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Introduction
The original reason health insurance coverage was offered was to shield those covered from the financial risk of needed, but costly, 
health care interventions. Therefore, one would expect that those with health insurance would have no, or a greatly reduced likelihood 
of, medical debt. Indeed, national studies have shown that those with health insurance do have a lower likelihood of medical debt. In 
2007, it was estimated that 19 percent of the US adult population had problems paying medical bills.1 This figure was 34 percent for 
those without insurance and 18 percent for those who were insured. Another study in the same year estimated that 41 percent of the 
US population aged 19 to 64 had problems paying medical bills, accrued debt, or both.2, 3 This figure was 61 percent for those without 
insurance and 37 percent for those insured. 

However, simply having health insurance is not a reliable shield against medical bill problems and debt. As noted above, 18 percent of 
the adult US population with health insurance had problems paying bills.4 It has also been shown that those with inconsistent cover-
age (i.e., those insured now, but uninsured for at least part of the past year), and those with consistent, but inadequate coverage (i.e., 
those considered to be underinsured) have medical debt rates similar to those seen in those who are uninsured.5, 6 

This report is the second in a series designed to explore the prevalence, predictors and consequences of medical debt in Arizona. 
The first report in this series presented data demonstrating that medical debt is an important and wide-spread problem that causes 
substantial financial hardship in Arizona. This second report in the series focuses on the role of health insurance in medical debt. 
These reports are based on data from the 2008 adult Arizona Health Survey (AHS 2008), a comprehensive survey of 4,200 households 
designed to assess health insurance coverage, health status, health-related behaviors, and social and environmental factors that  
affect population health.7
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The Relationship between Health Insurance and Medical Debt
According to the 2008 Arizona Health Survey, 29 percent of Arizona adults aged 18 to 64 years were currently paying off medical bills 
or had problems paying medical bills in the past year (Table 1). As expected, the prevalence of these problems was higher for those 
without health insurance (36%) than those who were insured at the time of the survey (27%). However, those with insurance still had 
substantial problems with medical bills and debt, and certain insured groups fared even worse than those without insurance.

Across those with different types or sources of insurance, adults under 65 years of age with Medicare coverage had the highest preva-
lence of problems paying medical bills, current medical bills, or both (39%). Note that for individuals younger than 65 years of age to 
be covered under Medicare they must be disabled or have end-stage renal disease (www.medicare.gov). The prevalence of medical 
bill and debt problems was next-highest for those covered under AHCCCS (Arizona’s Medicaid program) and lowest for those with 
employer-sponsored or direct purchase health insurance.

Nationally in 2007, the proportion of adults reporting problems paying medical bills was lowest for those with employer-sponsored 
coverage (15%) and highest for those covered by Medicaid (28%).8 These figures are remarkably similar to those seen in Arizona adults 
for these groups (15% and 27%, data not shown). The national survey did not separate out those under 65 years on Medicare. 

Arizonans 18 to 64 years of age who were insured at the time of the survey, but were uninsured at some time during the past year, had 
a higher prevalence of medical bill problems or current bills than those without insurance (43% versus 36%).* Those with healthcare 
coverage only—i.e., no coverage for prescriptive drugs, dental, or mental health services—also had higher rates than the uninsured 
(42% versus 36%). Having limited coverage benefits is one measure of what is called underinsurance.9-11 One in five in this group 
(twice the rate of other insured groups) reported both that they had problems paying bills and that they were currently paying off 
medical bills.

A national study of adults 19 to 64 years of age also found that those who were underinsured or were uninsured during the year had 
rates of medical bill problems and medical debt that were higher than those who were uninsured all year.12 This national study showed 
that 61 percent of those who were underinsured according to any of several definitions, and 61 percent of those who were uninsured 
during part or all of the year had medical bill problems or were currently paying off medical bills. This was compared to 26 percent of 
those who were insured all year and not underinsured. Similarly, the prevalence of these problems nationally in those with healthcare 
coverage only (44%) was higher than the prevalence in those with healthcare coverage plus both prescription and dental coverage 
(29%). The financial effects of a loss in insurance or disruption in coverage seem to be felt quickly. A study of a large Medicaid 
population, some of whom lost coverage in 2003 due to cost-saving strategies, showed that compared to those who maintained 
stable coverage, those with disrupted coverage and those who lost coverage were two and three times, respectively, more likely 
to report medical debt problems in the next six months.13

 

