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This DataView presents descriptive infor-
mation on beneficiaries with disabilities in
Medicare and Medicaid. Medicare data
show that persoms with disabilities have
more functional limitations, poorer health
status, lower incomes, and experience more
barriers to health care than aged Medicare
beneficiaries. Medicaid data reveal that sig-
nificant growth in the Medicaid disabled
population has led to the disabled outnum-
bering the Medicaid-eligible elderly.
Additionally, Medicaid serves an increasing-
Iy younger disabled population and more
persons with mental impairments.

INTRODUCTION

Both Medicare and Medicaid serve
large and diverse populations of persons
with disabilities. In this DataView, we pre-
sent descriptive information on Medicare
and Medicaid beneficiaries with disabili-
ties. The data come from several HCFA
sources—including the most recent data
available from the Medicare Current
Beneficiary Survey! and Medicare and
Medicaid enrollment and claims data.
Data from the Social Security
Administration on persons receiving dis-
ability income payments—the majority of

The authors are with the Special Analysis Staff, Office of the
Agsociate Administrator for Policy, Health Care Financing
Administration (HCFA). The opinions expressed are those of
the anthors and do not necessarily reflect those of HCFA.

Medicare’s and Medicaid’s disabled
enrollees—also were used.

Medicare data show that persons with
disabilities are a wvulnerable population,
having more functional limitations, poorer
health status, lower incomes, and experi-
encing more barriers to health care than
do the elderly in Medicare.

The Medicaid data reveal a number of
trends that have emerged in recent years.
There has been significant growth in the
Medicaid disabled population. Persons
with disabilities now outnumber the elder-
ly in Medicaid. Further, Medicaid is serv-
ing an increasingly younger population of
persons with disabilities as well as more
persons with mental impairments,

MEDICARE

Social Security Disability Income (SSDI)
beneficiaries—disabled workers, disabled
widows and widowers, and adults disabled
as children—became eligible for Medicare
benefits in 1973 as a result of the 1972
Amendments to the Social Security Act.
While the elderly account for the majority
of Medicare enrollees (88 percent), the dis-
abled are an important and growing popu-
lation in Medicare.

1For a description of the Medicare Current Beneficiary Survey,
see Adler (1994),
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Figure 1
Composition of the Medicare Population: 1995
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SOURCE: Health Care Financing Administration, Office of the Actuary.

Growth of the Medicare Disabled Population

¢ 12 percent of Medicare beneficiaries are non-elderly persons with disabilities, most of
whom are disabled workers (Figure 1).
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Fligure 2
Medicare Enroliment of Elderly, Disabled, and ESRD Populations: 1966-2015
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NOTES: ESRD ie end slage renal diesase. Figures for 2015 have been estimated by the Offica of the Actuary.
SOURCE: Health Care Financing Adminkstration, Offlce of the Actuary.

* Numbering about 4.4 million in 1995, the disabled are expected to grow to about 8.3 mil-
lion in 2015—comprising about 16 percent of the Medicare population (Figure 2). Recent
growth in the disability rolls is attributable to growth in the eligible population, a decline
in the number of persons leaving the rolls, and increased recognition and diagnosis of
disabling conditions, among other factors.?

28ee National Academy of Social Insurance (1996) for a discussion of the factors explaining recent increases in the disability rolls.

HEALTH CARE FINANCING REVIEW/Summer 1996/Volume 17, Number 4 181



Figure 3
Annual Percent Change in Number of Medicare Elderly and Disabled Enrollees: 1967-93.
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SOURCE: Heallh Cars Financing Administration, Bureau of Data Management and Strategy.

¢ The growth in the disabled population historically has been more volatile than that of the
elderly population. The shifts in the average annual growth in Medicare’s disabled
enrollees reflects changes in SSDI eligibility policy (Figure 3).
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Figure 4
Composition of the Medicare Disabled Population: Most Prevalent Diagnoses, 1894

Other
Injuries 7%
4%

Mental liness

Diseases of the Respiratory System 5%

§%

Endocrine, Nutritional,
and Metabolic Diseases
5%

Diseases of the Nervous System |

and Sense Organs
8%
Infectious and Diseases of the
Parasitic Dissases Circulatory System
8% 14%

Neoplasms
14% Diseases of the
Musculoskelatal System
13%

Total Awards = 631,870

NOTE: Diagnoses of Supplemerial Sacurily Disablilty Income disabled workers new awards, 1994,
SOURCE: {Social Securtty Adminiatration, 199%a).

