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Figure 7 

 

 
 

Source: Authors’ own calculations using the microsimulation model. Health expenditure include Medicare 
and Medicaid. Social Security includes SSI,DI and OASI expenditures. Net Fiscal Impact is the revenue 
change minus the total expenditure change. All amounts in billions $2004 and refer to the difference 
between the European scenario and the status quo defined in Figure 6. 
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Figure 8 

 
Source: Authors’ calculations using the microsimulation model. Amounts in billion $2004 and represent 
the difference between the European scenario and the status quo scenario as defined in Figure 6. Present 
discounted value calculated using a 3% real discount rate from 2004 to 2050. Tax revenue includes Federal, 
State and Social Security amd Medicare Taxes. SS stands for Social Security Benefit Payments, DI for 
disability insurance payments, SSI for Supplemental Security Income payments.  
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Figure 9 

 

 

 
Source: Authors’ calculations using the microsimulation model. The figure shows the average life 
expectancy of a 50 year old under different scenarios regarding the difference between Americans and 
Europeans in terms of doctor diagnosed diseases. 0% refers to a scenario where Americans and Europeans 
have the same prevalence of doctor diagnosed diseases. They have however different levels of obesity and 
smoking. The 100% scenario refers to the scenario considered in the analysis: there is no relative 
underdiagnosis in Europe.  
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Table 1  

Outcomes in the Transition Model 

Health SES & Other

Disease LFP & Benefit Status

heart disease working

hypertension DB pension receipt

stroke SS benefit receipt

lung disease DI benefit receipt

cancer Any Health insurance

diabetes ssi receipt

Risk factors Financial Resources

Smoking Status financial wealth

never smoked earnings

ever smoked wealth positive

current smoker

BMI Status nursing home residence

normal death

overweight

obese

Functional status

No ADL

iADL only

1-2 ADL

3+ ADL

Notes: See Appendix for more details  
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Table 2  

Outcomes in the Model for New Cohorts 

Binary Censored Discrete

working for pay Any db plan

positive wealth Any dc plan

hypertension Censored Ordered

heart disease Early Age eligible DB

diabetes <52

any health insurance 52-57

SRH fair/poor 58>

Normal Age eligble DB

Ordered <57

BMI status 57-61

normal 62-63

overweight 64>

obese Covariates

Smoking status hispanic

never smoked black

ever smoked male

current smoker less HS

Functional status college

No ADL single

iADL only widowed

1+ ADL cancer

Continuous lung disease

AIME (Nominal $USD) stroke

quarters of coverage

earnings

wealth 

dc wealth 

Notes: More detail in appendix.  
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Table 3 

  

 
Per Capita Lifetime Fiscal Effects of European Health Scenario for Cohort in 2004 

Expenditure Category 
Status 
Quo 

European 
Scenario Difference 

Government Revenues    
Federal Tax 46,289 47,637 1,348 
State Tax 16,035 16,535 500 
Social security payroll taxes 16,566 17,031 465 
Medicare payroll taxes 4,020 4,132 112 
Total 82,910 85,335 2,425 
     

Government Expenditures    
Old Age and Survivors Insurance benefits (OASI) 138,123 144,716 6,593 
Supplementary Security Income (SSI) 3,454 3,471 17 
Disability Insurance benefits (DI) 6,356 5,673 -683 
Medicare costs 73,391 68,674 -4,717 
Medicaid costs 21,745 18,058 -3,687 
Total 243,069 240,592 -2,477 

    
Net Fiscal Effect   4,902 
    
Total Health Care Expenditures 210,993 193,202 -17,791 
        

Source: authors' calculations using the microsimulation model for the cohort entering the model 
in 2004. Amounts reported in $2004 USD. Present discounted values computed using a real 
discount rate of 3%. Total Health Care Expenditures include private health insurance and other 
expenditures not covered by Medicare and Medicaid. 
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Table 4  

 

