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Background

Half of the 59 million Medicare Part A and B 
beneficiaries receive their health care through 
Medicare Advantage plans.1 Medicare Advantage 
plans are private health insurance plans that 
receive a monthly capitated payment from the 
Centers for Medicare & Medicaid Services 
(CMS) to administer Medicare benefits for 
each enrollee. These health plans bear full 
financial risk for each enrollee’s cost of care 
and may offer additional benefits and financial 
protections beyond what is available through 
Fee-For-Service (FFS) Medicare. For example, 
over 99 percent of Medicare Advantage plans 
offer supplemental benefits that are not covered 
by FFS Medicare such as coverage for dental, 
vision, in-home support services, and/or wellness 
services.2 Research and analysis commissioned 

by the Better Medicare Alliance and performed 
by ATI Advisory over the past four years, using 
data from 2016 to 2019, has explored the role 
Medicare Advantage plays in protecting financially 
vulnerable Medicare beneficiaries from out-of-
pocket health care costs. These previous analyses 
are updated and expanded here with new data 
from 2020. 

This report compares Medicare Advantage to 
FFS Medicare on beneficiary out-of-pocket 
spending3  for health care across income and 
chronic conditions to understand how programs 
can better serve the health care needs of their 
beneficiaries. It also documents differences in the 
income distribution and racial makeup of the two 
programs.

1    ATI Analysis of June 2022 Master Beneficiary Summary File.
2    ATI Analysis of 2023 CMS Plan Benefit Packages
3 See Methods for details on how spending data is collected and what is included in out-of-pocket costs.

https://bettermedicarealliance.org/
https://atiadvisory.com/
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Medicare Advantage plans typically offer products 
with prices and cost protections that differ from 
those in FFS Medicare. Health plans may, for 
example, offer zero-dollar premiums and/or 
different deductible and cost-sharing amounts. 
Beneficiaries in Medicare Advantage have 
maximum annual out-of-pocket limits, which do 
not exist in FFS Medicare. On average, Medicare 
Advantage beneficiaries report spending over 
$2,400 less on premium and out-of-pocket costs 
annually compared to FFS Medicare beneficiaries 
(Figure 3). These cost protections may be 
especially valuable to low-income beneficiaries, 
who make up a greater proportion of Medicare 
Advantage than FFS Medicare (Figure 1). 

Lower spending translates to fewer beneficiaries 
cost burdened by their health care expenses.  

Compared to those in Medicare Advantage, FFS 

Medicare beneficiaries report being twice as likely 

to spend more than 20 percent of their income on 

health care premiums and out-of-pocket costs. 

These results persist among beneficiaries with 

numerous chronic conditions (Figure 5). 

Despite lower costs, beneficiaries report similar 

levels of satisfaction in the quality of their health 

care and have similar clinical and functional needs 

across the two programs (Figure 6). Medicare 

Advantage appears to provide an important 

insurance option for beneficiaries who cannot 

afford to fill coverage gaps by purchasing Medigap 

plans or who do not have access to employer 

sponsored wrap-around coverage.

Overview and Implications
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The following analyses use the 2020 Medicare Current Beneficiary Survey to examine the demographics 
and spending of the Medicare population. See the Methods section for more details.

Low-Income, Black, and Latino Medicare Beneficiaries  
Choose Medicare Advantage
Medicare beneficiaries earning incomes under 100 percent of the Federal Poverty Level (FPL) are nearly 
70 percent more likely to enroll in Medicare Advantage than those over 400 percent of the FPL (data 
not shown). This results in low-income beneficiaries comprising a larger portion of Medicare Advantage 
enrollment than FFS Medicare enrollment.4 Figure 1 demonstrates that 52 percent of Medicare Advantage 
beneficiaries live below 200 percent of the FPL, compared to 36 percent of FFS Medicare beneficiaries.5 
Furthermore, the income of nearly two in five FFS Medicare beneficiaries exceeds 400 percent of the FPL 
compared to less than a quarter of Medicare Advantage beneficiaries living above 400 percent of the FPL. 

