
ABSTRACT

ISSUE: An estimated 40 percent of low-income Medicare beneficiaries 
spend 20 percent or more of their incomes on premiums and health care 
costs. Low-income beneficiaries with multiple chronic conditions or 
high need are at particular risk of financial hardship. High cost burdens 
reflect Medicare premiums and cost-sharing, gaps in benefits, and 
limited assistance. Existing policies to help people with low incomes are 
fragmented — meaning that beneficiaries apply separately, sometimes  
to different offices — and require Medicare beneficiaries to navigate 
complex applications.

GOALS: With the goal of enhancing access and affordability for people 
vulnerable due to low incomes and poor health, this issue brief proposes 
a policy that would reduce Medicare’s cost-sharing and premiums for 
beneficiaries with incomes below 150 percent of the federal poverty level.

METHODS: Profile current cost burdens by income groups and assess 
the potential impact of a policy to expand cost-sharing and premium 
assistance using the 2012 Medicare Current Beneficiary Survey projected  
to 2016.

RESULTS AND CONCLUSION: The policy described could help 8.1 million 
low-income beneficiaries, significantly lowering their risk of high cost 
burdens. It also could simplify the administration of assistance provided to 
these enrollees.

TOPLINES
	 �Medicare’s benefit design, 
including high deductibles and 
cost-sharing, makes it difficult 
for millions of low-income 
beneficiaries to afford needed 
care.

	 �A new policy proposal that 
reduces Medicare’s premiums 
and cost-sharing for beneficiaries 
under 150% of poverty could help 
8 million vulnerable enrollees.
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INTRODUCTION

Although Medicare provides a stable, trusted source of 
health insurance for elderly and disabled beneficiaries, the 
program’s benefit design can leave beneficiaries exposed 
to high out-of-pocket costs. These include high deductibles 
for hospital care and 20 percent cost-sharing for physician 
visits and other ambulatory care services. In addition, 
there is no limit on out-of-pocket costs for covered 
benefits. Core benefits exclude dental, vision, hearing, and 
long-term care services and support.

Approximately 18 million Medicare beneficiaries live 
on annual incomes below 150 percent of the federal 
poverty level — less than $18,000 a year for a single person 
(Appendix 1).1 For people with low incomes, Medicare’s 
Part B annual premium or hospital deductibles represent 
a high share of income, let alone the costs of physician 
services, medications, or uncovered services. Although 
very low-income people may be eligible for Medicaid to 
supplement Medicare, one-third of Medicare’s poor (i.e., 
poor is defined as income at 100% of poverty or less than 
$12,120 if single) are not on Medicaid, and there is only 
limited help for the near-poor unless they incur high 
expenses and exhaust their savings. Of those beneficiaries 
with incomes below 150 percent of poverty, less than half 
(43%) receive Medicaid assistance with premiums and 
cost-sharing. Nearly half at this income level spend 20 
percent or more of their income on premiums and health 
care each year. Prior research has shown broad evidence of 
unmet care needs as well as financial hardship.2

With a goal of enhancing access and affordability, this 
issue brief describes an approach to reducing premiums 
and cost-sharing for Medicare’s low-income beneficiaries, 
specifically those with incomes below 150 percent of 
poverty. The policy has three core design elements:

•	 Medicare Cost-Sharing. Reduce Medicare cost-
sharing for hospital, physician, and other services 
and implement a new limit on out-of-pocket costs for 
people with incomes up to 150 percent of poverty.

•	 Medicare Part B Premium. Provide full premium help 
for people with incomes up to 135 percent of poverty 
and partial subsidies to those with incomes up to 150 

percent of poverty, using the Part D premium sliding-
scale design.

•	 Simplify Administration. Administer cost-sharing 
and premium help through Medicare and eliminate 
the asset test used by states to determine Medicaid 
eligibility.

To provide a baseline for comparison, we profile 
current spending relative to income and describe the 
policies currently used to assist low-income Medicare 
beneficiaries. We then highlight an illustrative policy and 
estimate its impact on beneficiaries and Medicare costs 
if fully implemented in 2016. Spending estimates and the 
impact of policy provisions use the 2012 Medicare Current 
Beneficiary Survey projected to 2016 (see Methods).

