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ABSTRACT: Analysis of the 2007 Commonwealth Fund Biennial Health Insurance Survey
finds that an increasing number of adults struggle to pay their medical bills and accumulate
medical debt. Forty-one percent of working-age adults, or an estimated 72 million people,
reported they had a problem paying medical bills or had accrued medical debt, up from 34
percent, or 58 million adults, in 2005. All income groups reported an increase; families
with low or moderate incomes were particularly hard hit, as were adults who had gaps in
health coverage or who were underinsured. Because of medical bills or accumulated
medical debt, an estimated 28 million adults reported they used up all of their savings, 21
million incurred large credit card debt, and another 21 million were unable to pay for basic
necessities. Sixty-one percent of those with medical debt or bill problems were insured at
the time care was provided.
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OVERVIEW

As health care costs continue to rise and adequate health insurance becomes
increasingly unaffordable, many families across the United States are having
problems paying for their medical care.! High out-of-pocket health spending and
sluggish growth in real incomes are contributing to the rise of medical debt? and
personal bankruptcies, forcing many families to make hard choices among life’s
necessities. All too often, health insurance and health care are sacrificed along
the way.?

Drawing from The Commonwealth Fund 2005 and 2007 Biennial Health
Insurance Surveys, this study estimates the prevalence and recent growth of
medical bill problems and accrued medical debt among nonelderly U.S. adults
(ages 19 to 64).* Our analysis finds that in 2007, 41 percent of this population—
an estimated 72 million people—had problems with payment of medical bills,
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accrued debt, or both. This represents a significant
increase since 2005.

While families with low or moderate incomes
were particularly hard hit, all income groups were
affected. And while rates of medical bill problems and
debt are highest among the uninsured, people with
coverage hardly go unscathed. In fact, about 60 per-
cent of adults who had coverage all year but were
“underinsured”—that is, their out-of-pocket medical
expenses or deductibles were high relative to their
income>—reported medical bill problems, more than
double the rate for those who had adequate coverage
all year (26%).

Notably, adults age 65 or older were far less
likely than working-age adults to report medical bill
problems or debt (Table 1). Only 19 percent of
seniors—half the rate for people under 65 (41%)—reported
any medical bill problems or debt. Nearly all seniors
have Medicare, which, combined with supplemental
private coverage or Medicaid (for those with low
income), provides substantial financial protection.

Overall, an estimated 79 million people over the
age of 18, including 7 million elderly adults and 72
million adults ages 19 to 64, reported medical bill
problems or accumulated medical debt. Given the link
between being uninsured or underinsured and having
financial problems related to medical bills, the remain-
der of this issue brief focuses on the 19-to-64 age
group, the segment of the population that has been
most affected by gaps in coverage and high levels of
cost-sharing.

UNAFFORDABLE MEDICAL BILLS

Over the last two years, U.S. adults have become
increasingly hard-pressed to pay their medical bills.
The survey asked respondents whether they had expe-
rienced problems with medical bills over the past year,
including if there were times when they had difficulty
paying bills or were unable to pay them, whether they
had been contacted by a collection agency concerning
outstanding medical bills, or whether they had to
change their lives significantly to pay their bills. The
survey also asked respondents whether they were pay-
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ing off medical debt over time. In 2007, more than two
of five (41%) adults ages 19 to 64, or 72 million peo-
ple, reported any one of those problems—up from 34
percent in 2005 (Figure 1). This increase occurred
across all income groups but was sharpest for families
with low or moderate incomes: more than half of adults
with incomes below $40,000 reported problems with
their medical bills in 2007.

Over the two-year period, people experienced
increases in all the types of bill payment problems that
were examined. In 2007, 27 percent of adults said they
had problems paying or were unable to pay their bills,
up from 23 percent in 2005, and 18 percent said they
had to change their way of life in order to pay their
bills, up from 14 percent in 2005. In 2007, 16 percent
also reported they had been contacted by a collection
agency about bills that had not been paid, compared
with 13 percent in 2005 (Figure 2).6

Figure 1. Problems with Medical Bills or
Accrued Medical Debt Increased, 2005-2007

Percent of adults ages 19-64 with medical bill

problems or accrued medical debt 02005 =2007
751
50
25 A
0 4
Total Low Moderate Middle High
income income income income

Note: Income refers to annual income. In 2005 and 2007, low income is <$20,000,
moderate income is $20,000-$39,999, middle income is $40,000-$59,999, and high
income is $60,000 or more.

