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Current Conditions

» Rapidly Rising Health Costs



T
* National Health Expenditures and Their

Share of Gross Domestic Product (GDP), 1960-2010

National health spending growth is projected to significantly increase as a
share of GDP over the next decade.
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Increases in Health Insurance Premiums
Compared to Other Indicators, 1988-2005
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Estimate is statistically different from the previous year shown at p<0.05. No statistical tests were conducted for years prior to 1999.

+Estimate is statistically different from the previous year shown at p<.1. No statistical tests were conducted for years prior to 1999.

Note: Data on premium increases reflect the cost of health insurance premiums for a family of four.

Source: KFF/HRET Survey of Employer-Sponsored Health Benefits, 1999-2005; KPMG Survey of Employer-Sponsored Health Benefits, 1993, 1996; The
Health Insurance Association of America (HIAA), 1988, 1989, 1990; Bureau of Labor Statistics, Consumer Price Index (U.S. City Average f Annual Inflation
(April to April), 1988-2005; Bureau of Labor Statistics, Seasonally Adjusted Data from the Current Employment Statistics Survey (April to April), 1988-2005.
SOURCE: Centers for Medicare & Medicaid Services, Office of the Actuary, National Health Statistics Group, National health accounts
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» Rapidly Rising Health Costs

» High U.S. Health Cost Hurts U.S. Global
Competitiveness



Health Care Spending Per Capita by OECD
Country, 1990 and 2002

U.S. spending is significantly higher than other OECD countries.
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Note: Expenditures are measured in U.S. dollars using purchasing power parity rates. 7

Source: Organization for Economic Cooperation and Development (OECD), 1999a
Source: World Health Statistics 2005, Health Systems, http://www3.who.int/statistics/whs2005_healthsystems.xls
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Country, 1990 and 2002

¥ Percent of GDP Spent on Health Care by OECD

The U.S. has had a higher share of GDP spent on health than the OECD median for

the past decade.

9.2

16.0 -
@ 1990 m 2002
14.0 -
12.0 -
10.0 - a6 8.8
e S 7.9 03
8.0 - 6.9
6 6. 6.1
6.0 -
40 - &9
2.0 -
0.0 -
Q = O > > > c o
£ 52 ® ¢ § § § 8 & § %
b O > & a c o)) = < x o °
2 & 5 I 5 S > 2 9 2
z e & o T @

Source: Organization for Economic Cooperation and Development (OECD), 1999a
Source: World Health Statistics 2005, Health Systems, http://www3.who.int/statistics/whs2005_healthsystems.xls
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Male and Female Life Expectancy at birth by

OECD Country, 2003

Female
Australia 78 Australia 83
Czech Republic 72 Czech Republic 79
Denmark 75 Denmark 80
France 76 France 84
Germany 76 Germany 82
Hungary 68 Hungary 77
ltaly 78 ltaly 84
Japan 78 Japan 85
Mexico 72 Mexico 77
Spain 76 Spain 83
Sw eden 78 Sw eden 83
Switzerland 78 Sw itzerland 83
United Kingdom 76 United Kingdom 81
United States 75 United States 80
60 70 75 80 72 74 76 78 80 82 84 86
Source: World Health Organization, World Health Statistics, Adult mortality, 2003, http://www.who.int/globalatlas/dataQuery/default.asp 9
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Current Conditions

» Rising Health Costs

» High U.S. health Cost Hurts U.S. Global
Competitiveness

» Workers Premiums Increase as Value of
Benefits Declines

Copyright © 2006 ERI Economic Research Institute, Inc. All rights reserved.

10



T
BXA

Employee Contributions for Health Insurance,
1980-2000

Percent of workers receiving employer-sponsored health insurance who are required to
contribute toward the cost of coverage, 1980-2000
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NOTES: Data are from the Bureau of Labor Statistics annual survey of employee benefits. Data for 1980 and 1991 are for full-time workers in

larger private industry establishments. Data for 2000 are for full-time and part-time workers in all private industry establishments, regardless of

employment. Other data from the 2000 survey indicate there is little difference in the percent required to contribute by establishment size or by 11
full-time/part-time status.
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‘30@ Employee Contributions to Health Insurance
Premiums, 1988-2005

Employees are paying a higher dollar value, but smaller share of their
health insurance premiums.

Average Monthly Employee

- Percentage of Premium Paid b
Contribution, 1988-2005 = 9 ium Paid by

Covered Employees, 1988-2005

$240 ~ $226 40 -
$200 35 1 3204
29%
30 1 i 28% 704 26%
$160 -
$138 25
$124 $122
$120 i
20 16%
$80 - 9
$51 $52 10 -
4 $34 $37
$40 28 _
-l
$0 - . ' 0 .
Single Coverage  Family Coverage Single Coverage Family Coverage
01988 W 1993 M 1996 H2000 O 2005 01988 W 1993 M 1996 2000 O 2005

12
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001; KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.
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Current Conditions

» Rising Health Costs

» High U.S. Health Cost Hurts U.S. Global
Competitiveness

» Workers Premiums Increase as Value of
Benefits Declines

» Growing Number of Uninsured
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8 Number and Percent Uninsured, 1999-2004
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2004