* About two-thirds (65%) of those with gaps in coverage were on employer-sponsored insurance at the time of the survey and about one quarter (26%) were on AHCCCS. 
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Percent (estimated  
number*) of each of  

the categories below  
who have:

Problems paying  
or unable to pay  

medical bills  
in past year

 
 

Currently paying off 
medical bills

 
Both problems paying 

AND currently paying off 
medical bills

 
Problems paying  

OR currently paying off 
medical bills

Table 1:  Prevalence of medical debt by type of insurance (Arizonans 18 to 64 years of age)

All Arizonans 	 20%	 19%	 10%	 29% 
18 to 64 years of age	 (748,311)	 (729,861)	 (381,281)	 (1,096,890)

No insurance	 28%	 19%	 11%	 36% 
	 (128,013)	 (71,168)	 (238,389)	 (181,544)

Insured	 18%	 19%	 10%	 27% 
	 (563,423)	 (601,305)	 (309,571)	 (855,158)

Type of insurance

Employer**	 15%	 19%	 9%	 25% 
	 (343,727)	 (436,317)	 (212,211)	 (567,833)

Medicare**	 31%	 23%	 15%	 39% 
	 (90,221)	 (66,739)	 (42,954)	 (114,008)

AHCCCS**	 27%	 17%	 11%	 33% 
	 (158,334)	 (102,518)	 (64,249)	 (196,603)

Direct purchase	 12%	 19%	 8%	 23% 
	 (20,568)	 (32,966)	 (13,817)	 (39,717)

Other	 19%	 21%	 15%	 26% 
	 (9,457)	 (10,333)	 (7,312)	 (12,478)

Continuity of coverage

Insured continuously	 16%	 19%	 10%	 26% 
	 (467,888)	 (548,518)	 (273,104)	 (743,301)

Uninsured part of	 37%	 21%	 15%	 43%	  
past year ***	 (93,175)	 (52,297)	 (36,467)	 (109,006)

Breadth of coverage

Healthcare coverage only	 38%	 24%	 19%	 42%
	 (53,624)	 (27,425)	 (27,425_	 (60,562)

Above + prescriptions	 25%	 20%	 11%	 34% 
	 (203,058)	 (161,154)	 (90,571)	 (273,640)

Above + dental, 	 13%	 20%	 9%	 24% 
mental health	 (185,559)	 (283,531)	 (124,314)	 (344,776)

*The numbers contained in parentheses in each cell may not always add up to expected totals due to missing data.

** These insurance categories contain individuals who may also have other types of coverage.

*** Insured at time of survey, but not continuously insured for the past twelve months.

Financial Hardship by Health Insurance Status and Type
In order to further understand the impact of health insurance on medical debt and its consequences, Figure 1 shows the prevalence  
of different types of financial hardship reported by those with medical bill problems or current debt. In general, those who were  
insured at the time of the survey, but were uninsured at some point in the past year, reported more financial hardship than those who 
were uninsured at the time of the survey. In addition, both these groups generally had more financial hardship than those who were 
continually insured. One exception to these trends was found in those taking out a loan or using up savings; more uninsured reported 
this hardship than those insured, but not continuously (44% versus 39%). Three-quarters of those with non-continuous insurance  
coverage and who reported medical bill problems or medical debt also reported that they experienced one or more financial hardships.
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Figure 1:  Financial hardship due to medical debt by insurance status (Arizonans 18 to 64 years of age)

A similar pattern of financial hardship was reported in a national survey of adults aged 19 to 64.14 Those who were insured at the time 
of the survey, but were not insured for the entire year, had the highest prevalence of all financial hardship categories except one; those 
uninsured had a slightly higher prevalence of using up savings. It is interesting to note that although a larger proportion of individuals 
who were insured (both in Arizona and in this national study) reported taking on credit card debt to pay medical bills, it seems that 
the size of their credit card debt may be smaller. A national study of the relationship between medical expenses and credit card debt 
reported that for those identified as medically indebted (i.e., those who reported that medical expenses contributed to their credit 
card debt and who reported a major medical expense in the previous three years) the average size of credit card debt was lower for 
those with health insurance ($10,973) than for those without ($14,512).15

Arizonans with employer-sponsored insurance appear to take different approaches to juggling medical debt than do those covered by 
AHCCCS. Those with AHCCCS report a higher rate of being unable to pay for basic necessities (50% compared to 22% for employer-
sponsored) and those with employer-sponsored insurance report a higher rate of taking on credit card debt (39% compared to 20% 
for AHCCCS). These results are consistent with the lower average incomes, and likely lower access to credit, of those on AHCCCS 
compared to those with employer-sponsored insurance. 