Functional and Health Status

Disability is associated with specific medical conditions and is typically defined in terms
of the impact of disease on functional capacity, the ability to perform usual activities of daily
living (ADLs) such as eating, dressing, and walking, or the ability to perform instrumental
activities of daily living (IADLs), such as paying bills, doing housework, and shopping.

¢ In 1994, the single largest category for SSDI awards was mental illness, accounting for near-

ly 25 percent of new awards, This may include, for example, awards to persons with organ-
ic mental disorders, psychotic disorders, or substance addiction disorders (Figure 4).
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Figure 5
Functional Status of Medicare’s Elderly and Disabled Bensficlaries
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¢ The disabled in Medicare have significant levels of impairment, as measured by their
ability to perform ADLs and IADLs. Nearly 50 percent of the disabled in Medicare have
1 or more ADL limitations (Figure 5). .

184 HEALTH CARE FINANCING REVIEW/Summer 1996/ Volume 17, Number 4



Figure 6
Self-Reported Health Status of Medicare Beneficiaries: 1993
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SQURCE: Healih Care Financing Administration, Office of the Actuary: Data from the Medicare Current Beneficiary Survey.

¢ The disabled in Medicare are much more likely than the elderly to report their health
status as fair or poor: Nearly 55 percent of the disabled report their health status as fair
or poor, compared with 26 percent of the elderly (Figure 6).
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Figure 7
Age Distribution of the Medicare Disabled: 1995
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Demographics
o Of the 12 percent of the Medicare population that is disabled (under 65 years of age),

most are between 50 and 64 years of age, reflecting increases in the prevalence of dis-
ability with age (Figure 7).
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Figure 8
Sex and Race/Ethnicity of Medicare Beneficiaries: 1993
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SOURCE: Healh Care Financing Administration, Office of the Actuary: Dala from the Medicare Current Beneficiary Survey, 1933, and
Medicare enwolitment data.

* The Medicare elderly population is primarily white (85 percent), with fairly small num-
bers of African-Americans (8 percent), Hispanic persons (5 percent), and persons of
other ethnic groups (2 percent}, similar to the racial distribution of the general U.S. pop-
ulation. By comparison, African-Americans and Hispanics are disproportionately repre-
sented among the disabled in Medicare, The disabled population also has a higher pro-
portion of men than does the elderly Medicare population (Figure 8).
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Figure 8
Income Distribution of the Medicare Disabled and Elderly: 1993
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SOQURCE: Heakh Care Financing Administration, Office of the Actuary: Data from tha Medicare Current Beneficiary Survey.

¢ The disabled tend to have low incomes. Fifty-one percent of the disabled in Medicare
have incomes below $10,000, compared with 29 percent of the elderly; nearly 78 percent
of the disabled have incomes below $25,000 (Figure 9).
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Figure 10
Type of Supplemental Health Insurance Held by Medicare Beneficlaries: 1993
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Insurance Coverage

¢ Nearly 27 percent of the disabled have Medicare coverage only; that is, they do not have
any private supplemental insurance coverage nor are they eligible for Medicaid (Figure
10).

e Many of the disabled rely on Medicaid to supplement their health insurance coverage:
41 percent of the disabled in Medicare are also enrolled in Medicaid, significantly more
than the elderly, of whom only 13 percent are dually enrolled in Medicare and Medicaid.
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Figure 11
Average Annual Medicare Spending, by Age Group: 1993
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SOURCE: Heakh Care Financing Adminigtration, Office of the Actuary: Data from the Medicare Cumenl Beneficlary Survey.

Spending and Utilization

¢ While analyses for previous years have shown the disabled to have much higher health
care spending than the elderly in Medicare, recent data suggest that spending by the
elderly and the disabled in Medicare is similar. In 1993, average spending per disabled
enrollee was $3,821, while it was $3,756 per elderly enrollee (Figure 11).

¢ Part of the explanation for the convergence of spending levels may lie with the aging of
the Medicare elderly population, since health care spending levels tend to rise with age
in both the elderly and disabled populations.
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Figure 12
Distribution of Spending for Elderly and Disabled Beneficiaries: 1994
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¢ Average spending levels mask variation in spending across the disabled and elderly pop-
ulations. Though average spending per enroliee is over $3,000 annually, about 40 percent
of Medicare’s disabled enrollees had payments on their behalf of between $1 and $499;
only 7 percent had spending of more than $25,000. This pattern is similar to that of the
elderly in Medicare (Figure 12).
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Figure 13
Average Annual Medicare Spending by Disabled and Elderly Enroliess, by Type of Service: 1993