CURRENT POLICIES LEAVE LOW-INCOME 
MEDICARE BENEFICIARIES AT HIGH 
FINANCIAL RISK

In 2016, 56 million people were covered by Medicare.3 
One-third (18 million people) had incomes below 150 
percent of the federal poverty level (less than $18,000 
annually for an individual) with, at best, limited assets to 
last their lifetimes.4 For people with low incomes, paying 
Medicare’s Part B premium ($1,259 a year if on Medicare 
before 2016 or $1,463 if new to Medicare in 2016) or the 
hospital deductible ($1,288) or a 20 percent share of 
physician bills, puts them at risk of going without care or 
accumulating unaffordable bills. For people with incomes 
near poverty ($12,120 if single), the sum of the Part B 
premium, hospital, and medical deductibles amount to 
nearly 25 percent of income. (See Exhibit 2 and Appendix 
1.)

Low-income provisions to help pay for Medicare 
premiums or cost-sharing for Medicare covered core 
services or for Part D prescription drugs are limited, 
fragmented, and complex. Beneficiaries with incomes 
below poverty may qualify for full Medicaid to 
supplement Medicare but only if they have meager 
savings. In 25 states, they must have income levels lower 
than 75 percent of poverty.5
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Beneficiaries with incomes below 135 percent of poverty 
who are not eligible for full Medicaid may qualify for 
help with Medicare premiums and cost-sharing through 
Medicare Savings Programs (MSPs) (Appendix 3). All states 
are required to provide MSPs through Medicaid, with 
the federal government setting minimum income and 
asset standards. Beneficiaries with incomes up to poverty 
receive help with paying for Medicare premiums and cost-
sharing. Those with incomes between 100 percent and 
135 percent of poverty receive help with premiums only. 
In 2016, the federal asset standard for MSPs was $7,280 if 
single and $10,930 for a couple, not including allowance for 
burial. Four states have higher income limits, and 11 have 
higher asset limits than the federal minimums.6

Similarly, Medicare Part D’s low-income Extra Help 
provisions assist in paying for prescription drugs and 
premiums for people with incomes up to 150 percent of 
poverty. Administered through the federal government, 
the program provides full subsidies below 135 percent of 
poverty and partial subsidies to 150 percent of poverty for 
those meeting asset tests. Beneficiaries apply separately to 
state Medicaid for MSPs and to Social Security for Medicare 
Part D Extra Help (Appendix 3).7

However, these existing provisions leave substantial gaps 
in protection for Medicare’s low-income beneficiaries. 
One-third with incomes below poverty and half of those 
with incomes below 150 percent of poverty did not have 
Medicaid in 2016 (Exhibit 1). Of those with any Medicaid 
coverage, one of six (12%) had only partial coverage for 
Medicare premiums.

Because there are no limits on out-of-pocket costs of core 
Medicare benefits, most higher-income beneficiaries seek 
supplemental coverage. However, as Exhibit 1 shows, 
low-income beneficiaries are the most at risk for having 
only Medicare and the least likely to be protected by 
employer-sponsored retiree coverage. Given the cost, few 
buy private Medigap supplements. Only about a third of 
those with incomes between 100 percent and 150 percent 
of poverty have any help from Medicaid.

We estimate that 41 percent of beneficiaries with incomes 
below 150 percent of poverty — 8.1 million people — spent 
20 percent or more of income on premiums and health care 
in 2016 (Exhibit 2). This figure reflects the limits of current 
policies to help people with low incomes.

Data: Authors’ analysis of 2012 Medicare Current Beneficiary Survey projected to 2016. Retains 2012 coverage distribution.
Note: FPL = federal poverty level.

Exhibit 1. Medicare’s Low-Income Beneficiaries and Supplemental Coverage

Source: Cathy Schoen et al., A Policy Option to Enhance Access and Affordability for Medicare’s Low-Income Beneficiaries (Commonwealth Fund, 
Sept. 2018).

Medicare’s Low-Income Beneficiaries and Supplemental Coverage
Exhibit 1

Data: Authors’ analysis of 2012 Medicare Current Beneficiary Survey projected to 2016. Retains 2012 coverage distribution.

Note: FPL = federal poverty level.

