
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 indi-
viduals in the United States identified affordability as the
country’s “most urgent health problem.”1 The level of con-
cern 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
“the availability and affordability of healthcare.”1 More than
60% indicate that prescription drug prices should be a top
healthcarepriority.Morethanaquarterof individualshave
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
even many health care professionals, have difficulty grasp-
ingthesemacroeconomicindicators.Howmuchis$3.2tril-
lion? Furthermore, these measures are deeply impersonal.
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 mea-
sures track expenditures, not affordability. They do not de-
scribe the ability to pay for health care.

The Affordability Index
We propose the Affordability Index, a ratio created by di-
viding the mean cost of an employer-sponsored family
health insurance policy by median household income. This
index relates health insurance costs to household in-
comes 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 in-
stance,thedenominatormightbemeanincomeperhouse-
hold 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
median or mean total compensation rather than income to
calculatetheindex.However,thiswoulddouble-countem-
ployer contributions for health insurance. Moreover, the
budgets of most families are based on income, not total
compensation. Indeed, mean and median total compen-
sation are neither regularly tabulated nor easily accessible.

Employer-sponsored health insurance (ESI) is a main-
stay for the US middle class. Fully 56% of individuals, ap-
proximately 178 million, receive health insurance through
ESI. Given the mechanics of third-party payment, individu-
als with ESI experience health care costs through the pur-

chase and use of health insurance products. Because em-
ployerscontributemosthealthinsurancepremiumsaspre-
tax 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 Comprehen-
sive Affordability Index, which would include average out-
of-pocket (OOP) expenses (co-pays, co-insurance, and de-
ductibles) in addition to insurance premiums (eFigure 2
in the Supplement). The inclusion of OOP costs would
generate a more comprehensive assessment of afford-
ability, but also introduces definitional and comparabil-
ity challenges. There are at least 3 different OOP mea-
sures: 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 av-
erage 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 com-
plication 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 indi-
cates 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 ad-
vantages. Its numerator (mean cost of insurance premi-
ums)anddenominator(medianhouseholdincome)arere-
liable, credible, and generated annually. This information
is accessible online without complicated programming or
calculations. Furthermore, the Affordability Index is widely
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 percent-
age of wages reveals the direct relationship between
health care costs and salaries. Higher health care costs de-
press incomes. As economists indicate, employers ulti-
mately are concerned about total compensation (salary
and benefits) per employee. Wages are simply a compo-
nent 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.
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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, pre-
miums for employer-sponsored insurance do not capture all finan-
cial 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 ser-
vices, the time costs and potential lost wages of administering medi-
cal 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
median household income of $59 039.4 That is, the mean family health
insurance premium (combining both employer and employee con-
tributions) 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 dou-
bling from 1999 when it was 16.7% (eFigure 2 in the Supplement). The
same trend is seen if the Comprehensive Affordability Index is based

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 es-
timated $7023 on all food purchases (including out-of-home pur-
chases), 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 in-
creased 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 Af-
fordability 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 in-
come. Additionally, despite media coverage of rising deductibles, the
Comprehensive Affordability Index reveals that average OOP spend-
ing 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 con-
crete measure, the relationship between health care costs and house-
hold 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 Af-
fordability Index at its current 30.7% level. Concomitantly, the Secre-
tary of Health and Human Services could use the index and its compo-
nent parts to identify industries with disproportionately increasing or
decreasing health care costs. States could also use the index to pres-
sure health care organizations and clinicians to reign in prices that ex-
ceed growth in household income before granting payment increases.

Accurate, understandable, and transparent data are powerful.
The proposed Affordability Index could provide a useful, easily un-
derstood mechanism for illuminating the financial burden of high
health care costs on average families who receive employer-
sponsored health insurance.
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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).
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