Source: The Commonwealth Fund Biennial Health Insurance Surveys (2005 and 2007).

MEDICAL DEBT: A GROWING PROBLEM
Between 2005 and 2007, the share of adults who said
that they were paying off medical bills over time rose
significantly. Twenty-eight percent of adults, or 49
million people, said they were paying off medical debt
in 2007, up from 21 percent, or 37 million, in 2005
(Figure 2). As a result, an estimated 12 million more
working-age adults were grappling with medical debt
in 2007 than in 2005.
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Figure 2. Medical Bill Problems and
Accrued Medical Debt, 2005-2007
Percent of adults ages 19-64
2005 2007
In the past 12 months:
Had problems paying or unable to pay 23% 27%
medical bills 39.4 million 48.2 million
Contacted by collection agency for 13% 16%
unpaid medical bills 22.2 million  27.7 million
. . 14% 18%
Had to change way of life to pay bills 235 million  31.7 million
; 28% 33%
Any of the above bill problems 47.7 million 59.0 million
o . 21% 28%
Medical bills being paid off over time 36.7million  48.9 million
. . 34% 41%
Any bill problems or medical debt 57.8 million 72.1 million
Source: The Commonwealth Fund Biennial Health Insurance Surveys (2005 and 2007).

Many individuals who are paying off their med-
ical bills over time carry substantial debt loads. One-
quarter (24%) of adults who were paying off medical
bills reported that they were carrying more than $4,000
in debt, and 12 percent had $8,000 or more (Figure 3).
Adults who were uninsured for any time during the
year had the highest debt loads: more than one-third
(34%) of those who were uninsured at the time of the
survey and one-quarter (24%) of those who were unin-
sured for a time in the past year reported debt of
$4,000 or more, and 20 percent and 13 percent, respec-
tively, had $8,000 or more in debt (Figure 3). In addi-
tion, many people are carrying debt incurred over mul-
tiple years: more than one-third (37%) of adults with
medical debt had overdue bills from care received
more than one year ago, and 8 percent were paying
bills from both the previous year and earlier years.

Figure 3. Uninsured Adults Are More Likely to Be Paying Off Large
Amounts of Medical Debt Over Time

Percent of adults ages 19-64 who are paying off medical bills over time

Uninsured Anytime

in Past Year
Insured now, .
Total g}'s;,]g;? time uninsured Un:]ngwured
in past year
How much are the medical
bills that are being paid off
over time?
Less than $2,000 51% 57% 46% 38%
$2,000-$3,999 21 20 25 22
$4,000-$7,999 12 11 11 14
$8,000 or more 12 9 13 20
Was this for care received
in past year or earlier?
Past year 54 57 53 43
Earlier year 37 38 37 44
Both 8 7 9 12

Source: The Commonwealth Fund Biennial Health Insurance Surveys (2007).

THE UNINSURED AND UNDERINSURED ARE
BURDENED MOST BY MEDICAL DEBT

Adults who were uninsured for any part of the year
reported higher rates of medical bill problems and debt
than those who were insured all year long. However,
people who had coverage all year but were underin-
sured—meaning they were insured but reported high
out-of-pocket medical expenses or deductibles relative
to their income’—reported medical bill problems at
similar rates to those who were uninsured for any part
of the year (Figure 4). In 2007, three of five adults
who were uninsured or underinsured reported medical
bill problems or accrued medical debt—more than
double the rate of those who had adequate insurance
all year (26%).

CONSEQUENCES OF UNPAID MEDICAL
BILLS AND DEBT

Confronted with medical bills and debt, many people
are forced to make tradeoffs in their spending and sav-
ing priorities. The survey asked respondents whether
they had to make certain adjustments or sacrifices in
the past two years because of medical bills. A signifi-
cant number of adults with medical debt and unpaid
bills—an estimated 28 million—said they used up all
their savings because of medical bills. Meanwhile, an
estimated 21 million adults incurred large credit card
debt, and another 21 million were unable to pay for
basic necessities like food, heat, or rent because of
medical bills (Table 2). Close to 8 million adults

Figure 4. Sixty Percent of Underinsured or Uninsured Adults
Reported Medical Bill Problems or Debt
Percent of adults ages 19-64
[ Insured, not underinsured [ Underinsured M Uninsured during year
751
61 61

50

48
- 47
31 32 3
o 26
) ’—l—l 19
13
8 8
0 T T

Notabletopay Contactedby ~ Hadtochange Medical bills/ Anymedical bill
medical bills collection wayof lifeto  debt being paid  problem or
agency* pay medical off over time outstanding
bills debt

*Includes only those individuals who had a bill sent to a collection agency when they were
unable to pay it.
Source: The Commonwealth Fund Biennial Health Insurance Survey (2007).




reported that medical bills caused them to take out a
mortgage against their home or take out a loan.