Characteristics of the Uninsured,

Children Under
19, 20%

Adults 35-64,
40%

Age

Adults 19-34,

Work Status

Part-Time
Workers, 13%

40%

1 or More Full-
Time Workers,
69%

Total = 45.5 million uninsured

Note: The federal poverty level was $19,307 for a family of four in 2004.
Source: KCMU and Urban Institute analysis of the March 2005 Current Population Survey
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¥ Sources of Health Insurance Coverage for the
Under 65 Population, 1980-2000

Over the last two decades, private coverage has declined, public coverage has stayed
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about the same, and the uninsured have grown.
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16

Source: Tabulations of the March Current Population Survey files by Actuarial Research Corporation, incorporating their historical
adjustments.
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» Rising Health Costs

» High U.S. Health Cost Hurts U.S. Global
Competitiveness

» Workers Premiums Increase as Value of
Benefits Declines

» Growing Number of Uninsured
» Growth in Government Spending
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Spending Distribution by Payer, 2004

Despite the perception that U.S. health care is primarily financed by the private sector,

public funds account for 45 percent of medical spending
Total Health Spending: $1.9 Trillion
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State & Local
Medicaid
6%

Federal Other
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36%
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Source: Centers for Medicare and Medicaid Services (CMS), Office of the Actuary. Health Care Costs 101, 2006 California 18
HealthCare Foundation.
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D% Total State Spending and Federal Funds Provided
to States, 2003

Over nineteen percent of state total spending and over forty-two percent of federal
funds provided to states were spent on Medicaid.

Total State Spending* Federal Funds Provided to States
Higher Elementary & Higher
Education Secondary Education
10.8% Public Education 5.2% Public
Elementary & Assistance Assistance
Second.ary 2.2% Transportation R
Education

0,
21.7% 8.7%

Medicaid Corrections

Transportation 21.4% 0.3%
8.2%
Corrections Medicaid
3.5% 43.5%
All Other
All Other 27.7%

32.2%

*Note: When only general funds are examined, the proportions change somewhat. Medicaid is the second largest state program in
either total or general funds.

19
Source: National Association of State Budget Officers, 2003 State Expenditure Report.
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¥ State Children’s Health Insurance Program

Spending and Enrollment, 1998-2001

The SCHIP program covers a growing number of uninsured low-income children.
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*Note: Ever enrolled in SCHIP during the year, not a point in time estimate.

1.0 million

CY98

Enrollment*

2.0 million

FY99

3.3 million

FY2000

4.6 million

FY2001

Source: CMS, Office of the Actuary for spending data. Center for Medicaid and State Operation, FY 2001 SCHIP Annual Enrollment

Report.
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Current Conditions

» Public Policy Focus
* Focus on Health Reform Re-emerges
» Federal Focus — Favorable Tax Treatment
= States — Universal Coverage
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Growth In Healthcare Costs

» What’s Driving Overall health Cost
Growth?

* Technology and Medical Advances
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Infant Mortality

Deaths per 1,000 live births

Infant, neonatal, and postneonatal mortality

rates
40
30 L Infant mortality rate
20
Neonatal mortality rate
10 F
Postneonatal mortality rate
0 1950 1960 1970 1980 1985 1990 1995 2002

Year

SOURCE: Centers for Disease Control and Prevention, National Center for Health Statistics, Health, United States, 20085, figure 27.
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Growth In Healthcare Costs

» What’s Driving Overall Health Cost
Growth?

= Technology and Medical Advances
= Increased Prices & Utilization

25
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Component of Premium Dollars 2005

COMPONENT OF PREMIUM DOLLARS 2005

Source: PricewaterhouseCoopers’ estimates, December 2005

Other*
14% Physician
24%

Other Medical Services
6%

Prescription Drugs
16%

Outpatient
22%

Hospital Inpatient
18%

*Qther is premium attributable to other consumer services, provider support, marketing, government

payments, compliance, claims processing, other administration, and health plan profits. 20
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% Number of Hospital Discharges and Average
Length of Stay, 1980-2000

Hospital discharges and length of stay have declined over the last two decades.
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Note: Non-Federal short-stay hospitals.

Source: Health, United States, 2002, National Center for Health Statistics. Table 91.
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BXA Number of Physician Visits per 1,000 Population,
1985-1998

While there was a drop in the overall number of physician visits during the early nineties, by
1997-98, levels were higher than those in 1985.
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Source: Bernstein AB, Hing E, Burt CW, et al. Trend Data on Medical Encounters: Tracking A Moving Target. Health Affairs 20(3): 58-
72. Mar/Apr. 2001.
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Growth In Healthcare Costs

» What’s Driving Overall Health Cost
Growth?

= Technology and Medical Advances
= |[ncreased Prices & Utilization

= Aging Population and Increased Life
Expectancy

Copyright © 2006 ERI Economic Research Institute, Inc. All rights reserved.
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Aging Population
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SOURCE: Centers for Disease Control and Prevention, National Center for Health Statistics, Health, United States, 2005, figure 2.
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Life Expectancy

Life expectancy
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SOURCE: Centers for Disease Control and Prevention, National Center for Health Statistics, Health, United States, 2005, figure 26.

Copyright © 2006 ERI Economic Research Institute, Inc. All rights reserved.












































































