$3,821
Total Spending K
$3,756
Inpatiant
Qutpatient
Il Oisabled
Physician
Skilled Nursing Fagility
Home Health
$279
[ I I I I
$0 $1,000 $2,000 $3,000 $4,000
Spending per Enrollee
SOURCE: Health Care Financing Administration, Office of the Actuary: Data from the Madicars Current Beneliciary Survey,

¢ Health care spending by type of Medicare service reveals that the disabled spend rela-
tively more on outpatient services, while the elderly spend more on long-term care ser-
vices (Figure 13).
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Figure 14
Average Anntal Medicare Spending per Disabled Enrolles, by Sex: 1993
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* Average spending per disabled enrollee in 1993 was $3,939 for men and $3,642 for
women. The difference may be explained by relatively higher expenditures for inpatient
hospital services used by men. Spending for women was higher for other major ser-
vices—outpatient, physician services, skilled nursing, and home health. These data do
not indicate to what extent the differences in spending may be due to differences in such
factors as diagnosis or age (Figure 14).
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Figure 15
Medicare Spending Per Disabled Enrollee, by Functional Status and Sex: 1993
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¢ Health care spending is also related to ADL impairment. Total health care spending by
persons with 3 or more ADL impairments is more than twice that of those who have no
limitations in ADLs (Figure 15).
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Figure 16
Use of Physician Services by the Disabled and Elderly: 1993
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Access to Care

» The disabled were less likely than the elderly in Medicare to have had a physician visit
during 1993 and were much more likely to have had an emergency room visit. While
only 20.3 percent of the elderly had an emergency room visit during 1993, nearly 29 per-
cent of persons with disabilities used an emergency room (Figure 16).
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Figure 17
Barriers to Care: 1993
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SOURCE: Health Care Financing Adminlstration: Data from Rounds 1, 4, and 7 of the Medicare Curranl Boneficlary Survey,

¢ In general, the disabled in Medicare are more likely to report a health problem and not
receive care than are the elderly. In addition, the disabled are more likely than the elder-
ly to report a financial barrier as the reason for not receiving care (Figure 17).
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Figure 18
Medicare Beneficiaries Rate Satisfaction With Medical Care: 1993
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SOURCE: Healh Care Financing Adminisiration, Office of the Actuary: Data from the Medicare Currert Beneflclary Survey.

Satisfaction With Care

» Despite these potential access problems, individuals with disabilities are generally satis-
fied with the overall quality of the medical care they receive. When asked to report their
satisfaction with the overall quality of the medical care received in the past, 80 percent
of persons with disabilities reported that they were very satisfied or satisfied. However,
only 60 percent were satisfied with the level of out-of-pocket spending and only 54 per-
cent were satisfied with the availability of care at night and on weekends (Figure 18).
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Figure 19
Enroliment of the Disabled in Medicare Managed Care; 1995
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Managed Care

¢ The disabled are somewhat under-represented in Medicare managed care. While the
disabled make up about 12 percent of the Medicare population, they account for just 3.6
percent of the Medicare HMO (risk and cost) population (Figure 19).
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Figure 20
Number of Medicald Users, by Eligibility Group: 1975-94
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MEDICAID

Eligibility for Medicaid for persons with disabilities is closely linked to eligibility for cash
benefits under the Supplemental Security Income (SSI) program. Persons who do not
receive cash benefits can still qualify for Medicaid coverage through various options open
to the States, including the “medically needy” program and special financial criteria for the
institutionalized.

o In 1994, there were about 40 million individuals enrolled in Medicaid, 35.1 million of
whom received services. Of these 35.1 million users of Medicaid services, about 5.4 mil-
lion (15 percent) were blind and disabled (Figure 20).
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Figure 21
Growth in Medicaid Users, by Eligibility Group: 1975-94
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Between 1990 and 1994, non-disabled children were the fastest growing eligibility group
in Medicaid, growing at an 11 percent average annual rate; the disabled (children and
adults) had the second fastest rate of increase at 10 percent (Figure 21). This recent
rapid growth in the number of persons with disabilities in Medicaid is related to the
growth in the number of persons receiving SSIL
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Figure 22
Maintenance Assistance Status of the Disabled in Medicaid: 1989 and 1994
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e Medicaid eligibility is complex. Eligibility groups are reported by the states to HCFA in
5 categories: (1) categorically needy, receiving cash assistance; (2) categorically needy,
not receiving cash assistance; (3) medically needy; (4) other coverage groups created by
legislation prior to 1988; and (5) coverage groups created by the Medicare Catastrophic
Coverage Act of 1988 and later legislation. In 1994, 73 percent of the Medicaid blind and
disabled fell into the first group—categorically needy cash recipients. The remaining 27
percent qualified for Medicaid benefits through the medically needy program and other
routes to eligibility (Figure 22).
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Figure 23
Medicaid Population and Medicaid Payments, by Eligibility Group: 1994
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» The disabled, like the aged, are high users of Medicaid services. They make up only 15
percent of all Medicaid users, while their spending accounts for 39 percent of all program