53%

22%

8% 4% 1%

10%

13%

15%

9%
5%

5%

12%

21%
44% 60%

14%

27%

36%
29%

18%

5% 9%
16% 15% 16%

12%

16%

4%

<100%
FPL

100%–149% 
FPL

150%–199% 
FPL

200%–399% 
FPL

400%+
FPL

Medigap

Medicare Advantage

Employer

Medicare only

Medicaid partial

Medicaid full

http://commonwealthfund.org


commonwealthfund.org	 Issue Brief, September 2018

A Policy Option to Enhance Access and Affordability for Medicare’s Low-Income Beneficiaries	 4

Source: Cathy Schoen et al., A Policy Option to Enhance Access and Affordability for Medicare’s Low-Income Beneficiaries (Commonwealth Fund, 
Sept. 2018).

High Total Burden: Two-Fifths of Low-Income Beneficiaries Spend 20 Percent 
or More of Income on Insurance Plus Care
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Exhibit 2

Data: Authors’ analysis of 2012 Medicare Current Beneficiary Survey projected to 2016.

Note: FPL = federal poverty level.

Percent of Medicare beneficiaries spending 20% of income or more on premiums and medical care

Exhibit 2. High Total Burden: Two-Fifths of Low-Income Beneficiaries Spend 20 Percent or More of 
Income on Insurance Plus Care

Data: Authors’ analysis of 2012 Medicare Current Beneficiary Survey projected to 2016.

The high levels of health care spending are a result of both 
poor health and low income. We estimate that two-thirds 
of beneficiaries with incomes below 200 percent of 
poverty have three or more chronic conditions and/or 
serious physical or cognitive impairments (Appendix 4). 
Their out-of-pocket costs averaged more than $3,000 a 
year in 2016, rising to more than $6,000 for those with only 
Medicare coverage (Exhibit 3).

POLICY OPTION TO ENHANCE FINANCIAL 
PROTECTION OF LOW-INCOME MEDICARE 
BENEFICIARIES

Using Medicare Part D as a guide, we outlined a policy that 
would reduce Medicare’s cost-sharing and premiums for 
beneficiaries with incomes up to 150 percent of poverty 
and eliminate asset tests for those not otherwise eligible 
for Medicaid or MSPs (Exhibit 4). Our policy would:

•	 Reduce Medicare Cost-Sharing. For beneficiaries 
with incomes up to 150 percent of poverty, Medicare 
would lower the hospital deductible to $100 per 
admission, reduce Part B cost-sharing to 10 percent 

from 20 percent, and set a new annual limit on out-of-
pocket costs for Parts A and B services of $2,000. This 
approach would come close to the actuarial value 
and cost protection for people with incomes under 
150 percent of poverty under the Affordable Care Act 
(ACA).8

•	 Extend Partial Premium Subsidies. MSPs currently 
provide a full Part B subsidy for beneficiaries with 
incomes up to 135 percent of poverty. This policy 
would extend premium help to 150 percent of poverty, 
using the Part D design that phases out premium help 
in three steps.

•	 Simplify Administration. Have Medicare administer 
the cost-sharing reduction and phased-premium 
reduction as it does for low-income assistance in 
Part D. Eliminating the asset test and using income 
alone to determine eligibility would also streamline 
administration. To identify those likely eligible for 
cost-sharing and premium help, Medicare could draw 
on data from Part D and sources used to determine 
premium surcharges for high-income beneficiaries.
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Data: Roger C. Lipitz Center analysis of 2012 Medicare Current Beneficiary Survey projected to 2016.
Notes: ESI = employer-sponsored insurance. Sicker refers to someone who has cognitive or physical functional limits and/or multiple chronic conditions.
Also see Appendix 4.

Source: Cathy Schoen et al., A Policy Option to Enhance Access and Affordability for Medicare’s Low-Income Beneficiaries (Commonwealth Fund, 
Sept. 2018).
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Exhibit 3

Data: Roger C. Lipitz Center analysis of 2012 Medicare Current Beneficiary Survey projected to 2016.

Notes: ESI = employer-sponsored insurance. Sicker refers to someone who has cognitive or physical functional limits and/or multiple chronic conditions. Also see Appendix 4.