Such tradeoffs were especially common among
adults who were uninsured for any time or were under-
insured (Figure 5). Nearly half of working-age adults
with bill problems or debt who had spent any time
without coverage had used up all their savings to pay
for medical bills, and two of five were unable to pay
for food, heat, or rent. Underinsured adults made simi-
lar tradeoffs: 46 percent said they had used all their
savings, 33 percent took on credit card debt, and 29
percent were unable to pay for basic necessities.

Figure 5. More Than One-Quarter of Adults Under Age 65
with Medical Bill Burdens and Debt
Were Unable to Pay for Basic Necessities
Percent of adults ages 19-64 with medical bill problems
oraccrued medical debt
Uninsured Anytime
Insured All Year During Year
No Insured now, .
:?rzft?; O,f adults Total underinsured Underinsured time uninsured U"'::;red
P & indicators in past year
Unable to pay for basic
necessities (food, heat, 20% 16% 20% 42% 20%
or rent) because of
medical bills
Used up all of savings 39 26 46 46 47
Took out a mortgage
against your home or 10 9 12 11 11
took out aloan
Took on credit card
debt 30 28 33 34 26
Insured a_t time care 61 80 82 46 2
was provided
Source: The Commonwealth Fund Biennial Health Insurance Surveys (2007).

INSURANCE DOES NOT

GUARANTEE PROTECTION

The fact that American families can have health insur-
ance year-round and still experience financial stress
related to medical bills highlights the important role of
insurance benefit design in ensuring financial protec-
tion. Gaps in benefits and substantial cost-sharing can
undermine family finances in ways similar to having
no insurance.® Indeed, the study finds an association
between having medical bill problems or accrued debt
and having a health insurance plan that lacks prescrip-

tion drug or dental care coverage, or a plan that fea-
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tures high deductibles. Forty-four percent of working-
age adults without prescription and dental coverage
reported medical bill and debt problems, as compared
with 29 percent who had both of these benefits (Figure
6, Table 3). And more than half (53%) of adults who
had deductibles that equaled or exceeded 5 percent of
their income, compared with one-third of adults (33%)
with lower deductibles, incurred medical bill burdens
and debt.

Substantial cost-sharing relative to income
can also erode family finances. Nearly six of 10 work-
ing-age adults (59%) whose insurance premiums
consumed 10 percent or more of their household
income reported medical bill problems or debt. These
kinds of difficulties occurred half as often (30%)
among adults who spent a lower percentage of their
income on premiums.

Survey respondents who reported limitations in
their health plan benefits experienced medical bill and
debt problems at a rate double that experienced by
those without such limitations. For example, two-
thirds (65%) of continuously insured adults who had
incurred expensive medical bills for services that their
plan did not cover reported that they had problems
paying these bill or had resulting debt; in contrast, 22
percent of adults who did not have uncovered services
experienced these same problems. Also, more than half
of adults (56%) who indicated that their doctor
charged more than what their insurance would pay for
their care reported medical bill burdens and debt.
Finally, 43 percent of continuously insured adults
whose health plans limited the total amount they could
spend incurred medical bill problems and unpaid debt,
compared with 27 percent of adults who did not have
total-dollar limits. Even after adjusting for other
important factors (such as poverty status, health status,
race/ethnicity, age, and gender), having insurance ben-
efits that are less-than-comprehensive remains a signif-
icant predictor of medical bill problems and medical
debt (data not shown).
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A CHALLENGE TO POLICYMAKERS

During a period when average incomes barely budged
in the U.S. and working families took on record
amounts of household debt relative to income, gaps
and inadequacies in the nation’s health insurance sys-
tem further strained family budgets.’ In 2007, 72 mil-
lion adults under age 65, or 41 percent of that popula-
tion, reported a problem paying their medical bills or
had accrued medical debt, up from 58 million, or 34
percent, in 2005. This increase occurred across all
income groups, but families with low or moderate
incomes were particularly hard hit: more than half of
adults with incomes below $40,000 reported problems
paying their medical bills or medical debt in 2007. An
estimated 49 million adults said they were paying off
medical bills over time, of whom 24 percent were car-
rying medical debt balances of $4,000 or more.

