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Trends in Health Care Costs and Spending
The high and growing cost of health care is a significant
issue for people, businesses, and government. Spending
on health care, which is a projected to be 17.6% of the U.S.
gross domestic product (GDP) in 2009, has consistently
grown faster than the economy overall since the 1960s.
This fact sheet presents some of the key statistics about the
level and growth of health care costs and spending in the
U.S. Links to additional resources are provided at the end
of the document.
Overall Spending
According to the Centers for Medicare and Medicaid
Services (CMS), the U.S. is projected to spend over $2.5
trillion on health care in 2009, or $8,160 per U.S. resident
(Exhibit 1).1 Health spending in 2009 is projected to
account for 17.6% of GDP.
• In 1970, U.S. health care spending was about $75
billion, or $356 per resident, and accounted for
7.2% of GDP.
• Health care spending has risen about 2.4
percentage points faster than GDP since 1970.
• CMS projects that by 2018, health care spending
will be over $4.3 trillion, or $13,100 per resident,
and account for 20.3% of GDP.

(10.6%), Japan (8.1%), and the United Kingdom
(8.4%). Switzerland was a distant second to the
U.S., devoting an estimated 11.3% of GDP to
health care.
Distribution by Service
Just over one-half of national health spending is for
hospital, and physician and clinical services (Exhibit 2).3
Spending on prescription drugs accounts for about 10% of
health expenditures.
Exhibit 2: Distribution of National Health
Expenditures, by Type of Service, 2007
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Exhibit 1: National Health Expenditures per Capita,
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The U.S. devotes considerably more of its economy to
health care than other developed countries. (Note that the
Organization of for Economic Co-Operation and
Development (OECD) uses a somewhat different
classification for health care spending than CMS.)2
• U.S. health spending as a share of GDP in 2006
(15.3% in OECD accounting) was considerably
higher than all other OECD countries, including
Canada (10.0%), France (11.0%), Germany

Concentration of Health Spending
While discussions about the costs of health care often focus
on the average amount spent per person, spending on
health services is actually quite skewed. About ten percent
of people account for 63% of spending on health services;
21% of health spending is for only 1% of the population. At
the other end of the spectrum, the one-half of the
population with the lowest health spending accounts for just
over 3% of spending.4
Sources of Health Spending
Health spending is fairly evenly split between the private
and public sectors, with private health spending accounting
for 54% of total health spending in 2007.5
• Spending by private health insurance comprises
64% of private health expenditures; 22% of private
expenditures is out-of-pocket payments by
individuals; the remainder (13%) is expenditures by
other private sources (e.g., philanthropy).
• CMS projects that the private share of national
health spending will fall to 49% by 2018, with public
spending growing to 51% as the oldest baby
boomers become eligible for Medicare.
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Impact on People and Businesses
The public experiences the cost of health care through the
amounts they must pay out-of-pocket, including the
premiums they pay for health insurance and the cost
sharing (e.g., deductibles, copayments) that they must pay
at the time that they receive care.
The consequences of medical care costs on families can be
quite serious. A recent poll found that one in five (19%)
said they experienced serious financial problems due to
family medical bills. Families also experienced medical
care-related consequences from health costs (Exhibit 3).6
Exhibit 3: Consequences of Health Care Costs
In the past 12 months, have you or another family member living in your household done each
of the following because of the cost, or not?
Relied on home remedies or over the counter
drugs instead of going to see a doctor

35%

Skipped dental care or checkups

34%

Put off or postponed getting health care you
needed
Skipped a recommended medical test or
treatment

27%
23%

Not filled a prescription for a medicine

21%

Cut pills in half or skipped doses of medicine
Had problems getting mental health care

15%
7%

53%

Did any of the above

Health insurance premiums have consistently grown faster
than inflation or workers earnings in recent years. Between
1999 and 2008, the cumulative growth in health insurance
premiums was 119%, compared with cumulative inflation of
29% and cumulative wage growth of 34% (Exhibit 4).7
• Although the share of total premiums that workers
pay has remained fairly stable (16% for single
coverage; 28% for family coverage in 2008) over
the past decade, the rapid growth in overall
premium levels means that workers are paying
much higher amounts than they did a few years
ago.8
• Almost one-in-five (18%) of nonelderly individuals
were in families where health care spending for
premiums and cost sharing exceeded 10% of
family after-tax income in 2004; for families with
incomes below poverty, the share was 28%.9
Exhibit 4: Cumulative Changes in Health
Insurance Premiums, Inflation, and Workers’
Earnings, 1999-2008
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The amounts people pay out-of-pocket for health
care depend on several factors, including the
quality of their health insurance (if any) and the
type and amount of services they use. For people
with health care expenses, the average share of
total health care costs that are paid out-of-pocket
was 33% in 2006. Because many insurance plans
have limits on out-of-pocket expenses,10 people
who have high health total spending have relatively
low out-of-pocket shares; e.g., the 1% of people
with the highest health spending in 2006 (total
costs more than $41,580) on average paid 7% of
their costs out-of-pocket.11
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