
Health Spending In OECD
Countries: Obtaining Value Per
Dollar
There is still scant evidence that the United States gets better value
for its higher health care spending.
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ABSTRACT: In 2005 the United States spent $6,401 per capita on health care—more than
double the per capita spending in the median Organization for Economic Cooperation and
Development (OECD) country. Between 1970 and 2005, the United States had the largest
increase (8.3 percent) in the percentage of gross domestic product (GDP) devoted to health
care among all OECD countries. Despite having the third-highest level of spending from
public sources, public insurance covered only 26.2 percent of the U.S. population in 2005.
The United States was equally likely to be in the top and bottom halves for sixteen quality
measures compiled by the OECD. [Health Affairs 27, no. 6 (2008): 1718–1727; 10.1377/
hlthaff.27.6.1718]

I
n 2 0 0 5 , u. s . p e r c a p i ta s p e n d i n g o n h e a lt h c a r e was greater than
that of any other country, according to data published by the Organization for
Economic Cooperation and Development (OECD).1 The United States spent

$6,401 per capita on health care in 2005—more than double the median per capita
expenditure ($2,922) of the thirty industrialized countries that form the Organi-
zation for Economic Cooperation and Development (OECD) (Exhibit 1). The
United States also spent the highest percentage of its gross domestic product
(GDP) on health care (15.3 percent) compared to the OECD median of 9.1 percent
(Exhibit 2). The country with the second-highest percentage of GDP devoted to
health care was Switzerland (11.6 percent).

In previous papers, we examined numerous hypotheses that could explain why
the United States has higher health spending per capita and dedicates the largest
share of its overall economy to health care. Topics have included administrative
complexity, aging of the population, threat of malpractice litigation, defensive
medicine, waiting lists, chronic disease burden, supply and utilization rates, ac-
cess to care, and resource allocation.2 The papers have also examined investment
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levels in health information technology (IT) that would make health care delivery
more efficient and eventually could lead to lower spending and improved health
outcomes.3 Other papers have compared health outcomes.4

Our previous work has consistently shown that the United States has lower
utilization rates than most other OECD countries (for example, numbers of hospi-
tal days and physician visits per capita). In addition, the supply of many medical
services (hospital beds per capita) and expensive technologies such as magnetic
resonance imaging (MRI) units and computed tomography (CT) scanners is
lower in the United States than in many other OECD countries (Exhibit 2).5 In
each of these papers, we have returned to the conclusion that much of the spend-
ing differences are attributable to the higher per capita income of the United
States and the fact that Americans pay much higher prices for medical care ser-
vices (“It’s the Prices, Stupid”).6

In this paper we return to an issue that we examined several years ago: the re-
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EXHIBIT 1
Public, Private, And Out-Of-Pocket Per Capita Spending In Thirty Organization For
Economic Cooperation And Development (OECD) Countries, 2005

SOURCE: Organization for Economic Cooperation and Development, OECD Health Data, 2007 (Paris: OECD, 2007).
NOTES: Data for Australia, Hungary, and Japan are from 2004. PPP is purchasing power parity.
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turn on investment in health care. We begin with a crude measure of outcomes—
life expectancy—to examine which countries have better-than-expected longev-
ity, given their level of health care spending and controlling for their per capita in-
come. We then take a closer look at how the United States compares to other
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EXHIBIT 2
Selected Health Statistics For Countries In The Organization For Economic
Cooperation And Development (OECD), 2005

Health care spending Supply Utilization

Country
Percent
of GDP

Change
(percentage
points) in
share of GDP,
1970–2005

Real average
annual growth
rate, 1970–
2005 (%)

Acute care
beds
(per 1,000)

Inpatient
acute care
bed days
(per capita)

Australia (AU)
Austria (AT)
Belgium (BE)
Canada (CA)
Czech Republic (CZ)
Denmark (DK)

9.5a

10.2
10.3

9.8
7.2
9.1

4.5b

5.0
6.4
2.9
–e

1.2b

3.5c

4.3
5.0
3.0
–e

2.3f

3.6a

6.1
4.4
2.9a

5.7
3.1a

1.0a

1.8
1.2d

0.9a

1.7
–e

Finland (FI)
France (FR)
Germany (DE)
Greece (GR)
Hungary (HU)
Iceland (IS)

