
Student Health Insurance
What’s Driving Costs—and Why Coverage Is So Important
In the past few years, the cost of health care and health insurance has experienced sizable 
increases, rising faster than the cost of living. These increases have affected student health 
insurance as well as more traditional health insurance. This paper examines the increasing 
cost of health care and health insurance, discusses why student health insurance costs 
less than traditional insurance and illustrates and why StudentResources may be the best 
choice for a student health insurance program.

The Cost of Health Care 
The main reason for rising health insurance premiums is the rising cost of health care, which 
continues to grow each year and is expected to continue growing for students and non-
students alike. According to the Centers for Medicare and Medicaid Services, Americans 
spent $1,353 billion on health care in 2000. In 2005, that number rose to $1,988 billion 
and is predicted to reach $2.262 trillion in 2007.1 That’s an average of $6,697 per person in 
2005 and $7,498 per person in 2007.2

The increase in health care spending has slowed in recent years, but its rate of growth 
still outpaces that of inflation (figure 1). Health care spending grew 6.9 percent in 2005 
while the country’s gross domestic product grew 3.2 percent. Sixteen percent of our gross 
domestic product is spent on health care.1,3,4

Figure 1:  Average Annual Growth Rates in National Health Spending1

Source: Centers for Medicare and Medicaid Services, Office of the Actuary
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Cost Contributors

Many services, including those students often use, contribute to the high cost of health care. 
Figure 2 shows how the health care dollar is divided among various cost contributors.

Figure 2: 2005 Health Care Spending by Category5

Source: Centers for Medicare and Medicaid Services, Office of the Actuary

Hospital Costs

Hospital costs account for the largest part of the health care dollar. Although hospital costs 
were 31 percent of the amount spent on health care in 2005, that number is 7 percent less 
than it was 20 years ago.2

Part of the decrease may be attributed to lower utilization of hospital services. Although 
utilization grew at 4.5 percent in 2005, the rate of increase has been lower the past few 
years—just 1.3 percent in 2004 and 0.7 percent in 2003.6

The Center for Studying Health System Change explains that the one-year increase might 
be attributed to the economic recovery driving greater demand for hospital services. 
In addition, the severe flu season in 2005 and shortage of vaccinations may have also 
contributed to increased hospital use.6 

Lower hospital utilization over time correlates with more disease management and 
coordination of care programs being offered by health insurance plans.7 These programs 
help insured individuals manage their medical conditions before they become serious 
enough to require hospitalization.

 

Prescription Drug Costs

The growth rate of prescription drug costs has decreased over the past six years—to 4.8 
percent in 2005 from a high of 18.4 percent in 1999. This slowing is due partly to new 
benefit designs and incentives for insured individuals to use generic drugs.8

Although the growth in prescription drug costs is slowing, prescription drugs still account 
for 10 percent of health care spending, twice as much as in 1985. In 2005, Americans spent 
$11.1 billion on prescription drugs. The average annual per-person spending that year was 
$201, compared with $190 in 2004 and just $22 in 1985.2

Consumers today are more aware of the prescription drugs available because 
pharmaceutical companies advertise directly to them on TV and radio and in magazines 
and newspapers. The Kaiser Family Foundation studied the impact of direct-to-consumer 
advertising on prescription drug spending and found that direct-to-consumer advertising 
during 2000 led to an additional $2.6 billion in drug spending. Every $1 the industry spent 
on direct-to-consumer advertising yielded an additional $4.20 in sales.9
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The amount of the prescription drug cost that individuals pay out-of-pocket has been 
decreasing since 1980—from 70 percent to just 25 percent in 2005. The amount paid 
by private insurance has increased from 15 percent in 1980 to 47 percent in 2005. The 
remaining amount is paid by public funds.2

People are using more prescription drugs today than ever before, which may allow people 
to live longer and manage long-term illnesses better. New drugs may offer a cost-effective 
alternative to more expensive inpatient care.

Physician and Clinical Services

Since 2000, the cost of physician and clinical services has continued to grow at a steady 
pace of 6 percent to 8 percent per year.8 In 2005, the average per-person amount spent on 
physician and clinical services was $421 per year compared with $394 in 2004 and just 
$90 in 1985.2

Technology

People are living longer, better-quality lives because of new medications, new diagnostic 
techniques and new surgical procedures. New technologies may be used to prevent or 
cure disease, better diagnose disease, extend life, rehabilitate patients, or relieve pain 
and suffering. Magnetic resonance imaging, hip and knee replacements, transplants and 
treatment of athletic injuries are examples of technologies that have improved health care. 
But these and other technologies mean higher costs. 

