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Key Findings

Health care spending by privately
insured Minnesotans grew by
19.0% from 2016 to 2019 and fell
4.2% from 2019 to 2020.

Most spending growth was due to
increasingly higher prices rather
than increased use of health care.

The spending decline from 2019
to 2020 was driven by a decrease
in utilization of health care
coinciding with the disruption to
health care delivery caused by
the COVID-19 pandemic. In
contrast, health care prices rose
each year from 2016 to 2020.

Payments to doctors and other
providers were the largest
component of health care
spending.

Background

Medical care and prescription drugs continue to
be a major source of spending in the United
States, with total health expenditures in 2020
reaching $4.1 trillion nationally and $60.1 billion
in Minnesota.' Health spending is the product of
two main factors, the volume of health care
used (utilization) and the price of each

procedure, visit, drug, or other service (price).!

This issue brief uses data from the Minnesota All
Payer Claims Database (MN APCD) to measure
trends in health care spending, utilization, and
prices in Minnesota from 2016 through 2020.
The MN APCD is a state repository of de-
identified health care enrollment and claims
data administered by the Minnesota
Department of Health. The source of these
data are health care payers—primarily insurance

plans and managed care organizations.

This brief uses research methods developed by the Health Care Cost Institute (HCCI) to produce

population-based estimates of utilization, prices, and spending for medical care and

prescription drugs.” More details on these methods are available from the Health Care Cost

Institute.""" In line with the HCCI approach, this issue brief focuses on health care spending

among Minnesotans, ages 64 and younger, who have private health insurance through an

employer or purchase health insurance on their own, including through Minnesota’s health

insurance exchange, MNsure. Focusing on those with private coverage is important not only

because this group represents a majority of the Minnesota population, but also because health

care prices tend to be higher and more variable for privately insured patients.VVI
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Results

Annual estimated per-person health care spending was $5,184 in 2016 and grew by 19.0% to
$6,169 in 2019, an average annual percentage increase of 6.0%. Spending decreased by 4.2%
from 2019 to 2020 ($5,911). Average annual per-person health care spending was $5,739 for

commercially insured non-elderly Minnesotans during the period of 2016 to 2020.

The growth in total spending was driven primarily by rising prices for health care. The change in
total spending is made up of the change in the number of services (utilization) and the change
in the price of each service. In each year from 2016 to 2020, price growth for health care was
greater than inflation overall.* As shown in Figure 1, prices grew by 3.8% and utilization grew by
3.5% from 2016 to 2017, leading to spending growth of about 7.4%, the largest year-to-year
growth in our study period. From 2019 to 2020, prices still grew (by 3.1%), but utilization,
affected by COVID-19 disruptions to health care delivery, declined by 7.1%, leading to a
spending decline of about 4.2%.

Figure 1: Cumulative Growth in Health Care Spending, Utilization, and Prices,

2016 to 2020
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Source: Health Economics Program analysis of 2016 to 2020 data from the Minnesota All Payer Claims
Database, July 2022

Over the entire study period (2016 to 2020), prices grew by 15.1%, but utilization, primarily due
to the 2020 decline, dropped by about 0.6%. Future analyses of additional years of data will

show to what extent utilization returns to pre-COVID-19 patterns.
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Spending growth in Minnesota for commercially insured individuals was faster than the
national average from 2016 to 2019 (pre-COVID-19). Spending increased by 19.0% in Minnesota
compared to 15.5% nationally. This was due to larger increases in utilization in Minnesota
(6.9%) than in national data (2.1%). Minnesota price growth (11.5%) from 2016-2019 was

somewhat slower than national price growth (13.2%).*

Figure 2: Per-Person Spending by Category 2016 to 2020
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Source: Health Economics Program analysis of 2016 to 2020 data from the Minnesota All Payer Claims
Database, July 2022

Medical spending represented the majority of per-capita annual health care spending in each
year from 2016 to 2020 (Figure 2). About 82.2% of spending was on medical care and the

remaining 17.8% was on retail prescription drugs.®

The largest share of per-person health care spending during the full 5-year analysis period
(2016 to 2020), about 39.6%, went to fees charged by providers for professional services (see
Figure 3). These types of claims are usually for services such as office visits and consultations, as
well as fees charged by providers who are working in hospitals (e.g., surgeons,
anesthesiologists, therapists). The outpatient and inpatient categories both refer to “facility
claims,” bills charged by institutions—including hospitals, nursing homes, and surgical centers—
for room and board, medical supplies, nursing care, and other services."! Inpatient facility fees

accounted for about 18.0% of health care spending and outpatient fees accounted for about
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24.6% of health care spending. The remaining 17.8% was for retail pharmacy prescription drugs.
The reported proportions are averages of per-person spending across the full 5-year analysis
period (2016 to 2020). Though overall spending varied from year to year (as reported above),
the proportion of spending contributed by each category remained roughly the same.

Figure 3: Components of Per-Person Health Care Spending (2016 to 2020,
combined)
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Source: Health Economics Program analysis of 2016 to 2020 data from the Minnesota All Payer Claims
Database, July 2022

Conclusion

Health care spending averaged $5,739 per commercially insured non-elderly Minnesotan during
the period 2016 to 2020. Annual spending per-capita grew by 14.0% during this period.
Utilization grew from 2016 to 2019, but declined from 2019 to 2020 amidst disruptions to
health care delivery caused by the COVID-19 pandemic. Prices, however, grew every year. As
has been demonstrated consistently in other analyses of national, state, and other data, price
growth remains the most influential driver of overall commercial health care spending growth.
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