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Underlying Path of US Health Spending: 1981-2007

At our 2013 Symposium, Gene Steuerle presented on the share of the growth in real per capita 

GDP spent on health. My research shows that this figure was fairly constant (ignoring business 

cycles) at about 25% between 1980 and 2007. Applying a constant 25% rate to smoothed 

economic growth results in a continually declining excess growth rate as shown above.

We entered the 

recession at 

GDP+1.3
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Growth in Health Spending and GDP:  1990 to Present

From 2007 to 2013, health spending grew at GDP+1.4. The record low health spending growth 

from 2009 through 2013 averaged about GDP+0, but this is a common occurrence between 

recessions. The gap during recessions drives the long term average up. Spending jumped in 

2014 due to new hep C drugs and expanded coverage, but these effects are already diminishing.

Source: Center for Sustainable Health Spending
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Components of National Health Expenditures

Over 70% of health 

spending is for services such 

as hospital and physician 

care. About 13% is for 

medical products, dominated 

by prescription drugs. 

Another 8% is for costs of 

administering public 

insurance programs and for 

private insurer revenues in 

excess of benefit payments.  

The remainder is for public 

health, medical research, 

and structures and 

equipment.

Source: National Health Expenditure Accounts, 2014

To understand where we are headed, consider the components of health spending.
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Health Spending with Rx Component

Source: Center for Sustainable Health Spending analysis of NHEA.

Prescription drug spending was a major contributor to slow overall growth during 2010 

through 2013 and to the acceleration in 2014 and 2015. Growth peaked in 2014 at 12.2% 

and has since declined to about 7%.
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Company Quarterly Sales of Hepatitis C Medications

Source: Center for Sustainable Health Spending analysis of company reports.

The spike in Rx spending growth in 2014 coincides with the introduction of expensive new treatments 

for hepatitis C. Company sales of these drugs increased by $12.4 billion between 2013 and 2014.  

The lower Rx spending growth rate in 2015 (9.5%) coincides with a much smaller increase in 

company sales in 2015 ($1 billion). Sales are on pace to fall by $4.7 billion between 2015 and 2016!
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Growth Rates for Health Services Spending and Coverage

Source: Center for Sustainable Health Spending analysis of Health Reform Monitoring Survey 

and Quarterly Services Survey.  Growth rates are relative to the same quarter previous year.

As expected, increases in coverage were accompanied by increases in spending. The lag 

between increased coverage and increased spending appears to be between one and two 

quarters. Coverage growth peaked in Q3 2014 and has declined close to zero in Q1 2016.
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Growth Rates for Health Jobs and Coverage

Source: Center for Sustainable Health Spending analysis of Health Reform Monitoring Survey, 

Quarterly Services Survey, and BLS data. Growth rates are relative to the same quarter previous year.

Jobs in health care services have also been driven up by expanded coverage, but more 

gradually, and with a greater lag, than spending.  
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We are Still Waiting for a Slowdown in Health Job Growth

Source: Center for Sustainable Health Spending analysis of BLS data.

Data through June 2016 suggest that year-over-year growth in health jobs peaked in March 

2016 and has begun a slow decline.  

Growth in Health Care Services Jobs: Year-over-Year
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Acceleration in Health Jobs & Expanded Coverage:  States

Source: Center for Sustainable Health Spending analysis of BLS and ACS data.

This is a plot of the acceleration 

in health jobs versus expanded 

coverage by state. The 

measure of acceleration 

compares the pre-acceleration 

rates of June 2013-June 2014 

to the post acceleration rates of 

June 2014-March 2016. 

Expanded coverage compares 

2014 to 2013. We will update 

this to 2015 coverage when 

ACS data are released this Fall.

The data are noisy but show a 

statistically significant 

relationship between expanded 

coverage and acceleration in 

health jobs. (this updates the 

chart from the HA blog)

http://healthaffairs.org/blog/2015/11/20/expanded-

coverage-appears-to-explain-much-of-the-recent-

increase-in-health-job-growth/

http://healthaffairs.org/blog/2015/11/20/expanded-coverage-appears-to-explain-much-of-the-recent-increase-in-health-job-growth/
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Implications for Future Health Spending Growth

 With the leveling off of expanded coverage in 2016, the growth rate 

in spending on health care services should continue its decline and 

move close to the 4% growth rates experienced prior to expanded 

coverage.

 The impact of expanded coverage and hep C on prescription drug 

spending growth should also be diminishing as 2016 draws to a 

close. All else equal, this should cause the downward trend to 

continue, bringing growth below 7% and perhaps below 6% 

(however, this is a volatile component and difficult to predict).

 Unfortunately, we are due for another recession within the next few 

years (we are entering year 8 of the expansion)* and this will 

increase the gap between health spending and GDP growth.

 Best guess:  the underlying path is at GDP+1 and trending down 

(slowly) toward GDP+0

*recession years:  1945,1949,1953,1957,1960,1970,1973-75,1980-82,1990-91,2001,2008-9

gap between recessions:  4, 4, 4, 3, 10, 3, 5, 8, 10, 7, ?
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Is Our Current Path Sustainable in the Long Run?        

The Triangle of Painful Choices

In this triangle, taxes 

are at record highs, 

defense & other non-

health spending are at 

record lows, and health 

spending growth is less 

than GDP+1.

The triangle explores the rate of excess growth in national health 

spending (starting in 2017) that would be consistent with a small primary 

budget surplus (0.5% of GDP) in 2035, assuming social security to be at 

6.3% of GDP. Assumes per beneficiary cost trends are equal for payers.

This chart shows options for a  

small primary budget surplus in 

2035 that is consistent with a 

stable debt-to-GDP ratio. Federal 

tax revenues and spending are 

shown as a percentage of GDP.  

Even with health spending 

growing at GDP+0 we will face 

record high taxes and record low 

defense and other non-health 

spending.

http://healthaffairs.org/blog/2016/06/2

3/health-spending-growth-still-facing-

a-triangle-of-painful-choices/

http://healthaffairs.org/blog/2016/06/23/health-spending-growth-still-facing-a-triangle-of-painful-choices/