payments (Figure 23).
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Fig&ro 24
Medicaid Payments, by Eligibility Group: 1975-94
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SOURCE: Health Care Financing Administration, Bureau of Data Management and Stralegy.

» Total Medicaid payments made on behalf of Medicaid’s disabled enrollees surpassed
payments for all other eligibility groups. In 1994, Medicaid made payments of more than
$42.2 bitlion on behalf of persons with disabilities (Figure 24).
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Figure 25
Use of Medicaid Services by the Aged and Disabled, by Type of Service: 1994
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o The Medicaid services most frequently used by the disabled and aged alike are: pre-
scription drugs, physician services, and outpatient hospital services. Unlike the aged,
nearly 35 percent of whom received Medicaid-financed nursing home care, only 4.2 per-
cent of the disabled in Medicaid received nursing facility care. About 3 percent of the dis-
abled received long-term care services in intermediate care facilities for the mentally
retarded (ICFs/MR) (Figure 25).
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Figure 26
Medicaid Payments per Aged and Disabled User: 1993

$80,000 — - Aged

B3 Disebloct

a0 gas7 5304 £M0 F190 482
o~ [ J r
Total ICFMR Nursing Home Inpatient  Prescription OQuipatient  Physician
Facility Health Hospital Drugs Hospital

SOURCE: Heealth Care Financing Administration, Bureau of Dala Management an Sirategy.

¢ Medicaid payments on behalf of the disabled were 87,706 per user in 1993, somewhat
less than the average Medicaid spending per elderly user of Medicaid services. Those
using ICF/MR services were among the most expensive Medicaid enrollees. Average
annual Medicaid spending for this group was about $60,000. Individuals with disabilities
who received care in nursing homes had annual Medicaid spending of over $18,000 in
1993 (Figure 26).
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Figure 27
Projected Growth in the SSI Disabled Population
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Characteristics of the SSI Disabled Population

¢ As Figure 22 shows, most of the disabled in Medicaid are categorically needy cash recip-
ients. In most States, individuals with disabilities who are receiving SSI payments are
automatically enrolled in Medicaid. The SSI disabled population is expected to grow
from 4.8 million in 1994 to over 7.4 million individuals in 2005 (Figure 27).
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Figure 28
Age Distribution of Disabled $SS| Recipients: 1987 and 1994
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* Younger recipients are a growing share of all SSI disabled recipients. The number of dis-
abled children (17 years of age or under) receiving SSI has grown from 14 percent of the
SSI disabled population in 1987 to 22 percent in 1994, Those 50 years of age or over have
decreased as a share of disabled recipients from 32 percent in 1987 to 26 percent in 1994

(Figure 28).

HEALTH CARE FINANCING REVIEW/Summer 1996/ Volune 17, Number 4 207



Figure 29
Primary Reason for Disability in Children and Adults Receiving SSI Payments: 1994
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¢ Mental impairments, including mental illness, mental retardation, and developmental
disabilities, predominate among both the adult and child SSI populations. In 1994, 67 per-
cent of children and 57 percent of adults were disabled on the basis of a diagnosis of men-
tal impairment (Figure 29).

208 HEALTH CARE FINANCING REVIEW/Summer 1996/Volume 17, Number 4



Figure 30
Age Distribution of Mentally and Physically Disabled SSI Recipients: 1994
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¢ Mentally disabled adult recipients are younger, on average, than other adult recipients.
Sixty-four percent of SSI recipients with mental disabilities are under 40 years of age, while
only 41 percent of those with physical disabilities are under 40 years of age (Figure 30).
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Figure 31
Percent of SSi Disabled Beneficiaries Enrolled In Medicaid Managed Care: Selected States
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Managed Care

o States vary in the extent to which they are enrolling their disabled populations in man-
aged care for their acute-care services. Arizona enrolls the majority of its SSI disabled
population in a mandatory managed care program. States like Massachusetts and Utah
also have enrolled significant numbers of the disabled (Figure 31).
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