Exhibit 3. Average Annual Out-of-Pocket Costs for Medical Care by Coverage and Health:  
Beneficiaries with Incomes <200% Poverty

New option adds to existing low-income programs

Income by federal poverty level (FPL)

<100% FPL 100%–135% FPL 135%–150% FPL

Part A deductible Reduce hospital deductible from $1,300 to $100 per admission

Part B premium
Extend current premium assistance to 150% FPL 

Use Part D method of phase-out from 135% to 150%

Part B premium Fully covered Fully covered
Phase out premium help in three 
steps (75%, 50%, 25% coverage)

Part B cost-sharing Reduce coinsurance from 20% to 10%

Maximum out-of-pocket New limit on Part A/Part B out-of-pocket costs $2,000 per year

Asset test None

Administration By Medicare

Exhibit 4. Policy Option to Reduce Medicare Premiums and Cost-Sharing
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Although this program could be administered through 
Medicaid, we envision using Medicare administration 
to reduce complexity for beneficiaries and to coordinate 
with Part D Extra Help. This approach avoids the excess 
administrative costs incurred when Medicaid pays and 
then bills the federal government for Medicare-related 
costs. For providers, Medicare administration would 
assure continued payment at Medicare payment levels for 
covered services.9

IMPACT OF THE POLICIES

In the analysis, we assumed that all beneficiaries with 
incomes below 150 percent of poverty would be eligible 
to participate, except for those with employer–retiree 
supplements. This policy follows the ACA subsidy 
provisions. In practice, relatively few poor or near-poor 
beneficiaries have such coverage. Moreover, those with 
employer benefits would be unlikely to drop such coverage.

We assumed full participation of all eligible beneficiaries 
who were not already on Medicaid with help paying 

Medicare premiums and cost-sharing. This could include 
some people who might already be eligible for Medicaid 
or MSPs but had not applied.

With this assumption, we estimate that reducing Medicare 
cost-sharing and expanding premium assistance up to 150 
percent of poverty would help an estimated 8.1 million 
additional Medicare beneficiaries who do not currently 
receive full Medicaid assistance (Exhibit 5). This estimate 
includes 1.6 million beneficiaries with no supplemental 
coverage and 1.6 million with Medicaid assistance for 
Medicare premiums but not cost-sharing. The rest include 
individuals with Medigap or Medicare Advantage plans 
(Appendix 5). As Exhibit 5 details, the new participants 
would equal 45 percent of the 18 million beneficiaries 
with incomes below 150 percent of poverty. Combined 
with existing Medicaid and MSP enrollees, nearly all 
beneficiaries with incomes below 150 percent of poverty 
would have financial protection. An unknown share of the 
new participants might already be eligible for help; others 
might be excluded from Medicaid or MSPs due to asset tests.

Data: Analysis of 2012 Medicare Current Beneficiary Survey projected to 2016. Assumes all who are income-eligible participate. See Methods for details on 
assumptions and eligibility.
Note: FPL = federal poverty level.

Exhibit 5. Estimated Impact of Low-Income Policy if Fully Implemented 2016 with Full Participation

Policy: Lower Medicare cost-sharing, set out-of-pocket limit at $2,000, and provide Medicare Part B premium 
subsidies for incomes up to 150% FPL

Impact on beneficiaries

Beneficiaries with incomes under 150% FPL 18 million people

Beneficiaries currently on Medicaid with premium and cost-sharing help  
or employer-sponsored insurance

9.4 million people

Beneficiaries newly helped under proposed policy 8.1 million people

Beneficiary annual total savings (premium and care) –$11.7 billion 

Impact on federal spending

Estimated annual federal costs +$8.4 billion 

Premium subsidy +$6.4 billion 

Cost-sharing subsidy +$2.0 billion
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Data: Roger C. Lipitz Center analysis of 2012 Medicare Current Beneficiary Survey projected to 2016. Modeling by Christine Buttorff, RAND.
Note: FPL = federal poverty level.

Exhibit 6. Low-Income Option Reduces Burden for Beneficiaries with Incomes Less than 150 Percent  
of Poverty Level

Source: Cathy Schoen et al., A Policy Option to Enhance Access and Affordability for Medicare’s Low-Income Beneficiaries (Commonwealth Fund, 
Sept. 2018).
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Data: Roger C. Lipitz Center analysis of 2012 Medicare Current Beneficiary Survey projected to 2016. Modeling by Christine Buttorff, RAND.

Note: FPL = federal poverty level.

Percent of Medicare beneficiaries spending 20% of income or more on premiums and medical care

Assuming all income-eligible beneficiaries participate 
and those with Medigap drop their plans, the policy could 
reduce beneficiary expenses for premiums and care by an 
estimated $11.7 billion a year.