Size of Debt by Health Insurance Status and Type
One in five of Arizonans 18 to 64 years of age reports that he or she is currently paying off medical bills (Table 1). This proportion is 
roughly the same no matter the insured status or type. Table 2 shows the breakdown of the amount of debt being paid by those report-
ing current medical debt. The size of the bills facing each group varies somewhat with those who are uninsured reporting the highest 
prevalence of current bills of $8,000 or more. Not surprisingly, this group also has the highest average medical debt per person at 
$3,799. This figure is calculated by assigning the debt value as the mid-point of the selected range and using $10,000 as the “mid-
point” for those reporting that their current debt is more than $8,000. It is interesting to note that the prevalence of current medical 
bills and the average medical debt per person is fairly consistent across all groups. For comparison, the prevalence of current medical 
debt is lower in those over 65 years of age (10%), but their average medical debt is similar at $3,351. 

Continuously Insured

Unable to 
Pay for Basic 
Necessities

Take Out a 
Loan or Used 

Up Savings

Take on 
Credit Card 

Debt

Any of 
the Above

Unable to 
Pay for Basic 
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Take on 
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Debt

Any of 
the Above
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Take on 
Credit Card 
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Any of 
the Above

Insured Now, But Not All Year Not Insured

27%
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36%
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	 Continuous  
insurance

Insured now,  
but not all year

 
Not insured

Employer-sponsored 
insurance

AHCCCS 
coverage

	 INSURANCE STATUS	 TYPE OF COVERAGE

Table 2:  Size of medical debt by health insurance status and type

Arizonans 18 to 64 	 548,518	 52,297	 128,013	 436,317	 102,518 
years of age who  
are currently paying  
off medical bills*	

Percent (estimated number) of each group currently paying off medical bills that are:

Less than $2,000	 54%	 42%	 43%	 54%	 50% 
	 (297,223)	 (22,207)	 (54,618)	 (234,326)	 (51,623)

$2,000 to $3,999	 13%	 39%	 12%	 14%	 17% 
	 (73,720)	 (20,466)	 (15,726)	 (61,471)	 (16,940)

$4,000 to $7,999	 10%	 16%	 12%	 10%	 23% 
	 (55,956)	 (8,615)	 (15,864)	 (45,341)	 (23,158)

$8,000 or more	 14%	 2%	 16%	 14%	 9% 
	 (77,622)	 (1,009)	 (21,056)	 (61,806)	 (9,574)

Don’t know	 5%	 0%	 16%	 4%	 1% 
	 (27,816)	 0 	 (20,749)	 (19,538)	 (1,222)

Refused	 3%	 0%	 0%	 3%	 0%
	 (16,182)	 0 	 0 	 (13,836)	 0 

Average medical 	 $3,231	 $2,780	 $3,799	 $3,248	 $3,328 
debt per person  
with debt

*The totals for each column are taken from the second column of Table 1.

A national survey of adults 19 to 64 years of age also showed the highest prevalence of current bills of $8,000 or more in the uninsured.16 

However, that study showed a slightly higher prevalence of bills $8,000 or more than what was seen in Arizona (20% versus 16%). 

It is important to note that 75 percent of those currently paying off medical bills were continuously insured, 7 percent were insured at 
the time of the survey, but not continuously over the past year, and only 18 percent were uninsured. The total medical debt currently 
being carried by Arizonans 18 to 64 years of age is divided similarly. Those who were continuously insured are carrying 74 percent 
of total medical debt, and 80 percent is owed by those insured at the time of the survey (data not shown). These figures are in line 
with what was seen in other studies. A study of those seeking consumer credit counseling services also found that 75 percent of their 
clients, who indicated that a medical incident contributed to their overall debt burden, were insured at the time of the incident.17 

Another study of those citing a medical cause when filing for bankruptcy also found that three-quarters were insured at the onset of 
the bankrupting illness.18  
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Medical Debt by Demographic Categories,  
and Insurance Status and Type
Across most demographic groupings, current medical debt and problems paying medical bills are generally most common in those 
who were insured at the time of the survey, but who were uninsured at some point in the past year, and least common in those who 
were continuously insured (Table 3). The most noteworthy exception to this pattern was seen in households headed by single males. 
For this group the prevalence of medical debt problems was about twice as high in those who were uninsured than in those continu-
ously or not continuously insured (33% versus 16% and 17%, respectively). Again, across household heads, children in the home or 
not, and age categories, those with AHCCCS coverage tend to show a substantially higher prevalence of medical debt problems than 
those covered by employer-sponsored health insurance. Households with single heads were the exception to this rule with similar 
rates of current debt or problems paying bills under both types of coverage. 

