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Total Federal Spending for Medicare and Medicaid Under
Assumptions About the Health Cost Growth Differential
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Excess Cost Growth in National Health Expenditures

Percentage-Point Difference from per Capita GDP Growth

Source: Based on data and projections from CMS.
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Annual Growth Rates of Private and Public
Health Care Spending

Source: CMS’s data on national health expenditures.
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National Health Expenditures, by Source of Funds,
2005

Billions of Dollars

Source: Data from CMS.
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National Health Expenditures, 2006

Billions of Dollars

Source: Data from CMS and the Department of Commerce.

Services by
Physicians and

Others
 (662.8)

Hospital Care
 (651.8)

Prescription
Drugs

 (213.7)

Nursing Home and
Home Health Services

 (179.4)

Program Administration and
Private Health Insurance

 (156.8)

Investment
 (134.8)

Public
Health

Activities
 (61.7)

Medical
Products
 (61.5)



Effects of Slowing the Growth of Spending for
Medicare and Medicaid

Percent of Gross Domestic Product
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Medicare Spending per Capita in the
United States, by Hospital Referral Region, 2003

Source: Dartmouth Atlas of Health Care.
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The Relationship Between Quality and
Medicare Spending, by State, 2004
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Share of Personal Health Care Expenditures Paid
Out of Pocket

1975 1985 1995 2005 2015

0

5

10

15

20

25

30

35

33%

26%

17%
15%

13%

Percent



RAND’s Experiment on Health Insurance

Compared spending and health under various
insurance designs

Found that initial cost sharing could have substantial
effects on total spending

Cost sharing reduced both effective and ineffective
care about equally

Design of plan had no impact on health for most
enrollees; some benefit of free care for low-income
enrollees in the poorest health



Effects of Cost Sharing

Source: Based on data from RAND’s health insurance experiment.
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Concentration of Total Annual Medicare
Expenditures Among Beneficiaries, 2001

Percent

Beneficiaries Expenditures

0

10

20

30

40

50

60

70

80

90

100

3.8

11.2

23.5

18.4

43.1

5
5

15

25

50

Source: CBO based on data from CMS.


