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Health Care Financing in U.S.Health Care Financing in U.S.
U.S. health insurance mix of public and private U.S. health insurance mix of public and private 
fundingfunding

Both state and federal governments finance and Both state and federal governments finance and 
regulate health insuranceregulate health insurance

The federal Medicare program provides The federal Medicare program provides 
insurance for nearly all Americans 65 years of insurance for nearly all Americans 65 years of 
age and older, along with the disabled and age and older, along with the disabled and 
people with endpeople with end--stage renal diseasestage renal disease
Medicaid:  combined federal/state program for Medicaid:  combined federal/state program for 
the poorthe poor
Most private health insurance obtained through Most private health insurance obtained through 
employmentemployment
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Rising Demand for CareRising Demand for Care

Aging population:  greater prevalence of Aging population:  greater prevalence of 
chronic diseases, need for longchronic diseases, need for long--term careterm care
Most rapid growth among the Most rapid growth among the ““oldest oldoldest old””
–– 85 years of age and older85 years of age and older
Aging population Aging population –– fewer contributors to fewer contributors to 
tax base, greater demands on government tax base, greater demands on government 
financed programsfinanced programs
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Expenditures are High and RisingExpenditures are High and Rising
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ChallengesChallenges

Expenditure growth leads to increase in Expenditure growth leads to increase in 
insurance premiums and less complete insurance premiums and less complete 
coveragecoverage
Private insurance eroding: more than 40 Private insurance eroding: more than 40 
million uninsured Americansmillion uninsured Americans
Increasingly difficult for some hospitals to Increasingly difficult for some hospitals to 
subsidize subsidize ““uncompensated careuncompensated care””
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Rising Premiums for Health Rising Premiums for Health 
InsuranceInsurance

1414

18%

12.7%

11%

8.3%

4.8%

0.8%

8.5%

12%

0

2

4

6

8

10

12

14

16

18

20

1988
1989

1990
1991

1992
1993

1994
1995

1996
1997

1998
1999

2000
2001

2002

Health Insurance Premiums
Workers Earnings
Overall Inflation

1.6%

3.4%

Increases in Health Insurance Premiums Increases in Health Insurance Premiums 
Compared to Other Indicators, 1988Compared to Other Indicators, 1988--20022002

Source:  KFF/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002; KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.

Note: Data on premium increases reflect the cost of health insurance premiums for a family of four.
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ifornia Employers Health Benefits Survey     2000
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* Estimate is statistically different from All Plans by coverage type.

Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
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Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
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Note1:  Fully insured plans measure premium increases, self-insured measures cost increases.

*  Tests found no statistically different estimates between Fully Insured and Self-Insured within a plan type.
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Employees Shifting to Plans with Employees Shifting to Plans with 
Fewer RestrictionsFewer Restrictions

HMO enrollments decliningHMO enrollments declining
Greatest growth in preferred provider Greatest growth in preferred provider 
organization (PPO) plansorganization (PPO) plans

ifornia Employers Health Benefits Survey     2000
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Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001,2002; KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.
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Likelihood of Large Employers Making the 
Following Changes in the Next Year, 2002
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Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
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Medicare Subject to Similar Medicare Subject to Similar 
ChallengesChallenges

Rising expendituresRising expenditures
Limited popularity of Medicare managed Limited popularity of Medicare managed 
care care –– increasing proportion of increasing proportion of 
beneficiaries in traditional (feebeneficiaries in traditional (fee--forfor--service) service) 
Medicare Medicare 
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The Role of InnovationThe Role of Innovation
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Relative Contribution of Factors Accounting for Average Annual Growth in 
National Health Expenditures for Selected Periods: 1973-2005
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The Near FutureThe Near Future

Growth of Growth of ““defined contributiondefined contribution””
Variation in health insurance Variation in health insurance 
arrangements may reveal which plan arrangements may reveal which plan 
types are most satisfactorytypes are most satisfactory
Choice will remain importantChoice will remain important
Care without limitations will become too Care without limitations will become too 
costly for most Americanscostly for most Americans