These patterns do not continue when individuals are grouped by annual income. Those who were uninsured had a higher prevalence 
of medical debt problems than those continuously insured only in the very lowest income category (less than $10,000 annually) and 
in the two upper categories (all those with incomes greater than $40,000 per year). Being insured did not seem to help avoid medical 
debt in those making $20,000 to $40,000 per year and seems to have been somewhat of a detriment to those with annual incomes 
between $10,000 and $20,000. It could be that these lower income groups were more likely to be underinsured. 

A national survey of adults reported problems paying medical bills by insured/uninsured status and income as a percent of the federal 
poverty level.19 These results showed the prevalence of these problems was consistently higher in the uninsured group and that the 
difference between those insured and uninsured increased as income increased. Their federal poverty level categories started at a 
level roughly equivalent to annual incomes of $40,000 or less and went up from there. Therefore, the results in Arizona appear to show 
roughly the same pattern as those seen nationally.
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	 Continuous  
insurance

Insured now,  
but not all year

 
Not insured

Employer-sponsored 
insurance

AHCCCS 
coverage

Table 3:  Medical debt by demographic category and insurance status and type*

All Arizonans 	 26%	 43%	 36%	 25%	 33% 
18 to 64 years of age	 (742,550)	 (109,005)	 (238,389)	 (567,833)	 (196,602)

Household head and children		

Single female	 29%	 58%	 38%	 32%	 32% 
	 (142,040)	 (35,894)	 (31,372)	 (103,707)	 (70,285)

Single male	 16%	 17%	 33%	 17%	 13% 
	 (66,168)	 (6,186)	 (66,543)	 (54,553)	 (10,342)

Married/couple	 27%	 44%	 37%	 25%	 39% 
	 (534,342)	 (66,925)	 (140,474)	 (408,821)	 (115,976)

Children in	 30%	 39%	 42%	 28%	 35% 
household	 (434,746)	 (65,065)	 (177,092)	 (315,613)	 (138,766)

No children 	 22%	 51%	 26%	 22%	 29% 
in household	 (307,060)	 (43,940)	 (61,297)	 (250,724)	 (57,836)

Age in years		

18-29	 22%	 40%	 30%	 25%	 28% 
	 (137,641)	 (51,837)	 (75,691)	 (121,822)	 (69,898)

30-39	 31%	 38%	 44%	 29%	 37% 
	 (194,817)	 (19,309)	 (80,182)	 (139,667)	 (48,070)

40-49	 29%	 56%	 44%	 28%	 44% 
	 (203,269)	 (24,265)	 (53,813)	 (160,558)	 (53,390)

50-64	 23%	 53%	 28%	 21%	 27% 
	 (207,280)	 (13,594)	 (28,703)	 (145,491)	 (25,245)

Household annual income		

Under 10k	 22%	 **	 29%	 29%	 16% 
	 (38,753)	 **	 (12,139)	 (13,213)	 (23,418)

10-20k	 39%	 66%	 31%	 42%	 41% 
	 (87,804)	 (32,062)	 (55,451)	 (34,249)	 (67,648)

20-40k	 38%	 60%	 40%	 36%	 51% 
	 (190,323)	 (36,822)	 (83,677)	 (124,711)	 (77,356)

40-60k	 34%	 19%	 47%	 31%	 47% 
	 (143,508)	 (8,968)	 (43,075)	 (129,743)	 (11,658)

More than 60k	 18%	 38%	 38%	 19%	 8% 
	 (211,918)	 (25,184)	 (32,270)	 (212,992)	 (3,078)

*The numbers contained in parentheses in each cell may not always add up to expected totals in this or previous tables due to missing data.

** The sample size in this cell is too small for estimation.

Hispanic Arizonans report a higher prevalence than non-Hispanics of problems paying medical bills and medical debt when insured 
continuously (32% versus 24%), but a lower prevalence when insured only part of the year (34% versus 49%). The rates of medical 
debt between Hispanic and non-Hispanic Arizonans are very similar for those uninsured (35% versus 36%) and for those insured 
through employer-sponsored insurance (28% versus 25%) and AHCCCS (31% versus 34%). 

