National Healthcare Trends

Components of Gross Domestic Product (GDP) Q22005. . . . . ... ... ..
National Health Expenditures (NHE) and Percentage of GDP 2000-2010 . . . .
National Health Expenditures per Capita 1990-2005 . . . . .. ... ... ...
International Health Spending per Capita2002 . . . . . . . ... .. ... ...
The Nation’s Healthcare Dollar2003 . . . . . . .. ... .............
Private Insurance Healthcare Dollar2003 . . . . . ... ... ... .......
Annual Percent Change in Private Spending per Capita 1994-2004 . . . . . . .

Medical Care Consumer Price Index Compared to Other
Categories 2000-2005 . . . . . . . . . . i i e e e e e e e e e e

Producer Price Indices 1999-2005. . . . . . . . . . . . . . . . ...

Government Expenditures for Health Services and Supplies
as a Percent of Total Health Expenditures 1987-2003 . . . . . . . ... ... ..

Hospital Payment-to-Cost Ratio for Medicare,
Medicaid and Private Payers 1993-2003 . . . . . . . . . . . . . . ... ...

Blue Cross and Blue Shield Association



National Healthcare Trends

The Medical Cost Reference Guide provides information on how
the United States (U.S.) healthcare system is financed and the
costs associated with providing health services. Understanding
the economics of our healthcare system is an important step
toward creating solutions that lead to better, more affordable
care.

U.S. healthcare spending was nearly $1.7 trillion in 2003 and is
expected to grow to almost $2 trillion by 2005. Our healthcare
system continues to grow at a rate much faster than the rest of
the economy, including food, wages and other costs of living.
Key statistics from this section include:

m Healthcare expenditures are expected to account for more
than 17% of the Gross Domestic Product by 2010, up from
13% in 2000.

m The U.S. spends more money on healthcare than most
other developed countries. Per capita, U.S. healthcare
expenditures were approximately $5,000 in 2002. In adjusted
per capita dollars, the U.S. is 244% higher than the United
Kingdom and 180% higher than Canada.

m Private health insurance pays a significant portion of
healthcare costs, about 36%, while the combined total paid
by Medicare, Medicaid and other public sources is 45%.

m Prior to 2005, the annual growth rates for medical care and
prescription drugs and medical supplies exceeded that for
the overall Consumer Price Index (CPI). However, in 2005,
the gap had all but closed between the healthcare categories
and the overall CPI. The Producer Price Index indicates that
prices for pharmaceutical production and hospitals have
increased faster than those for physician services, medical
laboratories and diagnostic imaging services.
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National Healthcare Trends

Components of Gross Domestic Product (GDP) Q2 2005 National Health Expenditures (NHE) and Percentage of GDP

2000-2010
Healthcare is the largest sector of the economy, ahead of Healthcare expenditures are projected to more than double
housing and food. between 2000 and 2010, and healthcare is expected to account

for 17% of the Gross Domestic Product by 2010.

12% $3000 17.3%
54
15.3% 15.4%
$2500
9.9% 9.7%
9%
$1,937
o o O $1,805
S S $1,679
S o = s1426 1559
g ’ 1S S $1,310
BE z
LD $1000
3%
$500
0% 50 1 1 1 1 1 1
Health Housing Food National Auto 2000 2001 2002 2003 2004* 2005* 2010*
Defense
- National Health Expenditures =@ Percent of GDP
Source: Bureau of Economic Analysis (2005) *Projected by Centers for Medicare and Medicaid Services.

Source: Adapted from Centers for Medicare and Medicaid Services (2005a)

7 Blue Cross and Blue Shield Association



National Healthcare Trends

National Health Expenditures per Capita 1990-2005 International Health Spending per Capita 2002
One consequence of the rise in overall healthcare expen- In fact, the U.S. spends much more per person on healthcare
ditures is that estimated per capita expenditures rose 41% than other countries, as well as a larger percent of Gross
between 2000 and 2005. Domestic Product.
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The Nation’s Healthcare Dollar 2003

Private health insurance pays for 536% of the nation’s health-
care dollar; Medicare, Medicaid and other public sources
together account for 45%.

Where it Came From: Where it Went*:
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Private Insurance Healthcare Dollar 2003

Sixty percent of the private insurance healthcare dollar goes
toward physician and hospital services, followed by pre-
scription drugs and administrative costs.
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National Healthcare Trends

Annual Percent Change in Private Spending per Capita 1994-2004

Since 2000, private spending per capita has increased more
for hospital outpatient services than for prescription drugs,
physician services or hospital inpatient services.

Medical Care Consumer Price Index Compared to Other

Categories 2000-2005

Medical care prices have risen faster than the overall

Consumer Price Index (CPI). However, the difference has

narrowed since 2002.
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National Healthcare Trends

Government Expenditures for Health Services and Supplies as a

e Ees Rl (elEes teikdtons Percent of Total Health Expenditures 1987-2003

Prices for pharmaceutical production and hospitals have Government expenditures as a percent of total health
increased faster than prices for medical laboratories, expenditures increased from 31% in 1987 to 38% in 2003.
diagnostic imaging centers, and physicians.
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National Healthcare Trends

Hospital Payment-to-Cost Ratios for Medicare, Medicaid and
Private Payers 1993-2003

Private payer reimbursement rates are consistently above
break-even costs.
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Note: Payment-to-cost ratios indicate the degree to which payments from each payer covers the
costs of treating that provider’s patients. Data are for community hospitals and cover all hospital
services. Imputed values were used for missing data (about 35% of observations). Most Medicaid
managed care patients are included in the private payers’ category.

Source: Adapted from the American Hospital Association and the Lewin Group TrendWatch
Chartbook, 2005
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