The policy could reduce the share of low-income 
beneficiaries with high-cost burdens as a share of 
their income from 40 percent to 30 percent (Exhibit 6). 
This means an estimated 2 million fewer people each 
year would be exposed to such high costs. Because 
beneficiaries would continue to face costs of uncovered 
services and continue to pay a share of costs for benefits, 
their burden would still remain relatively high.

Federal costs for expanded assistance would be an 
estimated $8.4 billion, assuming full participation of eligible 
people who are not already receiving help from Medicaid or 
in employer–retiree plans. We also assumed that premium 
subsidies would apply to Medicare Advantage as well 
as traditional Medicare beneficiaries (see Methods). The 
$8.4 billion federal cost includes $6.4 billion for premium 
assistance and $2 billion for reduced cost-sharing.

CONCLUSION

Medicare’s current benefit design and limited provisions 

for poorer adults puts low-income beneficiaries — 

particularly those with chronic diseases or debilitating 

cognitive and physical impairments — at risk for incurring 

high costs and going without needed care. Concerns 

around affordability do not solely affect those at or near 

the poverty level and require a response that addresses 

premiums and costs of care.

In recognition of affordability concerns, the Medicare 

Payment Advisory Commission (MedPAC) in 2008 

recommended extending help paying for Medicare’s 

premium to people with incomes up to 150 percent of 

poverty. Congress did not act on the recommendation. 

The recommendation suggested that Social Security 

administer this enhanced support along with Part D.10 

This incremental step would not address the open-ended 

cost-sharing Medicare beneficiaries face.
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Reducing Medicare premiums and cost-sharing for those 
with incomes up to 150 percent of poverty would begin 
to ensure more adequate financial protection. Doing so 
would also ease transitions as low-income adults become 
eligible for Medicare to avoid the loss of ACA subsidies 
that currently are substantially higher for those under age 
65 than Medicare low-income provisions. The policy could 
be crafted in a way that aligns with Part D provisions to 
streamline application and administration.

Such expansions would require new federal expenditures. 
Even if only half of the eligible population participated, 
costs would exceed $4 billion. The policy could be phased 
in to lower initial federal costs, starting either with 
premiums or cost-sharing.

There are a number of ways to finance enhanced 
affordability. The Congressional Budget Office lists several 
revenue options that could be earmarked to finance the 
expansion: cigarette taxes ($3.7 billion a year), alcohol 
taxes ($5 billion a year), and savings on prescription 
medications ($7 billion a year). A value-added tax or 
tax on luxury goods, like yachts and high-priced cars, 
could also raise substantial revenues.11 By simplifying 
administration, the policy could enable federal and state 
programs to redeploy resources currently devoted to 
paperwork to services.

Even with such a policy in place, low-income beneficiaries 
would remain at risk for services not covered by Medicare. 
This includes the population of disabled adults who 
are unable to afford long-term services and supports 
that could enable them to live independently in the 
community.12 But by limiting the financial pressure of 
paying for Medicare-related costs, the policy could help 
delay or postpone beneficiaries spending down into 
Medicaid. Helping low-income beneficiaries stretch 
their budgets without turning to Medicaid will become 
increasingly important as the next generation of workers 
age into Medicare, many with limited savings.13

When enacted, Medicare held out the promise that seniors 
would be financially protected with access to care based 
on need rather than income. Realizing this promise will 
require targeted efforts to enhance support of poor and 
near-poor beneficiaries. The policy option profiled in this 
brief offers a path forward.

STUDY DATA AND METHODS

All estimates are based on analysis of the 2012 Medicare 
Current Beneficiary Survey (MCBS) with population and 
spending projected to 2016 based on the national health 
expenditure accounts. The 2012 MCBS includes 11,299 
respondents with population weights representative of 
the entire Medicare population, including the disabled 
under-65 population and those primarily living in 
long-term care institutions. For 2016, the projected 
population was 56.1 million. The data brief displays 
results for the population-weighted data.

In the survey, beneficiaries report their health care 
spending, including on services not covered by Medicare, 
and premiums. In addition to beneficiary reports, the 
MCBS cost-and-use files include information about 
incurred liability for Medicare benefits and spending 
on Medicare premiums based on administrative data. 
The MCBS also includes information on Medicaid status 
regarding whether the beneficiary is eligible for full 
Medicaid, Medicaid only for Medicare cost-sharing and 
premiums, or Medicaid for Medicare premiums.