The financial consequences of medical bill bur-
dens are often dire. Because of medical bills or accu-
mulated medical debt, an estimated 28 million adults
used up all their savings; 21 million incurred large
credit-card debt; 21 million were unable to pay for
basic necessities like food, heat, or rent; and 8 million
took out a mortgage against their home or took out
another loan as a result of medical debt. Medical debt
is affecting the lives of working Americans, and push-
ing more families to the edge of financial crisis.

Figure 6. Insured Adults with Less Comprehensive Coverage and
Benefit Limits Are More Likely to Face
Medical Bill and/or Debt Problems

Percent of continually insured adults ages 19-64 with bill and/or debt problems

Has both Rx and Dental Coverage | 29]
Has neither Rx nor Dental Coverage

Deductible is less than 5% of income [________ 33|
Deductible is more than 5% of income

Annual premium is less than 10% of income 37
Annual premium is 10% or more of income
No expensive bills for services not covered
Had expensive medical bills for services not e 221
covered by insurance

MD did not charge more than insurance covered '
MD charged more than insurance would pay; 24,
patient paid difference
Health plan does not limit total dollaramount |27l
Health plan limits total dollar amount

T T 1

T
0 25 50 75
Source: The Commonwealth Fund Biennial Health Insurance Surveys (2007).

The people most at risk are the uninsured, but
even those who have insurance reported problems with
medical bills and accrued debt. Sixty-one percent of
those with medical bill problems or accumulated medi-
cal debt reported being insured at the time care was
provided. For millions of U.S. families, the trend
toward greater cost-sharing in employer-based health
plans—particularly in the form of higher deductibles,
which have more than doubled since 2000—has broad-
ened their exposure to health care costs. Combined
with sluggish income growth, this exposure to high
out-of-pocket costs relative to income means many
Americans are effectively underinsured. Twenty-five
million adults under age 65 were underinsured in
2007, up from 16 million in 2003.'° Three of five
underinsured adults reported medical bill problems in
the study, the same rate as adults who were without
coverage during the year. In addition, people who
identified limitations or coverage gaps in their health
plans reported medical bill problems and accrued debt
at higher rates than those whose plans did not have limits.

The findings of this study underscore the urgent
need for policymakers to expand health insurance cov-
erage to everyone in America. But the fact that mil-
lions of Americans are insured but have nonetheless
fallen deeply into medical debt is a vivid reminder that
the content, cost-sharing, and financial protection of
health insurance must also be addressed in any health
reform plan.
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Table 1. Prevalence of Medical Bill and Medical Debt Problems Among
Adults Age 19 and Older, By Insurance Status and Age

Adults 19-64 Adults 65+
Uninsured Insured
(nl‘é?fe) ‘(\::;'4“;‘; (‘:ﬂ 12‘3;;) (J:;::J)
Total (millions) 177.0 49.5 127.5 36.1
Medical Bill Problems in Past Year
Had problems paying or unable to pay medical bills 27% 48% 19% 1%
Contacted by collection agency for unpaid medical bills 16 29 1 6
Had to change way of life to pay bills 18 32 12 12
Any of the above bill problems 33 56 25 16
Medical debt or bills being paid off over time 28 36 24 10
Any bill problems or medical debt 41 61 33 19
Base: Any Medical Bills Being Paid Off Over Time
How much are the medical bills that are being paid off
over time?
Less than $2,000 51 41 57 61
$2,000 to less than $4,000 21 24 20 11
$4,000 to less than $8,000 12 13 11 12
$8,000 to less than $10,000 2 2 2 2
$10,000 or more 10 16 7 3
Was this for care received in past year or earlier?
Past year 54 47 57 54
Earlier year 37 41 35 35
Both 8 11 7 5
Base: Any Bill Problem or Medical Debt
Percent reporting that the following happened in the past 2
years because of medical bills:
Unable to pay for basic necessities (food, heat, or rent) 29 41 20 34
Used up all of savings 39 47 33 37
Took out a mortgage against your home or took out a loan 10 1 10 8
Took on credit card debt 30 29 30 22
Insurance status of person/s at time care was provided
Insured at time care was provided 61 32 81 7
Uninsured at time care was provided 32 59 13 23
Other insurance combination 3 3 3 2

