


COSTS OF HEALTHCARE IN THE PITTSBURGH METROPOLITAN AREA

BERKELEY RESEARCH GROUP

2

Introduction

The Pittsburgh healthcare system includes two large integrated financing and delivery systems. The University of Pittsburgh Medical 
Center (UPMC) operates eight hospitals in the city of Pittsburgh and more than thirty hospitals throughout the Commonwealth 
of Pennsylvania. In addition, UPMC operates the UPMC Health Plan, which provides coverage to approximately three million 
Pennsylvania residents. The second system includes seven hospitals in Western Pennsylvania and is owned by a large provider 
of health coverage.

This paper has been prepared to better understand how the presence of these two large integrated financing and delivery systems 
have affected healthcare costs in the Pittsburgh metropolitan area. The paper compares Pittsburgh’s costs to US healthcare costs 
and to costs in other cities and metropolitan areas. Three issues are addressed:

 • Health insurance premiums for family coverage

 • Medicare expenditures per beneficiary

 • Hospital costs

Summary of Findings

For the period studied (2015–2016), Pittsburgh’s healthcare costs were among the lowest in the US. Overall costs, as measured 
by health insurance premiums, were exceptionally low. Hospital costs were also low: Pittsburgh’s case-mix adjusted Medicare 
costs per case were lower than costs per case in the twenty largest cities in the US. 

In 2016, Pittsburgh had lower healthcare premiums for family coverage than nearly all US Metropolitan Statistical Areas 
(MSAs). The 2016 Medical Expenditure Panel Survey (MEPS) of the federal Agency for Healthcare Research and Quality 1 
identifies employer and employee contributions for family health coverage. Only three of the thirty largest US MSAs (Las 
Vegas, San Diego, and St. Louis) had lower employer contributions to family coverage than Pittsburgh (the Pittsburgh MSA 
is twenty-sixth largest). Further, only three of the thirty largest US MSAs (Las Vegas, San Diego, and Portland) had lower 
overall contributions to coverage (employer and employee combined). 

Although Medicare per-capita expenditures in the Pittsburgh MSA were higher than many other MSAs, these higher 
expenditures are due to the considerably larger presence of “old elderly” (population over age seventy-five) in the Pittsburgh 
area as compared to other MSAs. For the US as a whole, 6.0 percent of the population was over age seventy-five in 2016. 
In Pittsburgh, 8.9 percent of the population (48.3 percent higher) was over age seventy-five during the same time period.2 
When adjustments are made for differences in case mix, Pittsburgh’s hospital costs for Medicare patients were among 
the lowest in the US for the period studied (2015). These lower costs are the result of lower payment rates and not lower 
hospital utilization, which means that Pittsburgh’s hospitals provide care more efficiently.  

1 Agency for Healthcare Research and Quality (AHRQ), Center for Financing, Access, and Cost Trends, Medical Expenditure Panel Survey 
Insurance Component 2016 Chartbook (September 2017), available at: https://meps.ahrq.gov/data_files/publications/cb21/cb21.pdf

2 The Dartmouth Atlas of Healthcare, http://www.dartmouthatlas.org/data/map.aspx?ind=334
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As shown in Table 1, Pittsburgh’s combined premiums were 12.9 percent lower than Philadelphia’s premiums, 15.7 percent 
lower than Baltimore’s premiums, and 16.3 percent lower than New York City’s premiums. Pittsburgh also had the fourth lowest 
employee contributions to family coverage. Only the Detroit, Portland, and Sacramento MSAs had lower family contributions.

Medicare Expenditures Per Beneficiary

Medicare expenditures per beneficiary are calculated on a county basis. In this analysis, total Medicare expenditures per beneficiary 
and total hospital inpatient expenditures per beneficiary for 2015 are reviewed. Data for all thirty-nine counties with populations 
of more than one million in 2015 are included. Allegheny County was the thirty-first most populous county in the US in 2015.

Of the thirty-nine US counties, Allegheny County had the sixteenth highest Medicare expenditures without adjustments for its older 
Medicare population in 2015. Miami-Dade County, Florida, had the highest Medicare expenditures per beneficiary (unadjusted 
for age). Wayne County, Michigan, had the highest Medicare hospital inpatient expenditures per beneficiary (unadjusted for age). 
Allegheny County had the thirteenth highest hospital inpatient expenditures per beneficiary (unadjusted for age). 

As previously noted, Allegheny County has an older Medicare population than nearly all areas of the US. 8.9 percent of Allegheny 
County’s population is over the age of seventy-five, compared to a US average of 6.0 percent. 4  In fact, Allegheny County has the 
second highest percentage of people over age seventy-five of all counties with a population of more than one million people. Only 
Broward County, Florida, has a higher percentage (10.0 percent). Not only is Allegheny County’s population over age seventy-five 
considerably higher than the national average, it is more than double the percentages for the following counties:

Unadjusted Medicare expenditures per beneficiary are presented in Table 2. 

Harris County, 
Texas:  
3.8%

Tarrant County, 
Texas:  
4.2%

Dallas County,  
Texas:  
3.9%

Fairfax County, 
Virginia:  
3.5%

Riverside County,  
California: 
4.2%

Travis County,  
Texas: 
3.6%

San Bernardino County, 
California: 
4.3%

Salt Lake County,  
Utah: 

4.4%