The database has a sufficiently robust sample to permit 
analysis of subgroups by income, coverage, and health. In 
the analysis, we grouped beneficiaries by income based 
on their reported annual income relative to the federal 
poverty level. We also grouped beneficiaries into one of 
five mutually exclusive insurance categories: Medicare-
only, Medicaid, Medigap, employer-sponsored insurance 
(ESI), and Medicare Advantage. If beneficiaries had more 
than one source of supplemental coverage, we used the 
following hierarchy to assign them to a group: Medicaid, 
ESI if any ESI (and not Medicaid), Medicare Advantage (if 
not Medicaid or ESI), and Medigap.

Estimating the Impact of Extending Medicare’s 
Low-Income Subsidies to 150 Percent of Poverty
Using information from the MCBS “event” file, we 
estimated the change in patient liability of changing 
Medicare’s cost-sharing and implementing an out-of-
pocket limit. For Medicare-covered services, such as 
hospital or physician visits, the MCBS indicates the 
total amount of the incurred expense, the amount 
paid by Medicare, and the patient liability for Medicare 
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services (deductibles or co-insurance) for beneficiaries in 
traditional Medicare.

The event-level data enabled analysis of the shift to 
Medicare for changes in cost-sharing for Parts A and B 
services for each beneficiary. In the analysis, we calculated 
the federal cost of a shift to Medicare if Medicare were to 
cover a greater share of the bill. The event file also enables 
estimates of the impact on other payers — for example, the 
reduction in Medicaid if Medicare covers more of the costs.

We assumed utilization of care would stay constant. 
We referred to a study that indicated relatively little 
expenditure impact among the elderly for hospital or 
physicians as long as there continued to be a deductible 
and cost-sharing (i.e., if the person did not have first-dollar 
coverage). Based on this information, we decided not to 
use dynamic modeling with utilization changing as cost-
sharing changed at the margin.14

In the analysis, we assumed that all beneficiaries with 
incomes below 150 percent of poverty would be eligible 
to participate except for those with employer–retiree 
supplements. This policy follows the ACA subsidy provisions. 
In practice, relatively few very low-income beneficiaries have 
such coverage. Moreover, those with generous employer 
benefits would be unlikely to drop such coverage.

We assumed individuals with incomes below 150 percent 
of poverty currently buying Medigap would drop their 
policies. Participation would lower their premium costs 
(Medicare Part B and Medigap) but expose them to 
somewhat higher cost-sharing than in Medigap plans. 
Although the impact would likely be small, use of 
Medicare services under the option might be somewhat 
lower for beneficiaries who previously had Medigap. Use 
might be somewhat higher for Medicare-only beneficiaries 
if changes affect use at the margin. For simplicity, we kept 
utilization constant.

We assumed that all beneficiaries with incomes below 150 
percent of poverty who did not already have full Medicaid 
or partial Medicaid that paid for Medicare premiums 
and cost-sharing would participate. We assumed states 
would maintain their current Medicaid levels and would 

continue required Medicare Savings Programs meeting 
federal minimum standards. The handful of states that 
have MSP standards above federal minimums might 
lower their levels back to meet the federal levels. However, 
this would have only a small impact on the estimates as 
the federal government already matches states spending 
and only three states (Connecticut, Indiana, and Maine) 
and the District of Columbia significantly exceed the 
minimum income standards. The additional beneficiaries 
with assistance under the policy option include 8.1 million 
people who fall into the following categories: Medicare-
only, Medicaid with only Medicare premium help, Medigap, 
and Medicare Advantage beneficiaries with incomes below 
150 percent of poverty not already on Medicaid.

Federal costs would increase for expanded premium 
subsidies for Part B, including costs for those eligible 
for full premium subsidies but not now participating. 
The estimates include the costs of expanding premium 
subsides for beneficiaries in Medicare Advantage with 
incomes below 150 percent of poverty. Appendix 5 details 
current sources of coverage at poverty levels for those 
newly participating.