7.5
11.1
10.7
10.1

8.1a

9.5

2.0
5.7
4.7
4.7
–e

4.8

3.4
4.1
3.2
4.4
–e

4.9

2.9
3.7
6.4
3.8a

5.5
–e

0.9
1.0
1.8
–e

1.6
–e

Ireland (IE)
Italy (IT)
Japan (JP)
Korea (KR)
Luxembourg (LX)
Mexico (MX)

7.5
8.9
8.0a

6.0
7.9
6.4

2.4
–e

3.4c

–e

4.8
–e

5.3
–e

4.1c

–e

5.9
–e

2.8
3.3
8.2
6.5
5.2
1.0

0.9
0.9a

2.1
–e

1.3
0.4

Netherlands (NL)
New Zealand (NZ)
Norway (NO)
Poland (PL)
Portugal (PT)
Slovak Republic (SK)

9.2a

9.0
9.1
6.2

10.2
7.1

2.3g

3.8
4.7
–e

7.7
–e

2.8g

2.9
5.1
–e

6.8
–e

3.1
–e

3.0
4.7
3.0
5.0

0.7
–e

0.9
–e

0.8
1.2

Spain (ES)
Sweden (SE)
Switzerland (CH)
Turkey (TR)
United Kingdom (UK)
United States (US)

8.3
9.1

11.6
7.6
8.3

15.3

4.8
2.3
6.2
–e

3.8
8.3

4.9
2.6
3.1
–e

3.9
4.4

2.6a

2.2
3.6
2.0
3.1
2.7

0.8a

–e

1.1
–e

0.9
0.7

OECD median 9.1 4.7 4.1 3.5 1.0

SOURCE: Organization for Economic Cooperation and Development, OECD Health Data, 2007 (Paris: OECD, 2007).

NOTE: Country abbreviations are used in Exhibit 3.
a 2004.
b 1971–2004.
c 1970–2004.
d 2003.
e Data not available for 2003–2005.
f 1971–2005.
g 1972–2004.



OECD countries on sixteen different process and outcome measures collected by
the OECD.

Health Spending Growth In 2005
The Congressional Budget Office (CBO), Federal Reserve Bank, and other gov-

ernment agencies are forecasting that the percentage of GDP spent on health in
the United States will continue to increase, and some policymakers are forecast-
ing serious economic implications if this percentage exceeds certain thresholds.7

One concern is that all of the real growth in the economy will be devoted to health
care once the percentage of GDP spent on health exceeds a certain threshold.8

These forecasts are based on the realization that the percentage of GDP spent on
health care in the United States between 1970 and 2005 increased approximately
2.5 percentage points faster than the overall growth rate of the economy as mea-
sured by the GDP, in spite of numerous efforts to control health spending. The per-
centage increased steadily: 7.0 percent in 1970, 8.8 percent in 1980, 11.9 percent in
1990, 13.2 percent in 2000, and 15.3 percent in 2005.

Between 1970 and 2005, the percentage of GDP devoted to health care increased
8.3 percentage points (from 7.0 percent to 15.3 percent). This was the largest in-
crease in the percentage of GDP spent on health care during this time period
among all thirty OECD countries. For example, Canada spent approximately the
same percentage of GDP on health care as the United States in 1970 (6.9 percent
versus 7.0 percent) but in 2005 spent only 9.8 percent. Denmark actually spent a
greater percentage of its GDP on health care in 1970 than the United States (7.9
percent versus 7.0 percent) but now spends only 9.1 percent. In 2005, the median
OECD country spent 9.1 percent of its GDP on health care, and only seven other
countries spent more than 10 percent (Exhibit 2).9 This raises the concern over op-
portunity costs: as more resources are devoted to health care, fewer resources are
left to be spent on other goods and services.

Public, Private, And Out-Of-Pocket Revenues
In most OECD countries, more than 75 percent of health revenues were from

public sources in 2005 (Exhibit 1).10 Only the United States, Mexico, and Greece
had less than half of their revenues coming from public sources. However, in abso-
lute-dollar terms, a different picture emerges. Adjusting for purchasing power
parity (PPP), the United States spent $2,884 from public sources. Only Luxem-
bourg and Norway spent more public dollars per capita than the United States,
and these countries were able to cover their entire populations using public funds.
In the United States, only 26.2 percent of the population was covered by public in-
surance in 2005.11

Although in most other OECD countries, private health insurance represents a
small proportion of total health revenues, in the United States private insurance
accounted for almost the same percentage of health care revenues (45.1 percent) as
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public insurance (41.8 percent) in 2005 (Exhibit 1). The United States spent
$2,675 per person on private health insurance in 2005, compared to only $162 per
capita spent by the median OECD country. Greece spent the second-highest
amount on private insurance: $1,703 per capita.

