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Health Care Financing in U.S.

= U.S. health insurance mix of public and private
funding
= Both state and federal governments finance and
regulate health insurance

= The federal Medicare ﬁrogram provides

insurance for nearly all Americans 65 years of
age and older, along with the disabled and
people with end-stage renal disease

= Medicaid: combined federal/state program for
the poor

= Most private health insurance obtained through
employment

Rising Demand for Care

= Aging population: greater prevalence of
chronic diseases, need for long-term care

= Most rapid growth among the “oldest old”
— 85 years of age and older

= Aging population — fewer contributors to
tax base, greater demands on government
financed programs
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Table 4-2.
Relative Per Capita Health Expenditure by Age Group in 12
Countries: Circa 1993

(0-64 = 1.0

Country 6574 65+ 75+
Australia . . 28 40 6.0
Finland. .. ....covenrinrees 28 4.0 5.5
France , . : 22 ‘a0 37
Germany ; 23 27 32
Japan. . e 31 48 5.7
Metherlands .. .. aes (NA) a4 {NA)
New Zealand . .. . 23 3.9 8.2
Portugal 1.4 1.7 21
Sweden . . cees 23 28 34
Switzorland. . ... . 26 40 57
Uniled Kingdom (England) 25 39 56
United States . .. aves 31 42 52

NA Hot available

'Reders 1o ages §0-69

“Refers to ages 60+

Refers to ages 70+

*Reters o ages 65-69.

Mote: Data are relative (o the level of per capita spending for people aged 0-84, which
is set at 1.0

Source: OECD, 1997

Expenditures are High and Rising




Chart 1: Per capita expenditure on health, 2000, in US$ PPPs (1)
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EXHIBIT 3

National Health E litures As A Per Of Gross Domestic Product,

Calendar Years 1984-2010
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SOURCE: Health Care Financing Administration, Office of the Actuary, National Health Statistics Group.
NOTE: BBA is Balanced Budgst Act.
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Expected Cost Increases After 2002

Year 2003 Cost Increases General Trend After 2003
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Challenges

Expenditure growth leads to increase in
insurance premiums and less complete
coverage

Private insurance eroding: more than 40
million uninsured Americans

Increasingly difficult for some hospitals to
subsidize “uncompensated care”

Type of Health Insurance and Coverage
Status: 2000 and 2001

in percént)

Private
Any private 70.9
plan 71.9
Employment 62.6
based 636
Government Insurance
Government : 25.3
4.7
13.5
Medica H
Medicare : 13.5
11.2
Medicaid =
Miliary [ 3.4
health care! 3 3

No insurance

Mot covared 14.6
14.2




Rising Premiums for Health
Insurance

Increases in Health Insurance Premiums
Compared to Other Indicators, 1988-2002

Health Insurance Premiums
Workers Earnings
——Overall Inflation

12.7%
11%
8.3%

4.8%
g SN 3.4%

A 1.6%

Average Annual Premium Costs for Covered
Workers, 2002

All Plans
simge ]| 530,
Family $7,954]
Conventional
single
Family
HMO
single
Family
PPO
single
Family
POS
single
Family

$0 $1,000  $2,000  $3,000  $4,000  $5000  $6,000  $7,000  $8,000

* Estimate i statisticaly ifferent from All Plans by coverage type.
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.




reases! by Plan Typ
g Arrangement, 2002*

14.2%
13.2% 2 12.9%

12.3% 12.0% 124% 12.4%

11.2%

All Plans Conventional HMO PPO

W Fully-Insured O Self-Insured

Employees Shifting to Plans with
Fewer Restrictions

= HMO enrollments declining

= Greatest growth in preferred provider
organization (PPO) plans

Health Plan Enroliments for Covered Workers by
Plan Type, 1988-2002

1988

1993

1996

1998*

1999*

2000*

2001*

2002*
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mc ional ® HMO 11 PPO 0 POS |

* Distribution is statistcally different from the previous year shown: 1996-1998, 1998-1999, 1999-2000, 2000-2001, 2001-2002.
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001,2002; KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996,




Likelihood of Large Employers Making the
Following Changes in the Next Year, 2002

Increase The Amount
Employees Pay

Increase the Amount
Employees pay for
Prescription Drugs

Increase the Amount
Employees pay for (373
Deductibles

Restrict Employee Eligibility [Fpesy

Tor Caverage 2% [

F1% 4%
Drop Coverage Entirely

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

W Very Likely ikely B Not Too Likely O Not At All Likely 0 Don't Know

Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
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Medicare Subject to Similar
Challenges

Rising expenditures

Limited popularity of Medicare managed
care — increasing proportion of
beneficiaries in traditional (fee-for-service)
Medicare

Figure L.D1.-

Incurred Expendi as a Per t: of the Gross
Domestic Product

0%

2000 200 2020 2030 2040 2050 2060 2070

Calendar year




350 :
N
a0 i
J/ \
i hS
@ I "
5 50
a 4
H ; /
200 /
b #
£ .
3 Meq /
I A
/! rd
s
100 = o -
T T T
1985 1990 1995 2000

Yaar
Figure 2: Mumber of Medicare Managed Care Plans
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The Role of Innovation




Relative C ibution of Factors A ing for Average Annual Growth in
National Health Expenditures for Selected Periods: 1973-2005
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Figure A—Estimated Number of Coronary Artery Bypass Grafts (CABGs)
d inal Coranary Angit ies (PTCAs)

and P
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Note: Dta for PTCAS not availabe prior o 1986,

The Near Future

= Growth of “defined contribution”

= Variation in health insurance
arrangements may reveal which plan

types are most satisfactory
= Choice will remain important

= Care without limitations will become too
costly for most Americans