Figure 1: Distribution of Medicare Beneficiaries by Income as a Percent of 
the Federal Poverty Level 

   

Findings

4 Many low-income Medicare Advantage beneficiaries enroll in a type of Special Needs Plan (SNP) designed for their needs. For example, low-income 
Medicare Advantage beneficiaries who are dually enrolled in Medicaid may enroll in Dual-eligible Special Needs Plans (D-SNPs).

5 In 2020, the federal poverty level was $12,760 per year for a household of one and $17,240 for a household of two.
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Black and Latino beneficiaries are more likely than white beneficiaries to enroll in Medicare Advantage (42 
percent and 45 percent more likely respectively - data not shown). Figure 2 demonstrates that 11 percent 
of Medicare Advantage beneficiaries are Latino compared to 6 percent of FFS Medicare beneficiaries, 
and 14 percent of Medicare Advantage beneficiaries are Black compared to 9 percent of FFS Medicare 
beneficiaries.. 

Figure 2: Percent of Program Enrollment Black or Latino
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All Medicare Advantage All FFS Medicare

$3,114

6  Note, beneficiary spending encompasses spending on health care outside of the Medicare program as well, for example, costs related to a premium 
for a Medigap plan or out-of-pocket expenses for employer-sponsored health insurance are incorporated into total beneficiary spending. This includes 
spending on dental, vision, and hearing. See Methods for more details. 

7 The COVID-19 pandemic significantly impacted health care utilization patterns and likely influenced beneficiary health care spending between 2019 
and 2020.

Medicare Advantage Beneficiaries Spend Less Out of Pocket 
than FFS Medicare Beneficiaries
Among individuals living in the community, the average Medicare Advantage beneficiary spends over 
$2,400 less on health care premiums and out-of-pocket costs than the average FFS Medicare beneficiary 
(Figure 3).6 This difference in out-of-pocket spending grew by $469 since 2019, and $794 since 2018. 
From 2019 to 2020, spending on health care premiums and out-of-pocket costs decreased for Medicare 
Advantage beneficiaries by 12 percent and rose 1 percent for FFS Medicare beneficiaries.7

Figure 3: Average Total Spending (Out-of-Pocket + Premium) for  
All Medicare Beneficiaries in 2020 by Program

 

$5,548
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Because Medicare Advantage beneficiaries are spending less on premiums and out-of-pocket costs, 
fewer experience financial burden from their health care costs. This report defines “cost burden” as 
spending over 20 percent of income on health care costs like out-of-pocket and premium spending. 
Our analysis shows that approximately 10 percent of Medicare Advantage beneficiaries experience cost 
burden, compared to 18 percent of FFS Medicare beneficiaries. Medicare Advantage beneficiaries are 
more likely to be low-income than FFS beneficiaries (Figure 1). However, among Medicare beneficiaries 
under 200 percent of the FPL without the support of Medicaid, beneficiaries in FFS Medicare are 
twice as likely as Medicare Advantage beneficiaries to experience cost burden from their health care 
expenses (Figure 4). 

Figure 4: Percentage of Beneficiaries Who Are Cost-Burdened  
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Across Chronic Conditions, Medicare Advantage Beneficiaries 
Spend Less 
Among beneficiaries reporting three or more chronic conditions, those enrolled in Medicare Advantage 
pay an average of $2,583 less on their health care premium and out-of-pocket costs than FFS Medicare 
beneficiaries; this difference is even greater than the $2,200 difference between programs among 
beneficiaries reporting zero, one, or two chronic conditions (Figure 5). 

Medicare Advantage and FFS Medicare beneficiaries report similar clinical profiles; for example, they 
report experiencing three or more chronic conditions at similar rates (56 percent and 60 percent 
respectively). Across the two programs, beneficiaries reported similar rates of congestive heart failure, 
chronic obstructive pulmonary disease (COPD), serious mental illness, and cognitive impairment. Notably, 
Medicare Advantage beneficiaries report experiencing higher rates of diabetes; 34 percent of Medicare 
Advantage beneficiaries report having diabetes compared to 30 percent of FFS Medicare beneficiaries. 
Further, beneficiaries report receiving help with and difficulty with two or more activities of daily living at 
similar rates (data not shown).