Out-of-pocket spending is often identified as a way to reduce moral hazard.12 It
is also a measure of underinsurance. Out-of-pocket spending in the United States
was about twice the OECD median in 2005. Switzerland had the highest out-of-
pocket spending per capita ($1,276), with the United States second ($842).

Value Per Dollar Spent
A number of recent studies have compared health care quality, on both process

and outcome measures, in the United States with that of other countries.13 One
question these studies are trying to answer is whether the United States is obtain-
ing value for its higher level of health spending. Their consistent finding is that de-
spite the higher spending, the United States scored average or slightly worse than
average on many quality-of-care indicators compared to other industrialized
countries. Perhaps even more troubling is that improvements in health status are
occurring at a lower rate than in most other OECD countries.14

We chose one commonly used indicator of health care quality—life expec-
tancy—and attempted to see which countries were receiving the greatest value
per dollar spent. We plotted the difference between the actual average life expec-
tancy in a country and the predicted average life expectancy based on a bivariate
regression of life expectancy and GDP per capita (measured in PPP; Exhibit 3).15

For example, actual U.S. life expectancy for 2005 was 77.8 years, and predicted life
expectancy based solely on the U.S. per capita income was 80.9 years. The differ-
ence in the two numbers (3.1 years) is plotted in Exhibit 3. On the horizontal axis,
we plotted the difference between actual average health care spending per capita
and predicted spending based on a similar bivariate regression of per capita
spending on per capita GDP, adjusted for differences in cost of living.16 For exam-
ple, actual U.S. per capita health spending was $6,401, and predicted health
spending based solely on per capita income was $4,204 in 2005.

Exhibit 3 shows four quadrants.17 The upper-left-hand quadrant is where the
country spent less than predicted on health care and yet had better-than-
expected length of life. Japan, the country with the highest life expectancy among
all OECD countries, had the largest gap between actual and expected life-years
(3.5). Spain and Italy also had better-than-expected life expectancy and lower-
than-expected per capita spending. The lower-right-hand quadrant is where a
country spends more than expected on health care yet has worse-than-expected
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life expectancy. The United States is a clear outlier, with the largest spending gap
of any country and the largest differences in life expectancy. Only Turkey and Bel-
gium joined the United States in the lower-right-hand quadrant.18

The relationship between life expectancy and health spending is admittedly a
crude analysis of value per health care dollar.19 Many other factors influence life
expectancy, and life expectancy is only one measure of health status. An extensive
literature has further explored other determinants of life expectancy. For exam-
ple, Ellen Nolte and Martin McKee showed that the United States had the most
lives (75,000–101,000 fewer deaths per year) to gain compared to eighteen other in-
dustrialized countries by treating preventable diseases with “timely and efficient
health care.”20 A study by Ken Thorpe and colleagues concluded that the United
States could reduce health spending by reducing “treated prevalence” rates—the
product of the prevalence rate of chronic diseases and medication use for condi-
tions—for which the United States is significantly higher compared to European
countries.21 Other nonmedical factors (such as social solidarity, income distribu-
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SOURCE: Organization for Economic Cooperation and Development, OECD Health Data, 2007 (Paris: OECD, 2007).
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tion, and job loss) also could affect life expectancy and the value of health spend-
ing. Other analyses have examined whether the type of health system influences
health outcomes. For example, Eddy van Doorslaer and colleagues found no signif-
icant differences between health systems and equity (an alternative quality mea-
sure) in the delivery of health care, although the United States and United King-
dom were notable outliers.22

Quality Comparisons
In 2001 the OECD began a process to collect comparable data on risk, process,

and outcome indicators for as many of the thirty OECD countries as possible.23

The methodology was loosely based on the methodology created in a five-country
comparison of outcomes.24 The most recent list includes nineteen measures for
which comparable data were available for measures chosen for their impact on
health status, policy importance, how likely they are to be influenced by the
health care system, face and content validity, and reliability.25 In spite of consider-
able work by analysts from the various countries, the indicators remain a conve-
nience sample, and many areas in medical care are not represented.

