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Significance of the IssueSignificance of the Issue

Health care expenditures:Health care expenditures:
Nearly oneNearly one--sixth of the U. S. GDP sixth of the U. S. GDP 
Rate of growth exceeds other sectors of the economyRate of growth exceeds other sectors of the economy
Rate of growth increasing after recent moderationRate of growth increasing after recent moderation
Expenditure distribution is highly concentrated Expenditure distribution is highly concentrated 
Among the largest components of the Federal and Among the largest components of the Federal and 
statesstates’’ budgetsbudgets
Cost containment of continuing concern to private and Cost containment of continuing concern to private and 
public payerspublic payers



NHEA CapacityNHEA Capacity
National estimates on:National estimates on:

–– Health expenditures by type of service/good consumedHealth expenditures by type of service/good consumed

–– Who funds and sponsors this careWho funds and sponsors this care

–– Which age group receives this care Which age group receives this care 

NHEA data supports measures of average spending per NHEA data supports measures of average spending per 
person, or on a per enrollee (relevant to Medicare, person, or on a per enrollee (relevant to Medicare, 
Medicaid, and Private Health Insurance) basisMedicaid, and Private Health Insurance) basis

Comparable statistics across every year in the time seriesComparable statistics across every year in the time series



Need for MicroNeed for Micro--level data to inform level data to inform 
trends in medical care coststrends in medical care costs

Impact of economic and behavioral factors, payment and individuaImpact of economic and behavioral factors, payment and individual l 
demand on health care service utilization and expendituresdemand on health care service utilization and expenditures
Distribution of expenditures, concentration and persistence of Distribution of expenditures, concentration and persistence of 
high levelshigh levels
Expenditures for chronic conditions: Expenditures for chronic conditions: focus on patients with focus on patients with 
multiple chronic conditionsmultiple chronic conditions
Trends in prescription medication expenditures by drug classTrends in prescription medication expenditures by drug class



Need for MicroNeed for Micro--level data to inform level data to inform 
trends in medical care coststrends in medical care costs

Primary drivers of increase in costsPrimary drivers of increase in costs
–– Technological innovations (e.g. new drugs)Technological innovations (e.g. new drugs)
–– Variations by marketVariations by market
–– Variation in expenditures for comparable health Variation in expenditures for comparable health 

services or medical conditions services or medical conditions 
–– TradeTrade--offs among types of services (e.g. drugs vs. offs among types of services (e.g. drugs vs. 

hospitalizations)hospitalizations)
Trends in outTrends in out--ofof--pocket spending and impact on family pocket spending and impact on family 
financial burdenfinancial burden
Impact on expenditures of extended durations of Impact on expenditures of extended durations of 
uninsuranceuninsurance





Medical Expenditure Panel Medical Expenditure Panel 
Survey (MEPS)Survey (MEPS)

Annual Survey of 15,000 households:Annual Survey of 15,000 households:
provides national estimates of health care provides national estimates of health care 
use, expenditures, insurance coverage, use, expenditures, insurance coverage, 
sources of payment, access to care and sources of payment, access to care and 
health care qualityhealth care quality

Permits studies of:Permits studies of:
Distribution of expenditures and sources of Distribution of expenditures and sources of 
paymentpayment
Role of demographics, family structure, Role of demographics, family structure, 
insuranceinsurance
Expenditures for specific conditionsExpenditures for specific conditions
Trends over timeTrends over time



MEPS ComponentsMEPS Components

Household Component (HC)Household Component (HC)

Medical Provider Component (MPC)Medical Provider Component (MPC)

Insurance Component (IC)Insurance Component (IC)



Importance of High Expenditure Importance of High Expenditure 
Sample in the MEPSSample in the MEPS

Special attention to sample with high Special attention to sample with high 
expenditures: Top 1% account for ~25% expenditures: Top 1% account for ~25% 
of totalof total

Decedents, admissions to LTC, lengthy Decedents, admissions to LTC, lengthy 
hospitalizationshospitalizations
Mortality estimates adjusted to national Mortality estimates adjusted to national 
counts; nursing home admissions adjusted to counts; nursing home admissions adjusted to 
more precise survey estimatesmore precise survey estimates
Significant impact on precision of overall Significant impact on precision of overall 
survey estimatessurvey estimates



Medical Provider Medical Provider 
Component Component 

PurposePurpose
Compensate for event level expenditure Compensate for event level expenditure 
item item nonresponsenonresponse
Gold standard for expenditure estimatesGold standard for expenditure estimates
Greater accuracy and detailGreater accuracy and detail
Imputation sourceImputation source
Supports methodological studiesSupports methodological studies



Medical Provider Medical Provider 
Component Component 

Targeted SampleTargeted Sample
All associated hospitals and associated All associated hospitals and associated 
physiciansphysicians
All associated officeAll associated office--based physiciansbased physicians
All associated home health agenciesAll associated home health agencies
All associated pharmaciesAll associated pharmacies

Data CollectedData Collected
Dates of visitDates of visit
Diagnosis and procedure codesDiagnosis and procedure codes
Charges and paymentsCharges and payments



MPC: Correction Source for MPC: Correction Source for 
Item NonresponseItem Nonresponse

YYijij = Imputed $= Imputed $ijijnonresponsenonresponsenonresponsenonresponse
YYijij = Household $= Household $ijij11

nonresponsenonresponsereportedreported
YYijij = Provider $= Provider $ijijreportedreportedNonresponseNonresponse
YYijij = Provider $= Provider $ijijreportedreportedReportedReported
MEPS value MEPS value -- YYijijProviderProviderHouseholdHousehold

Source for event level Source for event level 
expendituresexpenditures

1Recalibrated as necessary based on analyses of 
concordance 
between sources



Determination of Factors for Determination of Factors for 
Expenditure ImputationExpenditure Imputation

Factors 
associated with 

predicting 
medical 

expenditures

Factors 
associated with 

item 
nonresponse

Hot Deck Imputation: 
Classification Variables for Donors 
and Recipients
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Figure 1. Concentration of health care expenditures in 

the U.S. civilian noninstitutionalized population

Population ranked by expenditures

Source: Center for Financing, Access, and Cost Trends, AHRQ, National Medical Expenditure Survey, 1987, and Household 
Component of the Medical Expenditure Panel Survey, 1996 and 2003



Source: Center for Financing, Access, and Cost Trends, AHRQ, Household Component of the Medical 
Expenditure Panel Survey, HC-079 (2003), HC-082 (2004), and HC-086 (Panel 8) 

Persistence in Level of Health Care Expenditures, 
U.S. civilian non-institutionalized population, 
2002 to 2003
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Recent CollaborationsRecent Collaborations
CDC, Medicaid Chronic Disease Directors CDC, Medicaid Chronic Disease Directors 

and National Pharmaceutical Counciland National Pharmaceutical Council

Effort focused on the burden and costs of chronic Effort focused on the burden and costs of chronic 
disease. disease. 
MEPS to quantify medical costs for high prevalence MEPS to quantify medical costs for high prevalence 
chronic diseases. chronic diseases. 
Toolkit: Toolkit: Development of Medicaid Chronic Disease Development of Medicaid Chronic Disease 
Cost CalculatorCost Calculator--State specific estimates based on State specific estimates based on 
MEPS dataMEPS data

http://www.chronicdisease.org/
http://www.cdc.gov/nccdphp/
http://www.npcnow.org/
http://www.ahrq.gov/
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