Figure 5:  Average Total Spending (Out-of-Pocket + Premium) for  
Medicare Beneficiaries by Number of Chronic Conditions 
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Flu Vaccine in 
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Medicare Advantage performs similarly to FFS Medicare on key preventative care, access to care, and 
quality measures. Beneficiaries in Medicare Advantage were similarly likely to report receiving the flu shot 
and the first dose of the COVID vaccine compared to FFS Medicare beneficiaries. Further, beneficiaries 
in the two programs report similar rates of having a usual source of care, like a primary care provider. 
Individuals in both programs reported high rates of satisfaction with the quality of their care and the ease 
of getting to their doctor (Figure 6).

Figure 6: Access to Care and Quality of Care Measures by Program
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This report suggests that Medicare Advantage provides cost protections to beneficiaries relative to FFS 
Medicare and that quality and access to preventative care appear to be similar. Low-income beneficiaries 
appear less likely to be cost burdened when enrolled in Medicare Advantage. 

The analysis also shows that beneficiaries enrolled in Medicare Advantage and FFS Medicare are 
clinically and functionally similar (data not shown). Despite these similarities, beneficiaries in Medicare 
Advantage, on average, report spending over $2,400 less on out-of-pocket costs and premiums than 
FFS Medicare beneficiaries. Furthermore, low-income beneficiaries without Medicaid coverage are half 
as likely to be burdened by health care costs if they are enrolled in Medicare Advantage as compared to 
FFS Medicare.

Conclusion
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Spending and enrollment in the Medicare program continue to expand rapidly. Of all major health 
insurance sectors, including employer-sponsored insurance, Medicaid, and federal Marketplace 
insurance, Medicare spending is projected to grow the fastest through 2030, in part due to the 
growing aging population.8  Medicare Advantage plans are positioned to serve a rapidly growing 
number of Medicare beneficiaries through coordination with clinical providers and community-based 
organizations, as well as targeted clinical models and innovative benefit design. The policy landscape 
provides Medicare Advantage plans with the tools to meet the diverse and complex needs of Medicare 
beneficiaries through flexibilities like supplemental benefits, the use of health risk assessments, and 
expanded telehealth opportunities. These policies enable plans to support beneficiary well-being while 
maximizing the value of the Medicare dollar. 

The popularity of the Medicare Advantage program has grown significantly over the past decade and, 
today, nearly half of Medicare beneficiaries are enrolled in the program. Policymakers designed Medicare 
Advantage to offer beneficiaries a health coverage choice at a lower price point, with supplemental 
benefits and higher quality care. The extent to which the Medicare Advantage program is meeting these 
goals and the implications for their overall health and well-being must continue to be examined to build 
on successes.

Looking Ahead

8  CMS. CMS Office of the Actuary Releases 2021-2030 Projections of National Health Expenditures. March 2022.
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Methods 
Using the 2020 Medicare Current Beneficiary Survey (MCBS) and Cost Supplement 
file, ATI Advisory examined how Medicare coverage arrangements are related to 
beneficiaries’ demographics, access to care, and health care costs.

For this analysis, estimates of cost, total spending and cost burden, are limited to 
community-dwelling Medicare beneficiaries given the unique financial experiences of 
individuals living in facility settings. Including all beneficiaries (community and facility) 
would increase total average spending to $3,628 and $6,410 for Medicare Advantage and 
FFS Medicare, respectively. Fewer than three percent of Medicare beneficiaries reside in 
a facility.

Full Methods at: 
https://atiadvisory.com/resources/wp-content/uploads/2023/02/2020-

MCBS-Research-Methods-2023.pdf

https://atiadvisory.com/wp-content/uploads/2020/12/2018-MCBS-Analysis_Research-Methods_December-2020.pdf
https://atiadvisory.com/resources/wp-content/uploads/2023/02/2020-MCBS-Research-Methods-2023.pdf
https://atiadvisory.com/resources/wp-content/uploads/2023/02/2020-MCBS-Research-Methods-2023.pdf