 Population Level Outcomes Under Status-Quo Scenario (2004-2050) 
  Status Quo Estimates 
  Year 
  2004 2030 2050 
Population size (Million) 80.71 122.13 145.05 
Population 65+ (Million) 36.25 66.87 81.37 
Prevalence of selected conditions       

obesity (BMI >=30) (%) 28.1% 41.1% 45.8% 
over weight (25<=BMI<30) (%) 38.1% 37.8% 36.3% 
Ever-smoked 58.6% 48.0% 38.6% 
Smoking now 16.9% 9.6% 6.2% 
Diabetes 17.0% 24.8% 27.8% 
Heart disease 23.0% 28.1% 29.9% 
Hypertension 50.9% 58.9% 62.2% 

Government revenues from aged 51+ (Billion $2004)     
Federal personal income taxes 216.44 228.62 249.33 
Social security payroll taxes 73.82 86.79 96.63 
Medicare payroll taxes 18.67 20.98 23.33 

Government expenditures from aged 51+ (Billion $2004)       

Old Age and Survivors Insurance benefits (OASI) 417.15 992.47 1,272.07 
Disability Insurance benefits (DI) 36.99 36.02 40.77 
Supplementary Security Income (SSI) 17.06 26.44 37.94 
Medicare costs 290.24 549.44 735.69 
Medicaid costs 118.72 152.66 228.44 

Total medical costs for aged 51+ (Billion $2004) 851.05 1,412.58 1,826.03 
Source: authors' calculation using the microsimulation model under the status quo scenario described in 
the text.  All dollars are in 2004 values. Output reported for the years 2004, 2030 and 2050. 
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Table 5   

 

 

2030 2050 2030 2050

Population size (Million) 123.74 150.81 1.605 5.752

Population 65+ (Million) 67.95 86.52 1.072 5.147

Prevalence of selected conditions

obesity (BMI >=30) (%) 27.5% 21.6% -0.136 -0.242

over weight (25<=BMI<30) (%)36.4% 35.6% -0.013 -0.007

Ever-smoked 38.2% 28.0% -0.098 -0.107

Smoking now 7.9% 5.3% -0.016 -0.010

Diabetes 19.1% 17.0% -0.057 -0.108

Heart disease 25.1% 25.7% -0.030 -0.042

Hypertension 50.3% 48.3% -0.086 -0.139

Government revenues from aged 51+ (Billion $2004)

Federal personal income taxes 244.59 275.97 15.970 26.644

Social security payroll taxes 88.75 99.11 1.957 2.481

Medicare payroll taxes 21.46 23.95 0.480 0.620

Government expenditures from aged 51+ 

(Billion $2004)

Old Age and Survivors 

Insurance benefits (OASI) 1,004.97 1,342.42 12.499 70.358

Disability Insurance benefits 

(DI) 32.29 35.94 -3.732 -4.837

Supplementary Security Income (SSI)25.55 38.83 -0.890 0.890

Medicare costs 527.96 699.21 -21.481 -36.488

Medicaid costs 133.50 201.49 -19.158 -26.951

Net Fiscal Effect 51.169 26.773

Total medical costs for aged 51+ (Billion 

$2004) 1,327.72 1,701.61 -84.854 -124.422

Source: authors' calculations using the microsimulation model under the European 

scenario. All dollars in 2004 values

Population Level Outcomes under European Scenario (2004-2050)

Absolute ChangeEuropean Scenario
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Appendix 

 

Table A.1 Question Text for Prevalence of Chronic Conditions 

 

HRS SHARE

Question Has a doctor ever told you 

that you have …

Has a doctor ever told you that you 

had any of the conditions on this 

card? Please tell me the number or 

numbers of the conditions. 

Heart disease ...a heart attack, coronary 

heartdisease, angina, 

congestive heart failure, or 

other heart problems?

...A heart attack including myocardial 

infarction or coronary thrombosis or 

any other heart problem including 

congestive heart failure

Hypertension ...high blood pressure or 

hypertension?

...High blood pressure or 

hypertension

Stroke ...a stroke? ...A stroke or cerebral vascular 

disease

Diabetes ...diabetes or high blood 

sugar?

...Diabetes or high blood sugar

Lung disease ...chronic lung disease such 

aschronic bronchitis or 

emphysema?

...Chronic lung disease such as 

chronic bronchitis or emphysema

Cancer ...cancer or a malignant 

tumor, excluding minor skin 

cancers?

...Cancer or malignant tumour, 

including leukaemia or lymphoma, 

but excluding minor skin cancers

Notes: Extract from Questionnaire from each survey. 
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