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NHE as a Share of GDP

Expenditures in the U.S. on
health care nearly doubled
(+88%) between 1992 and
2002, nearly $1.6 trillion in
2002, more than 6 times the
$246 billion spent in 1980.

The approximately $1.6
trillion in NHE in 2002
represents 14.9% of the
GDP.

Source: Centers for Medicare and
Medicaid Services, Office of the
Actuary, National Health Statistics
Group.
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Since 1998, growth
in per capita health
care spending has
significantly
outpaced the GDP
trend every year.

Sources: Milliman USA Health Cost
Index; US Department of Commerce.
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Total health
expenditures
per capita were
$5,440 in 2002,
almost doubling
(+99%) from
$2,738 in 1990.
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Source: Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group.

Section B — Medical Trends Page B3



H#SB% %&&%

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

0%

2% 2%

|
12%

| 14%
13%

14%

| Sr% 31%

1992 2002

B Home Health Care

O Prescription Drugs

B Nursing Home Care

O Other Health Spending
O Other Personal Health

Care

B Physician/ Clinical
Services

O Hospital Care

The proportion of
health expenditures
devoted to hospital
care declined from
36.5% in 1992 to
31.3% in 2002. It
remains the largest
component of health
spending.

In the same period,
the proportion spent
on prescription drugs
almost doubled from
5.8% to 10.5%.

Source: Kaiser Family Foundation, Trends and Indicators in the Changing Health Care Marketplace, 2004 Update.
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Growth
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Source: BCBS Association Medical Cost Reference Guide, October 2004.
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States with more beds per capita tend to have
higher number of admissions per capita.
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Source, Kaiser Family Foundation Health Facts 2002
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National Prescription Drug Expenditures,
Percent by Type of Payer, 1992 - 2002
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While consumers, employers, and
insurers alike have experienced steep
drug trends recently, employers and
insurers have paid an increasing share
of drug expenditures over time, rising
from 27.3% to 47.8% between 1992
and 2002.

Meanwhile, the proportion paid by
consumers dropped from 54.7% to
29.9% over the same period.

Sources: Kaiser Family Foundation Trends and Indicators in the Changing Health Care Marketplace, 2004 Update, Express Scripts 2003 Drug
Trend Report.
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Source: KFF and Sonderegger Research Center analysis using National Health

Expenditures data for prescription drugs from CMS’s Office of the Actuary, National

Health Statistics Group.
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Increased utilization, changes
in the mix of drugs used, and
manufacturer price inflation are
factors driving the dramatic
increases in drug spending.

Comparing 1997 — 2002 to the
previous five-year period, price
inflation played a relatively
larger role in cost growth, while
drug use played a relatively
smaller role.
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Source: KFF and Sonderegger Research Center analysis using National Health
Expenditures data for prescription drugs from CMS’s Office of the Actuary, National
Health Statistics Group.
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New hospitals

Renovate to add computers in patient rooms

Expand outpatient facilities

New outpatient facilities

Increase lab space

Increase bed capacity

Convert semi-private rooms to private ]

Add specialty unit ]

Increase OR capacity ]

Increase ER capacity |

Major IT/ information system . IT Investments
Computerized physician order entry systems

Digital radiology systems
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Source: Healthcare Financial Management Association, March 2004.
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Charity Care as a Percent
of Operating Revenue 1992 - 2001
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Source: Centers for Medicare and Medicaid Services Medicare Cost
Reports, audited financial statements, internal financial statements, and
MHA/AHA Annual Licensing Surveys.
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In 2001, St. Louis area non-
profit hospitals received at
least $2 in tax-exempt
benefits for every $1 in
charity care they provided.

In the past decade, revenues
increased 30% while charity
care declined 46%.

Sources: John Carlton, “Charity Care and
the Bottom Line: The Quantity of Mercy”,
St. Louis Post-Dispatch, December 12,
2004; St. Louis Area Business Health
Coalition, “St. Louis Area Hospitals:
Industry Financial and Statistical
Overview, April, 2004”.
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