Similar to what was seen in a 2003  national survey,20 twice as many Arizona families with no members insured have problems paying 
medical bills than families with all members insured (39% versus 18%, data not shown). 
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Medical Debt by Health Status and Insurance Status and Type
The patterns noted below and seen in Figure 1 and Table 3 continue across the health states shown in Table 4:

•	 the highest prevalence of medical bill problems and current debt is found in those with inconsistent coverage,

•	 the lowest prevalence of these problems is found in those with continuous insurance, and

•	 those with AHCCCS coverage have a higher prevalence of these problems than those with employer-sponsored insurance. 

The major exception to these patterns is found in those who rate their overall health as fair or poor. In this group those with continu-
ous insurance report a higher prevalence of problems paying bills or current debt than those uninsured and those with employer-
sponsored insurance report a higher prevalence than those covered by AHCCCS. 

Table 4:  Medical debt by health status and by insurance status and type*

Fair or Poor health	 47%	 65%	 42%	 51%	 44% 
	 (234,600)	 (21,440)	 (66,646)	 (143,275)	 (78,147)

Good, Very Good, 	 21%	 40%	 34%	 22%	 28% 
or Excellent health	 (508,702)	 (87,565)	 (171,743)	 (424,558)	 (118,455)

Have chronic 	 33%	 54%	 44%	 33%	 37% 
physical condition	 (492,684)	 (47,685)	 (100,137)	 (369,346)	 (114,524)

Have chronic psych-	 40%	 79%	 52%	 43%	 45% 
ological condition	 (190,748)	 (35,398)	 (42,227)	 (131,520)	 (74,,763)

Have any chronic 	 33%	 59%	 44%	 33%	 38% 
condition	 (538,069)	 (67,693)	 (110,072)	 (406,427)	 (140,270)

No chronic 	 17%	 30%	 32%	 16%	 25% 
condition	 (205,232)	 (41,313)	 (128,317)	 (161,406)	 (56,332)

*The numbers contained in parentheses in each cell may not always add up to expected totals in this or previous tables due to missing data.

It is notable that, of those inconsistently insured over the year who report health problems, over half have medical debt problems.  
This figure reaches almost 80 percent for those with chronic psychological problems. As discussed in the first report in this series on 
medical debt, those with chronic psychological problems consistently report more medical bill problems and debt than those with 
chronic physical problems or those with no chronic condition.

	 Continuous  
insurance

Insured now,  
but not all year

 
Not insured

Employer-sponsored 
insurance

AHCCCS 
coverage
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Discussion 
Almost anyone can incur substantial out-of-pocket medical expenses in the face of a serious illness or injury. Health insurance was 
developed to protect those covered from the full financial risk of the sometimes-costly health care required after illness or injury. 
Therefore, one would expect that those with health insurance would have a greatly reduced likelihood of unmanageable out-of-pocket 
medical expenses. 

In general, the results of the AHS 2008 indicate that those with health insurance are less likely to have their financial resources 
overwhelmed by these expenses. Equal rates of those with and without insurance report that they are currently paying off medical bills 
(19% each), but about 50 percent more of those without insurance report problems paying medical bills than those with insurance 
(28% compared to 18%). On average, health insurance does reduce the likelihood of medical debt problems; however, a substantial 
proportion of those with insurance still report problems paying bills and current medical debt, and those with certain types of insurance 
report more problems than those without insurance.

Health insurance is not protecting Arizonans from medical debt. Over 80 percent of those currently paying off medical debt have 
health insurance, and 80 percent of the total amount of medical debt owed by Arizonans 18 to 64 years of age is in the hands of 
those with coverage. Three-quarters of those reporting that they were unable to pay for basic necessities because of medical bills 
have health insurance. 

It seems that continuity of coverage matters. Those who were insured at the time of the survey, but uninsured at some time during the 
previous year, more often reported problems paying medical bills and more often reported that they were currently paying off medical 
bills than those without coverage. This was true across groups of different ages, types of households, and health states. 

The adequacy or comprehensiveness of coverage also matters. Those who have healthcare-only insurance with no coverage of  
prescription drugs, dental procedures and mental health services tended to report medical debt problems at a substantially higher 
rate than those with better coverage. 

Summary 
Health insurance is no guarantee against medical debt in Arizona. Those with intermittent coverage and those with basic healthcare-
only coverage experience medical debt problems at a higher rate than those without insurance. However, even those with continuous 
and more complete coverage report problems paying medical bills or current medical debt. Future reports in this series will examine 
the predictors and consequences of medical debt problems in Arizona.
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