Data Source: The Commonwealth Fund Biennial Health Insurance Survey (2007).
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Table 2. Estimated Number of Adults with Medical Bill Problems and Accrued Medical Debt, 2007

Adults 19-64 Adults 65+
Uninsured Insured
Total Anytime All Year Total
(in millions) (in millions) (in millions) (in millions)

Total 177.0 49.5 127.5 36.1
Medical Bill Problems in Past Year

Had problems paying or unable to pay medical bills 48.2 239 243 3.9

Contacted by collection agency for unpaid

medical bills 21.7 14.2 135 22

Had to change way of life to pay bills 317 15.8 15.9 42
Any of the above bill problems 59.0 27.5 315 59

Medical debt or bills being paid off over time 48.9 18.0 30.9 3.6
Any bill problems or medical debt 721 30.0 421 7.0
Base: Any Bill Problem or Medical Debt
Number reporting that the following happened in the past 2
years because of medical bills:

Unable to pay for basic necessities (food, heat,

or rent) 20.9 12.3 8.6 24

Used up all of savings 279 14.0 14.0 2.6

Took out a mortgage against your home or

took out a loan 7.5 34 4.2 0.5

Took on credit card debt 213 8.7 12.6 1.6

Data Source: The Commonwealth Fund Biennial Health Insurance Survey (2007).
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Table 3. Relationship between Insurance Benefits and Medical Bill Problems and Debt among
Continuously Insured Adults Ages 19-64

Any Medical Any Medical

Characteristics of Respondents Total Bill Problem# Bill or Debt
Adults insured all year (in millions) 127.5 31.5 421
Percent Insured all Year 72% 25% 33%
Characteristics of insurance plan
Has neither prescription or dental coverage 27% 36% 44%
Has prescription and dental coverage 73 21 29
Deductible is 5 percent or more of household income 5@ 43 53
Deductible is less than 5 percent of household income 71 25 33
Annual premium is 10 percent or more of household income 16 49 59
Annual premium is less than 10 percent of household income 84 21 30

Insurance plan difficulties and limits
Had expensive medical bills for services not covered by insurance 26 53 65

No expensive medical bills 73 15 22

Doctor charged more than insurance would pay; individual had to

pay the difference 28 45 56
Doctor did not charge more than insurance would pay 7 17 24
Health plan limits the total dollar amount it will pay for medical care 38b 33 43
Health plan does not limit total dollar amount 4 19 27

Source: The Commonwealth Fund Biennial Health Insurance Survey (2007).
Notes: a Values do not add to 100% because a number of respondents did not report income or a deductible amount; b Values do not add to 100% because 21 percent of
respondents did not know whether their health plan limits the total dollar amount it will pay for medical care.
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STUDY METHODOLOGY

Data for this study were drawn from the Commonwealth Fund Biennial Health Insurance Survey (2007), a
national telephone survey conducted June 6 through October 24, 2007, among a nationally representative sam-
ple of 3,501 adults age 19 and older living in the continental United States. The 25-minute telephone inter-
views were completed in both English and Spanish, according to the preference of the respondent. The survey
achieved a 45 percent response rate (calculated according to the standards of the American Association for
Public Opinion Research).

The survey sample was drawn using standard list-assisted random-digit-dialing methodology, which selected
telephone numbers disproportionately from area-code/exchange combinations with higher-than-average den-
sity of low-income households. Using this stratified sampling design, this study obtained an oversample of
low-income, African American, and Hispanic adults. To correct for the disproportionate sample design and to
make the final total sample results representative of all adults age 19 and older living in the continental U.S,
the data are weighted by age, sex, race/ethnicity, education, household size, and geographic region, using the
U.S. Census Bureau’s 2006 Annual Social and Economic Supplement (ASEC). The margin of sampling error
for the weighted data is +/— 2.2 percent.

We classified respondents by age and by whether they were insured all year or had any lapse in coverage dur-
ing the year. There were 45 respondents who did not provide their age and were excluded from the analysis.
This report includes 840 adults ages 65 and older and 2,616 adults ages 19 to 64, of whom 747 were uninsured
during the year and 1,869 were insured all year.
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