As noted above, the net impact on beneficiaries includes the 
premium savings that would occur from dropping Medigap.
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3. Centers for Medicare and Medicaid Services, National 
Health Expenditure Projections, Tables 1 and 17 (CMS, 
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(every three years) finds the bottom half of retirees are less 
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of the income distribution have median private financial 
assets of under $7,000. Sebastian Devlin-Foltz, Alice M. 
Henriques, and John E. Sabelhaus, “The Role of Social 
Security in Overall Retirement Resources: A Distributional 
Perspective,” FEDS Notes (Board of Governors of the Federal 
Reserve System, July 29, 2016). Only 25 percent of the bottom 
quintile income group receive any income from assets. Half 
of this low-income group received less than $150. Ke Bin Wu, 
Sources of Income for Older Americans, 2012 (AARP Public 
Policy Institute, Dec. 2013).

5. Molly O’Malley Watts, Elizabeth Cornachione, and 
MaryBeth Musumeci, Medicaid Eligibility for Seniors and 
People with Disabilities in 2015 (Henry J. Kaiser Family 
Foundation, Mar. 2016).

6. National Council on Aging, Medicare Savings Programs: A 
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(March 2018).

7. Social Security Administration, Medicare Part D Extra 
Help: Low-Income Subsidy (SSA, Dec. 2017).

8. Gary Claxton and Nirmita Panchal, Cost-Sharing Subsidies 
in Federal Marketplace Plans (Henry J. Kaiser Family 
Foundation, Feb. 2015). The ACA specifies an actuarial value 

of 94 percent for incomes from 100 percent to 135 percent 
poverty and 87 percent up to 150 percent poverty. Out-of-
pocket limits can be no higher than $2,250 a year. This 
Claxton brief finds limits are much lower, averaging $881 for 
the near-poor and $1,700 for those with incomes between 
150 percent and 200 percent of poverty. We used $2,000 for 
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Appendix 1. Medicare Beneficiaries by Income Level and Supplemental Coverage

Total Medicare only Medicaid ESI MA Medigap

Total 56,100,007 5,403,600 11,006,575 18,685,594 13,797,729 7,206,509

Percent of federal poverty level

<100% 8,977,863 925,974 5,894,238 468,099 1,234,912 454,639

100%–149% 9,175,935 1,235,114 3,520,054 1,111,478 2,463,852 845,437

150%–199% 7,084,224 1,068,008 852,209 1,484,542 2,546,309 1,133,155

200%–399% 18,404,901 1,569,899 642,964 8,102,574 5,303,818 2,785,646

400%+ 12,457,084 604,605 97,109 7,518,900 2,248,837 1,987,632

Total Medicare only Medicaid ESI MA Medigap

Coverage percent of each row

Total 100% 10% 20% 33% 25% 13%

Percent of federal poverty level

<100% 100% 10% 66% 5% 14% 5%

100%–149% 100% 13% 38% 12% 27% 9%

150%–199% 100% 15% 12% 21% 36% 16%

200%–399% 100% 9% 3% 44% 29% 15%

400%+ 100% 5% 1% 60% 18% 16%

Data: Authors’ analysis of 2012 Medicare Current Beneficiary Survey projected to 2016.
Notes: ESI = employer-sponsored insurance. MA = Medicare Advantage. Medicaid includes any Medicaid coverage.

Appendix 2. Medicare Benefits, 2016

Part A: Hospital Part B: Medical care

Premium None if fully eligible
$104.90 per month* 
$1,259 per year 

Deductible $1,288 per episode $166

Cost-sharing
$322 for days 62 to 90; 
$630 for days 91+

20%, doctors (including in hospital); 20% outpatient; 
physical therapy and durable medical equipment

Cost-sharing: lab tests, home health, hospice None None; home health medical only

Nursing home
After hospital, up to 100 
days;  
$161/day, days 21–100 

Part D for prescription medications 

Part D costs** 
Premium average $41 per month; cost-sharing and drug formulary list varies; multiple  
cost-sharing tiers; maximum deductible $360 

Data: For Parts A and B: Medicare 2016 Costs at a Glance.
* Part B premium if new to Medicare in 2016 is $121.80 per month or $1,462 per year.
** Jack Hoadley, Juliette Cubanski, and Tricia Neuman, Medicare Part D: A First Look at Plan Offerings in 2016 (Henry J. Kaiser Family Foundation, Oct. 2015).
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Appendix 3. Policies to Help Low-Income Medicare Beneficiaries, 2016

Full Medicaid 
75%–100% FPL 

Medicare Savings Program 
100%–135% FPL

Medicare Part D 
Low-Income Subsidy 

<150% FPL

Qualified Medicare 
Beneficiary program

Specified Low-Income 
Medicare Beneficiary and 

Qualified Individual programs 

Part A premium Covered Covered Not covered Sliding scale 

Part B premium Covered Covered Covered N/A

Maximum out-of-pocket limit None

Asset limit
$2,000 single; 
$3,000 couple 

$7,280 single; $10,930 couple
$13,640 single; 
$27,250 couple

Administered by Medicaid Medicaid Medicare

Note: FPL = federal poverty level.

