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Measuring the Burden of Health Care Costs
on US Families
The Affordability Index
Affording health care has become a pressing national
concern. According to a 2016 Gallup survey, 27% of individuals in the United States identified affordability as the
country’s “most urgent health problem.”1 The level of concern is both severe and new. In the late 1990s, HIV/AIDS
was the top health concern. In 2008, the leading health
concern was accessing medical services. Today, 57%
of individuals report that they worry “a great deal” about
“theavailabilityandaffordabilityofhealthcare.”1 Morethan
60% indicate that prescription drug prices should be a top
healthcarepriority.Morethanaquarterofindividualshave
postponed care owing to cost.2
When discussing high health care costs, academics
and policymakers cite multiple measures: total national
health expenditures, health care inflation, health care
spending as a percentage of the US economy, and health
care “waste.” Many individuals in the United States, and
evenmanyhealthcareprofessionals,havedifficultygraspingthesemacroeconomicindicators.Howmuchis$3.2trillion?Furthermore,thesemeasuresaredeeplyimpersonal.
They describe health care spending at the national level.
Why should a family be concerned if health care is 17.5%
of gross domestic product? Most important, these measurestrackexpenditures,notaffordability.Theydonotdescribe the ability to pay for health care.

The Affordability Index
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We propose the Affordability Index, a ratio created by dividing the mean cost of an employer-sponsored family
healthinsurancepolicybymedianhouseholdincome.This
index relates health insurance costs to household incomes over time. For 2016, it would be 30.7% (Figure).
No index is perfect. Other policy experts might favor
other measures of the affordability of health care. For instance,thedenominatormightbemeanincomeperhousehold with 1 or more workers. This Alternative Affordability
Index would demonstrate the same trend, doubling since
1999andplateauingafter2011,butwithalower2016value
of 18.4% because of higher average earnings of working
families(eFigure1intheSupplement).Othersmightusethe
medianormeantotalcompensationratherthanincometo
calculatetheindex.However,thiswoulddouble-countemployer contributions for health insurance. Moreover, the
budgets of most families are based on income, not total
compensation. Indeed, mean and median total compensation are neither regularly tabulated nor easily accessible.
Employer-sponsored health insurance (ESI) is a mainstay for the US middle class. Fully 56% of individuals, approximately 178 million, receive health insurance through
ESI.Giventhemechanicsofthird-partypayment,individuals with ESI experience health care costs through the pur-
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chase and use of health insurance products. Because employerscontributemosthealthinsurancepremiumsaspretax fringe benefits and insurers pay most health care
expenses, most individuals find it difficult to grasp the link
betweenhealthcarecosts,insurancepremiums,andwages.
A companion proposed indicator is the Comprehensive Affordability Index, which would include average outof-pocket(OOP)expenses(co-pays,co-insurance,anddeductibles) in addition to insurance premiums (eFigure 2
in the Supplement). The inclusion of OOP costs would
generate a more comprehensive assessment of affordability, but also introduces definitional and comparability challenges. There are at least 3 different OOP measures: the Agency for Healthcare Research and Quality’s
Medical Expenditure Panel Survey (MEPS),5 the Bureau
of Labor Statistics (BLS) Consumer Expenditure Survey,6
and the Milliman Medical Index (MMI).7 In 2015, the
Agency for Healthcare Research and Quality’s MEPS average OOP expenses for a family was $1589 (calculated)5;
the BLS figure was $1365 for a 2.5-person consumer unit6;
and MMI estimated OOP costs of $4065 for a family of 4
with an employer-sponsored PPO plan.7 Another complication is that OOP expenses are heavily skewed, with
a per-family OOP mean of $1589 and median of $766
(calculated from 2015 MEPS data). This differential indicates that a few families have very high OOP spending,
whereas most have little to no OOP medical costs.

