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mericans value health care highly, as demonstrated by our society’s substantial investment in it. Our nation invests in the health of its people by directly
providing health insurance for some (e.g., Medicare for people over age 65) and by
offering tax subsidies to support health insurance for others. About 85 percent of the
U.S. population benefits from these financial supports for health insurance. At the
same time, 41 million people lack coverage every year.
The federal, state, and local governments spend substantial sums—about $30
billion annually—to compensate hospitals and clinics for services provided to the
uninsured. Doctors donate services valued at another $5 billion. Despite these efforts,
uninsured Americans are more likely to have poorer health and die prematurely than
those who are insured.
WHAT DOES THE LACK OF HEALTH INSURANCE COST SOCIETY?
In its fifth report, Hidden Costs, Value Lost: Uninsurance in America, the IOM
Committee on the Consequences of Uninsurance tallies some of the economic and
social losses to the country of maintaining so many people without health insurance.
It also explores the potential economic and societal benefits that could be realized if
everyone had health insurance on a continuous basis, as people over age 65 currently
do with Medicare.
When people lack health coverage, society’s costs are substantial:
• The uninsured lose their health and die prematurely. Uninsured children lose
the opportunity for normal development and educational achievement when
preventable health conditions go untreated.
• Families lose peace of mind because they live with the uncertainty and anxiety of the medical and financial consequences of a serious illness or injury.
• Communities are at risk of losing health care capacity because high rates of
uninsurance result in hospitals reducing services, health providers moving
out of the community, and cuts in public health programs like communicable
disease surveillance. These consequences can affect everyone, not just those
who are uninsured.
• The economic vitality of the country is diminished by productivity lost as a
result of the poorer health and premature death or disability of uninsured
workers.

Health care accounts
for roughly 14 percent
of the nation’s annual
gross domestic product (GDP).

Forty-one million people are uninsured each
year. 80 million Americans experience some
period without coverage over 2 years.

•

Medicare, Social Security Disability, and the criminal justice system probably
cost more than they would if everyone had health insurance up to age 65. For example, when an uninsured woman with diabetes turns 65 years old and gains
Medicare, her condition is likely to be worse and require more intensive treatment than if she had previously been insured. Similarly, uninsured persons who
are mentally ill often do not get appropriate treatment and may end up in the
criminal justice system at significant but potentially avoidable costs.

The costs to society of having a large uninsured population are not primarily due to
the costs of providing health services free of charge to those without coverage. Most of
the cost is in the form of poorer health for the uninsured because they frequently receive
too little care, too late. The pyramid illustrates the extent of loss of life, acute and chronic
illness, and the pool of uninsured people who are at risk for poorer health and shorter
lives. The potential economic value to be gained in better health outcomes from continuous coverage for all Americans is estimated to be between $65 to $130 billion each year,
assuming the uninsured will use health care as do those who now have health insurance.
It includes, but is not limited to, higher expected lifetime earnings due to improved productivity and educational and developmental outcomes.