The United States submitted data on all but three indicators, and more are in
progress with the cooperation of the Agency for Healthcare Research and Quality
(AHRQ) Prevention Quality Indicator project.26 Although the results are depend-
ent on the number of countries reporting and which countries report, the results
suggest the United States is not receiving good value for a country that spends
more than any other OECD country (Exhibit 4). Overall, the United States is
about as likely to be in the top half as in the bottom half of the countries submit-
ting data.

For some indicators the United States ranked at or near the top. For example, it
ranked highest on cervical cancer screening and second on relative survival rates
for breast and colorectal cancer. For some vaccination measures the United States
scored high (lowest incidence of measles), but on other measures it did relatively
poorly (pertussis vaccinations for two-year-old children). On the two avoidable
risk measures, the United States ranked high on one indicator (the second-lowest
percentage of smokers among the total population) but had one of the highest
asthma admission rates per 100,000 discharges.27 The latter is deemed a sign of
lack of access to appropriate medical care, because hospitalization resulting from
asthma is considered to be avoidable with appropriate medical care.

Conclusion
In 2005 the United States continued to spend much more on health care than

any other OECD country. In spite of myriad cost containment initiatives during
the past thirty-five years, the annual rate of increase in real U.S. health care spend-
ing is slightly above the average annual rate of increase in the median OECD coun-
try. And the United States experienced the largest increase in the percentage of its
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GDP dedicated to health care among all OECD countries during 1970–2005. What
does the country have to show for this higher level of spending? U.S. life expec-
tancy is lower than would be predicted based on U.S. per capita income. The
United States is just as likely to be in the bottom or top half on a series of health in-
dicators. The value per dollar for health care in the United States is further com-
plicated by limitations in access to care; the country is not able to provide univer-
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EXHIBIT 4
Rank Of United States Out Of Total Number Of Organization For Economic
Cooperation And Development (OECD) Countries’ Most Recent Reporting Of Selected
Health Care Quality Indicators

U.S.
rank

Total number
of countries
reporting

Avoidable risk indicators
Smoking rate (percent of total population)
Asthma admission rate (discharges per 10,000 age 18 and older)

2a

16b
29
17

Process indicators
Cervical cancer screening rate (percent of women ages 20–69 screened)
Retinal exams in diabetics (rate per 100 for diabetics ages 18–75)
Influenza vaccination (percent over age 65 offered vaccination)
Mammography screening rate (percent of women ages 50–69 screened)
Coverage for basic vaccination program (percent fully immunized at age 2)

Overall
Hepatitis
Measles
Pertussis

1c

5b

9a

12c

8d

9d

15d

23d

22
12
23
23

11
14
24
24

Outcome indicators
Cervical cancer five-year survival rate

Relative survival rate (crude rate)
Observed survival rate (crude rate)

8e

9e
18
19

Breast cancer five-year survival rate
Relative survival rate (crude rate)
Observed survival rate (crude rate)

2e

5e
18
19

Colorectal cancer five-year survival rate
Relative survival rate (crude rate)
Observed survival rate (crude rate)

2e

5e
18
20

Asthma mortality rate, per 100,000 ages 5–39
Incidence of vaccine-preventable diseases per 100,000

Measles
Pertussis
Hepatitis

21c

1d

14d

15d

25

23
21
23

SOURCE: S.G. Armesto et al., ”Health Care Quality Indicators Project 2006 Data Collection Update Report,” OECD Health
Working Papers no. 29, 2007, http://www.oecd.org/dataoecd/57/22/39447928.pdf (accessed 3 November 2007).

NOTES: Relative survival rate numerator is the observed rate of women diagnosed with cancer surviving five years after
diagnosis, and denominator is the expected survival rate of a comparable group from the general population. Observed
survival rate numerator is the number of people diagnosed with cancer surviving five years after diagnosis, and denominator is
the number of people with cancer.
a 2005.
b 2002.
c 2003.
d 2004.
e 1998–2002.



sal insurance coverage, despite its high levels of private and public spending per
capita. Health reform efforts should focus on improving the value per dollar spent
on health care, in addition to other reform goals of extending coverage to all and
reducing unnecessary health care spending, so that Americans get the health care
system they are already paying for.

This research was funded by the Commonwealth Fund.
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