
I. The Big Picture

• The U.S. spends more on health care than any other nation in the world: $1.6 trillion in 2002, or $5,540 per capita.1

• Arizonans spent approximately $21.5 billion on health care in 2002, or $4,234 per capita.2

• Why might Arizona have lower per capita health care expenditures than the U.S. average?

• Higher relative population growth. The denominator has grown faster than the numerator.

• Higher influx of young people, immigrants, the uninsured.

• Fewer staffed hospital beds, physicians, inpatient admissions and office visits. More people reporting

unmet medical needs or delaying care.3

• Relative lower pricing structure in southwest-mountain states generally.

• Do lower per capita health care expenditures = worse health outcomes?

• There is no necessary relationship between health care expenditures and outcomes. In a new

2004 report on state health outcomes, Arizona ranked 21st on health outcomes alone and 30th

on risk factors, for a composite ranking of 23 – up from 32 in 2003. Arizona received top scores

for percent of health dollars earmarked for public health (4th), heart disease (8th) and cancer

deaths (5th); the state received low scores for indicators such as motor vehicle deaths (47th), children

in poverty (37th) and prenatal care (43rd).4

• People who have employer-based health insurance are paying more through increased co-payments and deductibles,

increased premiums and foregone wages. During the 1970-2000 period in Arizona:

• Total compensation increased by 21.8%.

• Real wages increased by 15.2% (about .5% annually).

• Retirement benefits increased by 37.3%.

• Other benefits increased by 8.7%.

• Health insurance benefits increased by 237.5% (8% annually), growing from 2.4% to 6.5% of

total compensation.5
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II. Arizona Health Expenditures

• Administrative expenditure estimates are controversial and vary
widely. Nationally, some estimate that administration accounts
for 25% or more of total health care expenditures. Excluding
Medicare, Arizona estimated administrative expenditures range
from 10% in the AHCCCS program to 34% in the individual
insurance market and 23% in the small employer insurance market.7

• Inpatient and outpatient hospital expenditures also vary widely.
Arizona hospital expenditures range from 19% and 22% respectively
in the individual and small employer insurance markets to 41%
in AHCCCS (Medicaid) program.

• Between 1992-2002, hospital expenditures per admission
increased 21% in Arizona compared to 35% nationally.

• Arizona hospital operating margins averaged 2.5% in the
period 2000-2003, ranging from .9% in 2000 to 4.8% in 2003.8

• Aggregate pharmacy spending in Arizona has increased from 9% in 1998 to a projected 20% in 2004. This ranges
from a projected low of 10% in AHCCCS to a high of 26% among the uninsured.9

• In the 1997-2001 period, the average cost per person for prescription medications more than doubled, from $144
to $321. Seniors were especially affected, with per person expenses rising from $330 to $765 on average.10

• Arizona ranked 45th in the nation in retail prescriptions per capita (2003).11 Even though the state spends more
on prescription drugs as a percentage of total health care expenditures, it spends less on health care per capita
than other states.

• In 1998, the last year for which comparative national data are readily available, Arizona spent more on physician
and other professional services (33.4%) than the U.S. average of 29.1%, and less on hospital care(35%) than the
U.S. average of 37.4%.12
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• Arizona Medicaid expenditures increased 36.6% between FY 2002-2004 compared to a 14.6% average increase
across all states.



IV. Health Insurance Premiums

Average Employer-Based Premiums, 200314

Premiums var y widely by region, type of plan, employer size, experience rating and other factors.

• Employee deductibles increased approximately 20% between 1999-2002, rising from $772 to $920 for family coverage.15

• People not insured through an employer pay even more:16

• 15% of people with employer-based insurance paid an annual deductible over $500, compared

with 44% who paid over $500 in the individual insurance market. An additional 30% of those in

the individual market pay an annual deductible over $1,000.

• 10% of those with single coverage through an employer paid over $2,500 in annual premiums,

compared to 34% in the individual market.

• Projected 2004 Arizona out-of-pocket costs for persons insured individually or through a small business employer

average between $1,260-$1,404, compared to out-of-pocket costs of $540 for those covered through a large employer.17
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V. Cost Distribution
• A small portion of the population consumes the majority of health care:19

• Top 5% of spenders account for 56% of aggregate health expenditures.

• Top 20% of spenders account for 84% of aggregate health expenditures.

• Bottom 50% account for just 2.6% of aggregate health expenditures – an amount equal to approximately $350
annually (1997 dollars).

• Health costs vary between urban and rural populations. While average ambulatory expenses are similar for
children in urban vs. rural settings ($397 and $377 respectively), the gap widens dramatically for seniors ($1,596
and $662 respectively).20
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