HOW IS A VALUE PLACED ON HEALTH AND A LONGER LIFE?
The healthy years that someone expects to have over the course of a lifetime can be
thought of as that person’s “stock” of “health capital.” The differences in health status
and length of life between uninsured and otherwise similar people with health insurance
represents the value of health capital lost from poorer health over the lifetime by those
who lack coverage.
The range in expected annual benefits ($65–$130 billion) of insuring the uninsured
comes from different assumptions about the extent to which the disparities in health
status between the insured and uninsured would be eliminated by gaining coverage. To
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develop these estimates, the Committee adopted an analytic strategy for placing an economic value on life and health similar to that used by public agencies such as the Environmental Protection Agency and the Department of Transportation. When agencies responsible for public health and safety regulate exposures and risks—for example, by setting fuel emissions standards and requiring seat belts and air bags in cars—they implicitly
establish the value of these interventions in terms of the improved health and lives extended throughout society.
The lack of health insurance across the United States can be thought of as imposing
a risk to the health and longevity of the American population. Likewise, the cost of insuring everyone continuously can be thought of in terms of the value of improved health
outcomes gained as a result. The Committee’s analysis of the economic benefits of insuring the uninsured is consistent with the approaches used by regulatory agencies in their
quantitative analyses of costs and benefits.
HOW MUCH IS NOW SPENT ON HEALTH SERVICES FOR THE
UNINSURED?
People who were uninsured for part or all of 2001 received health care services valued at about $99 billion. This total includes the amount the uninsured paid out of their
own pocket, any insurance payments made if they were insured for part of the year, any
worker’s compensation payments for health care and any charity care received.
Uninsured children and adults are less likely to incur health expenses in a year because they are less likely to seek care than are those with health insurance. When they do
receive services, the uninsured are often charged a higher price and pay a higher portion
of the total cost themselves than people with coverage. For those who are uninsured for
part rather than the whole year, private and public health insurance pays more than half
the annual costs of services used. Still, being uninsured just for a short time can put a person at risk for poorer health outcomes and financial losses.
The burden of uncompensated (charity) care amounted to $35 billion in 2001 and is
largely borne by taxpayers. The public supports 75 to 85 percent of this care through federal, state and local government programs. For example, public dollars subsidize the hospital in your community when patients are not able to pay their bills.
WILL PEOPLE WHO ARE UNINSURED USE MORE HEALTH CARE IF THEY
GAIN COVERAGE?
Yes; total health costs for those who now lack coverage would be expected to increase from the $99 billion they now incur by an estimated $34 to $69 billion each year.
This additional spending includes more appropriate use of health care that can improve
health. In the absence of action to expand coverage, we can expect the existing gap in
health outcomes to widen as health care interventions become ever more effective in improving health and extending life. Existing disparities between insured and uninsured
people in their access to effective care will become increasingly inequitable.
IS IT WORTH IT FOR THE COUNTRY TO MAKE SURE EVERYONE HAS
COVERAGE?
First, health insurance for those Americans who now lack it would likely yield dividends in terms of improved health of between $65 and $130 billion annually. Second,
knowing health insurance is assured would reduce the stress and uncertainty about future
medical care needs and financial demands for all of us. The prospect of losing insurance
is a very real fear for most Americans. If having health insurance were a certainty, families’ fears would be alleviated about whether they can afford health care and also meet
other basic needs like buying groceries and paying the rent. Third, if everyone had cover-
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Ninety-nine billion
dollars are now
spent on health care
services for the uninsured.

The uninsured use
fewer services and
have poorer health
outcomes than the
insured.

Insuring the uninsured could yield
$65-$130 billion in
better health each
year.

age, the continued viability of community health services and facilities would be more
secure because of the greater financial stability of insurance-based financing.
The Committee concludes that the estimated benefits across society in healthy years
of life gained by providing health insurance coverage are likely greater than the additional social costs of providing coverage to those who now lack it. Current disparities in
access to and the quality of health care between uninsured and insured Americans do not
reflect the ethical commitments to equality of opportunity and respect for all members of
society that underpin American democracy. We are not getting the best return on our
considerable national investment in health because public policies allow tens of millions
of Americans to remain uninsured. It is time to insure everyone.
E E E
For More Information…
Visit the Committee’s website at www.iom.edu/uninsured.
Copies of Hidden Costs, Value Lost: Uninsurance in America are available for sale from the National Academies Press; call (800) 624-6242 or (202) 334-3313 (in the Washington metropolitan area), or visit the NAP
home page at www.nap.edu.
This study was funded by The Robert Wood Johnson Foundation.
The Institute of Medicine is a private, nonprofit organization that provides health policy advice under a congressional charter granted to the National Academy of Sciences. For more information about the Institute of
Medicine, visit the IOM home page at www.iom.edu.
Copyright ©2003 by the National Academy of Sciences. All rights reserved.
Permission is granted to reproduce this document in its entirety, with no additions or alterations.
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