Advantages of the Affordability Index
The proposed Affordability Index has several potential advantages. Its numerator (mean cost of insurance premiums)anddenominator(medianhouseholdincome)arereliable, credible, and generated annually. This information
is accessible online without complicated programming or
calculations.Furthermore,theAffordabilityIndexiswidely
understandable. It places health insurance costs within an
accessible context: as a percentage of income. The index
ispersonal,quantifyingtheincreasingburdenofhealthcare
costs for average individuals in the United States.
This measure of health insurance costs as a percentage of wages reveals the direct relationship between
health care costs and salaries. Higher health care costs depress incomes. As economists indicate, employers ultimately are concerned about total compensation (salary
and benefits) per employee. Wages are simply a component of total compensation. Employer “contributions” to
health insurance are part of total worker compensation.
If the cost of health insurance were to decrease, a greater
percentage of total compensation could convert to cash
wages. The Affordability Index quantifies the downward
pressure that increasing health care costs exert on wages.
(Reprinted) JAMA November 21, 2017 Volume 318, Number 19
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Figure. The Proposed Affordability Index
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The graph shows family health insurance premiums as a percentage of median
income from 1999 to 2016. The Affordability Index is calculated by dividing the
mean cost for an employer-sponsored insurance plan (from KFF/HRET
Employer Health Benefits Survey3) by historical median household income
(denominator data are median income figures from the Census Current
Population Survey.4 Data for 2013 and all subsequent years are based on a new
Census Population Survey method introduced in 2013).

The Affordability Index also has potential disadvantages. The
index is applicable for those with employer-sponsored insurance and
may not reflect the financial burden of health care for those with
Medicaid or Medicare coverage or the uninsured. In addition, premiums for employer-sponsored insurance do not capture all financial burdens of health care on individuals. It captures only direct costs
and ignores indirect financial burdens such as the time and travel
expenses associated with accessing specialists and other specific services, the time costs and potential lost wages of administering medical treatments, or caregiving at home for relatives.

Insights From the Affordability Index
In 2016, the Affordability Index would have been 30.7%, reflecting a
mean employer- sponsored family insurance premium of $18 1423 and
medianhouseholdincomeof$59 039.4 Thatis,themeanfamilyhealth
insurance premium (combining both employer and employee contributions) represented 30.7% of median household income (Figure).
The Comprehensive Affordability Index for 2015 (the last year for
which OOP data are available) would have been 33.9%, again doubling from 1999 when it was 16.7% (eFigure 2 in the Supplement). The
same trend is seen if the Comprehensive Affordability Index is based
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on mean income from households with 1 or more earners, doubling
from 10.8% in 1999 to 20.4% in 2015 (eFigure 3 in the Supplement).
To put it in context, in 2015, the average US household spent an estimated $7023 on all food purchases (including out-of-home purchases), so health care was nearly 2.5 times as expensive as food.6 This
level of health care spending seems difficult to justify.
Using longitudinal data, since 1999, the Affordability Index would
have more than doubled from 14.2% to 30.7% (Figure). Between
1999 and 2016, the mean cost of a family health insurance plan increased 4.7 times faster than median household income (213% vs
45%). If the proposed Affordability Index had remained constant at
14.2%, median household income would have been $9741 greater
($68 780 vs $59 039) in 2016. Even if employers had shared only
half of these savings with employees, US families would have seen
a meaningful $4800 increase in household incomes.
In addition, since passage of the Affordable Care Act, the Affordability Index and the Comprehensive Affordability Index have
both plateaued. This supports what health experts have observed:
per-capita health care costs have stabilized relative to household income. Additionally, despite media coverage of rising deductibles, the
Comprehensive Affordability Index reveals that average OOP spending has actually remained relatively flat since 2006.

Implications of the Affordability Index
Directly linking health care costs to income could help to sensitize
physicians, hospital executives, pharmaceutical companies, and
other health care professionals to the financial burden health care
accounts for among individuals in the United States. With a concrete measure, the relationship between health care costs and household income expands beyond anecdotes and aggregate cost data
into the everyday lives of people across the United States.
Potential applications of the Affordability Index are manifold. For
example, a reasonable policy objective would be to maintain the Affordability Index at its current 30.7% level. Concomitantly, the Secretary of Health and Human Services could use the index and its component parts to identify industries with disproportionately increasing or
decreasing health care costs. States could also use the index to pressure health care organizations and clinicians to reign in prices that exceed growth in household income before granting payment increases.
Accurate, understandable, and transparent data are powerful.
The proposed Affordability Index could provide a useful, easily understood mechanism for illuminating the financial burden of high
health care costs on average families who receive employersponsored health insurance.
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