
Cost and Care:  
Where Does the Money Come 

From?  

Where Does It Go? 

Wednesday, March 23rd, 2011 
Kevin Schulman MD, MBA 

Professor of Medicine and  

Gregory Mario and Jeremy Mario Professor of  Business 

Administration 

Director, Health Sector Management 



Source: www.google.com 



Cost of Health Insurance 

http://facts.kff.org/ 



Expenditure by Payment Source 



Insurance Trends NC 

Note: Percentages total to over 100% due to dual coverage 
 

Source:  Estimates from US Census Bureau Historical Health Insurance Tables HI-4 
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Utilization and Cost Comparisons 

Change in 

Utilization1 

Increase in 

Cost2 

Individual -2.3% 14.4% 

Group -3.8% 39.5% 

Source:  BCBSNC 2007-2010 claims data 

http://online.wsj.com/article/SB10001424052748704735304576058281272741332.html?KEYWORDS=consumer+purchases#printMode 

 

2007-2010 Change 

2008    2009   2010 

1 Utilization based on inpatient admission per 1000 members 

2 Cost based on allowed cost per admission 



Health Care Financing in NC 

Medicare Medicaid 

Large 
Group 

Small 
Group 



The Future of Medicare 



Average Annual Growth in 

Medicare Spending 

NC % US % 

1995-2004 8.0% 6.0% 

Note: Data reflect Medicare spending on personal health care services and products (hospital care, physician services, nursing home care, 

prescription drugs, etc.) by state of residence. State of residence estimates account for the flow of individuals between states in order to consume 

health care services and present health spending based on where individuals reside rather than where they receive care. 

 

Average Annual Growth in Medicare Spending  

per Enrollee 

NC % US % 

1995-2004 5.7% 4.8% 

Note: Data reflect Medicare spending on personal health care services and products (hospital care, physician services, nursing home care, 

prescription drugs, etc.) by state of residence. State of residence estimates account for the flow of individuals between states in order to consume 

health care services and present health spending based on where individuals reside rather than where they receive care.  

Source:  statehealthfacts.org; 



Source: 2004 & 2008* Annual Reports of the Board of Trustees of Social Security and Medicare 

     1.25%         3.5%        5%          6.25%       7% 

% GDP income shortfalls*  

Future Liabilities 



NC Medicaid Eligible Residents  

http://www.ncdhhs.gov/dma/2008report/2008report.pdf 



NC Budget 2009-2011 

http://www.osbm.state.nc.us/files/pdf_files/PLS09_11.pdf 

Fund Appropriations Category Value ($)

Education (public schools, 

community colleges and 

universities) 15,017,181,900

Health and Human Services* 15,478,997,904

Justice and public safety 2,790,101,218

General Government 1,772,215,127

Natural and Economic 

Resources 3,061,208,895

Transportation 3,638,838,732

Debt Services 753,813,184

*Federal spending accounts for 55% of    

  Medicaid budget in North Carolina 



Cost Shifting and Private Insurance 

Dobson A et al. Health Aff 2006;25:22-33 



Private Sector Trends 

2000-2009 trend 

Increase in 

cost1 

Increase in 

utilization2 

Medical expense per member per 

month3 

113% n/a 

Typical office visit cost (excludes lab 

costs) 

71% n/a 

Emergency room3 211% 12% 

Obesity surgery (bariatric and lap 

band) 

112% 738% 

Knee replacement surgery 60% 94% 

Hip replacement surgery 72% 38% 

MRI utilization n/a 77% 

CT scan utilization n/a 104% 

1 Based on allowed charge; includes member cost sharing 
2  Based on cases per 10,000 members 

3  Group underwritten business only 

 
Source:  BCBSNC 2000-2009 claims data 



Insurance Trends for NC 

Population 

*2009 estimate based off MEPS data trends 

 

2002 2003 2004 2005 2006 2007 2008 2009 

Year over 

year change 2.3% -7.4% 0.8% -8.5% 1.5% -4.1% -6.1% -9.1% 

000s members 

Sources:  NCDOI Small Group Activity Report; MEPS-IC 



Policy Proposals: Problems or Solutions 

JAMA Vol 306; No. 6; pp 602-603; 2011 



Health Care Financing in NC: 

Challenges in Each Sector 

Medicare Medicaid 

Large 
Group 

Small 
Group 



Looking Forward 

• While much of the health care reform debate has focused 

on the public health plans, the cost of health care for the 

private health plans may make them the most vulnerable. 

• Given the high fixed costs of the system, it will be very 

vulnerable to changes in the financing structure over the 

next few years. 

• Individual participation in the market after 2014 will be key 

to sustainability of the system. 

• Stakeholder engagement across all sectors is required to 

protect the health care and non-health care economy in 

the state. 
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