Cost Shifting

When the federal government cuts Medicare reimbursement to providers like hospitals and 
physicians, the providers shift some of the cost by increasing their standard fees to some of 
the privately insured population. 

State Mandates

State legislatures can require insurance companies to provide broader coverage for a 
variety of conditions. When broader coverage is mandated, claims increase, and the cost of 
insurance is forced upward.

Why Student Health Insurance May Cost Less
Student health insurance often is less expensive than traditional health insurance programs. 
Reasons for this lower cost include:
l College students usually are younger and healthier than the general population, resulting 

in reduced risk. Insurance rates reflect that reduced risk.
l When students complete their education, they are no longer eligible for student health 

insurance, which means that most participants are only enrolled for a limited, relatively 
short period of time. Actuaries point out that the longer a person stays enrolled in a 
particular health insurance pool, the more health care he or she will require. 

l Student health insurance plans are custom designed to meet the needs of the school’s 
students, and most are tailored around a school’s student health center. Many health 
centers provide deep discounts if care is provided on campus. For this reason, student 
health insurance plans don’t need to be as comprehensive as traditional plans.

The advantages of student health plans make them an affordable, quality alternative to more 
expensive, more comprehensive traditional health plans.
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Mandatory or Voluntary Coverage
Student health programs can be either voluntary or mandatory, but mandatory coverage has 
many advantages, including:  
l With a mandatory health insurance program, all students without comparable coverage 

are required to enroll, creating a larger risk pool. Spreading risk across a larger number 
of students results in lower premium rates. 

l Mandatory coverage ensures that 100% of your students are protected in the event of a 
sickness or injury.

l A voluntary program not only draws fewer students, but it typically leads to anti-
selection. Anti-selection means that the students who enroll “need” the coverage, 
typically for chronic and ongoing illnesses or injuries.  These students utilize the 
coverage more, which typically leads to higher loss ratios in the plan, resulting in steady 
premium increases. 

l Simply put, the more students who participate in a plan, the lower the premium rates.

What StudentResources Offers
StudentResources is one of the nation’s largest student health plan providers, with a 40-
year history of offering experience, stability, and diverse, customized insurance needs that 
meet students’ specific needs. 

More than 90 percent of StudentResources’ health benefit programs are custom designed 
to fit the needs of the school and its students. Schools may choose plans that use preferred 
provider organizations (PPOs) or indemnity plans, all of which include dental and vision 
care in addition to illness and accident coverage. Schools may also add a prescription drug 
program. 

With PPO plan designs, students have access to UnitedHealthcare’s extensive network 
of more than 520,000 physicians and other health care professionals and 4,700 hospitals 
nationwide. The school’s student health center usually is part of the UnitedHealthcare 
network and serves as the students’ health benefits provider. 

Illness and accidents don’t always occur at home or school. When traveling in the U.S. or 
internationally, students can easily locate a network physician. They simply call a toll-free 
number and receive information about nearby network physicians and hospitals. 

Most schools compete in football, basketball, baseball or other sports. Intercollegiate 
athletes may require additional insurance, which StudentResources offers directly through 
each school’s athletic department. 

When they graduate, students may wish to purchase short-term health insurance until they 
receive coverage from an employer’s group insurance plan. Another UnitedHealthcare 
company, Golden Rule Insurance Company, specializes in individual insurance that includes 
short-term plan designs.

Additional Services

StudentResources also offers its members a number of noninsurance services:
l Access to registered nurses 24/7. Students can call NurseLine for help in determining if 

they need to seek medical care, understand their medications or medical procedures, or 
learn ways to stay healthy. 

l Web-based services. Students can review their health care benefits, such as 
deductibles, copays, and covered services, and track the progress of their claims at 
www.UHCSR.com.

l Free monthly newsletter tailored to students’ interests. The newsletter covers health and 
wellness issues as well as other student-oriented topics.

l Student Health Zone, which offers the equivalent of 80 encyclopedias of health 
information for college students, parents, and student health centers.
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A Healthier Future

The primary purpose of student health insurance is to keep students in school so they can 
graduate and become productive members of society. Few students have the financial 
resources to pay for extensive medical care. Faced with large medical bills, students may not 
be able to afford to continue their education. When all students are insured, these risks are 
minimized. Schools retain more students—and students graduate to realize their potential.
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