28,169 $73,374 $105,822
m 85-89 $17,541 $39,643 $94,621 $158,325
m90-94 $25,491 $52,920 $135,414 $194,667
=95+ $27,382 $66,806 $171,979 $269,293

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS).
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Figure 2
Distribution of Cumulative Total Out-of-Pocket Medical Expenses (in 20158,
adjusted for Medical Inflation) After Age 70, Without Out-of-Pocket Nursing
Home Expenses, by Age of Death
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Median Mean 90th Percentile 95th Percentile
m70-74 $3,604 $12,012 $37,902 $50,936
m75-79 $5,800 $16,007 $40,086 $60,667
m 80-84 $10,224 $22,606 $55,517 $90,915
m 85-89 $13,475 $29,005 $66,751 $101,539
m90-94 $19,825 $33,351 $81,579 $117,473
m 95+ $18,896 $38,569 $95,784 $153,519

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS).
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Figure 3
Percentage of Retirees With and Without an Overnight Nursing Home Stay
After Age 70 Until Death

NH Entry after age 70 No NH Entry after age 70

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS).
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Figure 4
Percentage of Retirees With or Without a Non-Zero Out-of-Pocket Nursing
Home Expense After Age 70 Until Death

OOP NH Exp after age 70 >0 OOP NH Exp after age 70 =0

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS).

ebri.org

Employee Benefit
Research Institute

© Employee Benefit Research Institute 2017



Figure 5
Percentage of Retirees With and Without an Overnight Nursing Home Stay
After Age 70 Until Death, By Gender

Male

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS).
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Figure 6
Percentage of Retirees With a Non-Zero Out-of-Pocket Nursing Home Expense
After Age 70 Until Death, By Gender

Male Female

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS).
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Figure 7
Distribution of Cumulative Total Out-of-Pocket Nursing Home Expenses (in
20159, adjusted for Medical Inflation) After Age 70, by Age of Death, NOT
Conditional on Nursing Home Entry
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Median Mean 90th Percentile 95th Percentile
m70-74 $- $1,605 $- $2,797
m75-79 - $3,181 $1,783 $15,042

80-84 - $5,491 $8,778 $26,971
m 85-89 - $10,606 $22,989 $65,214
= 90-94 - $19,569 $61,931 $113,370

95+ - $27,839 $87,287 $175,216

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS).
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Figure 8
Distribution of Cumulative Total Out-of-Pocket Nursing Home Expenses (in
2015%, adjusted for Medical Inflation) After Age 70, by Gender and Age of
Death, NOT Conditional on Nursing Home Entry
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d Female Male Female Male Female Male Female
Median Mean 90th Percentile 95th Percentile

m70-74 - - $2,693 $856 $- $148 $5,871 $2,797
m75-79 - - $2,433 $3,845 $1,014 $3,046 $10,135 $15,208

80-84 - - $4,472 $6,346 $3,600 $13,509 $15,040 $36,900
m85-89 - - $4,891 $14,130 $10,585 $35,660 $28,536 $84,150
=90-94 - - $15,364 $22,159 $55,724 $66,451 $102,555 $122,869

95+ - - $18,744 $30,941 $76,949 $99,360 $119,844 $181,267

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS).
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Figure 9
Distribution of Cumulative Total Out-of-Pocket Nursing Home Expenses (in
2015%, adjusted for Medical Inflation) After Age 70, by Age of Death,
Conditional on Nursing Home Entry
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Median Mean 90th Percentile 95th Percentile
m70-74 $3,244 $16,133 $42,340 $84,002
m75-79 $5,310 $20,648 $47,600 $92,250
= 80-84 $8,069 $26,790 $72,048 $104,204
m85-89 $11,891 $39,870 $111,897 $175,341
m90-94 $18,028 $54,627 $141,118 $205,362
m o5+ $21,841 $70,054 $181,542 $265,756

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS).
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Possible Underestimation of the Cumulative Out-of-
Pocket Medical Expenses

The aim of the study is to calculate the cumulative OOP medical expenses after age 70. But the
numbers shown until now may not capture all OOP medical expenses incurred after age 70 for
some members of the sample.

Reason: For those members who were above 70 years old when first included in the survey, the
expenses incurred between ages 70 and when they were included in the survey are missing.

The problem: For someone included in the survey at age 75, who died say at age 79, the numbers
capture OOP expenses over a 5-year period, but is interpreted as OOP expenses over a 10-year
period.

Solution: Calculate Average Annual OOP Medical Expenses for the years they were present in the
survey.

Note: This is not a significant issue for nursing home expenses as most of those expenses occur
towards the end of life when they were already in the survey.
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Figure 10
Distribution of Average Annual Out-of-Pocket Medical Expenses (in 2015$,
adjusted for Medical Inflation) After Age 70 until Death, by Age of Death
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70-74 75-79 80-84 85-89 90-94 All
= Median $1,536 $1,521 $1,895 $2,004 $2,275 $2,353 $2,012
® Mean $4,722 $3,998 $3,968 $4,651 $5,222 $6,500 $4,786
m 90th Percentile $10,187 $9,174 $9,196 $10,586 $11,897 $18,302 $11,047
m 95th Percentile $21,849 $17,683 $16,370 $16,961 $18,909 $29,530 $19,103

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS).
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Figure 11
Distribution of Average Annual Out-of-Pocket Medical Expenses (in 2015%,
adjusted for Medical Inflation) Without Nursing Home Expenses After Age 70
until Death, by Age of Death
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70-74 75-79 80-84 85-89 90-94 95+
= Median $1,366 $1,380 $1,587 $1,661 $1,698 $1,571 $1,607
m Mean $3,811 $3,187 $3,168 $3,364 $3,215 $3,666 $3,319
m 90th Percentile $9,423 $7,593 $7,276 $7,040 $7,087 $8,287 $7,357
m 95th Percentile $17,269 $14,039 $11,738 $11,958 $11,166 $15,404 $12,185

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS).
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Appendix
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Issues in Separating Out Nursing Home Expenses

The 1993 (first) interviews asked separately about out-of-pocket nursing home
expenses.

But all the surveys (both core and exit surveys) between 1995 and 2000 asked about
the combined out-of-pocket expenses of hospital stays and nursing home stays.

Fortunately, the survey also asked, separately, if people had overnight hospital stays
and overnight nursing home stays.

Also, information is available on whether the hospital stays and nursing home stays
were fully/partially/not at all covered by insurance.

All these information and an imputation method is used to calculated the nursing home
expenses.
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Calculating Nursing Home Expenses for 1995 — 2000

Surveys

No Expenses

Nursing Home
Stay

Nursing Home
Insurance
Coverage

Hospital Stay

Full Coverage
Hospital Insurance
Coverage

Partial / No Nursing Home
Coverage Stay

<

Full Coverage

Partial / No
Coverage

No Expenses

All reported

to Nursing Home

Full Coverage

Nursing Home
Insurance
Coverage
Partial/No
Coverage
All reported

to Hospital Stay

All reported
L e XPENSES assigned
to Hospital Stay

Hospital and NH
expenses are
IMPUTED
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Nursing Home Expense Imputations

For those who had both overnight hospital and nursing home stays
and report that both types of stays were either partially covered or
not covered at all by insurance, Nursing Home expenses are
calculated as follows

« Step 1: Data from 2002 to 2014 was used to calculate the age and gender
specific shares of nursing home expenses in combined hospital and nursing home
expenses.

Step 2: These shares were used to impute the nursing home expenses for the
years 1995 to 2000.
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