Appendix 4. Out-of-Pocket Spending by Type of Service, Income Level, Coverage, and Health Care Need

    Average annual out-of-pocket spending on health care services      

Number of 
beneficiaries Total Inpatient ED Outpatient

Medical 
providers Drugs SNF

Home 
health Facility Dental

All beneficiaries 56,100,007 $3,025 $90 $14 $123 $684 $760 $82 $92 $851 $329

Poverty group

<100% FPL 8,977,864 $2,345 $90 $13 $82 $452 $330 $106 $44 $1,093 $135

100%–149% FPL 9,175,936 $2,854 $68 $15 $100 $492 $589 $179 $36 $1,216 $157

150%–199% FPL 7,084,225 $3,274 $147 $15 $119 $835 $926 $79 $66 $827 $260

200%–399% FPL 18,404,903 $3,032 $55 $13 $146 $742 $887 $54 $102 $656 $377

400%+ FPL 12,457,085 $3,486 $125 $13 $136 $820 $913 $38 $167 $710 $564

Low-income beneficiaries 

Under 200% FPL, 
all 25,238,019 $2,791 $98 $14 $99 $574 $592 $125 $47 $1,081 $178

<200% FPL, 
Medicare only 3,227,943 $4,898 $313 $26 $124 $709 $559 $225 $16 $2,609 $317

<200% FPL, 
Medicaid 10,266,826 $2,347 $85 $16 $76 $440 $252 $136 $4 $1,253 $85

<200% FPL, ESI 3,063,895 $2,939 $48 $12 $148 $748 $771 $58 $69 $820 $266

<200% FPL, MA 6,243,886 $2,090 $46 $8 $82 $448 $789 $20 $49 $453 $195

<200% Medigap 2,432,945 $3,470 $63 $9 $144 $1,065 $1,336 $103 $242 $272 $236

<200% FPL and 
high need, all* 17,001,477 $3,224 $115 $17 $117 $674 $691 $166 $70 $1,209 $164

<200% FPL 
and high need, 
Medicaid*

7,475,973 $2,529 $77 $20 $83 $500 $284 $211 $5 $1,268 $83

<200% FPL and 
high need, ESI* 1,954,582 $3,759 $61 $18 $184 $964 $906 $91 $107 $1,137 $290

<200% FPL 
and high need, 
Medicare only*

1,698,244 $6,737 $513 $36 $176 $900 $816 $401 $31 $3,539 $325

Data: Authors’ analysis of 2012 Medicare Current Beneficiary Survey projected to 2016.
* High need includes those with three or more chronic conditions and/or serious physical or cognitive impairment.
Notes: ED = emergency department. SNF = skilled nursing facility. FPL = federal poverty level. ESI = employer-sponsored insurance. MA = Medicare Advantage. 
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Appendix 5. Low-Income Beneficiaries Who May Participate in Medicare Subsidy Program 

Percent of federal 
poverty level Medicare only 

Medicaid coverage 
for Medicare 

premium but not 
cost-sharing

Medicare 
Advantage Medigap Total

<100% 665,773 797,595 1,225,902 454,410 3,143,679 

100%–149% 974,168 758,939 2,462,910 820,715 5,016,732 

Total 1,639,941 1,556,534 3,688,811 1,275,125 8,160,411 

Data: Authors’ impact analysis using Medicare Current Beneficiary Survey 2012 projected to 2016.
Notes: Partial Medicaid (Specified Low-Income Medicare Beneficiary/Qualified Individual) receive only full Part B premium subsidy but no Medicaid help with 
Medicare cost-sharing. The federal government already pays the full cost of the Qualified Individual subsidy for incomes between 120%–135% of poverty.
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