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Concerns About Growing Spending,

Persistent Waste, and Desire For Innovation

20 Health Spending as a Percent of GDP

18
16
14

12
| ||| “

1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

o

oON B OO

A decrease in
unnecessary healthcare
services “appear to be
slow in moving”
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We've Started Spending Debates in the Past...
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We Need a New Approach
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The New Approach Will Not Be Easy

How much and how should health
spend be allocated?
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NPC’s Research Portfolio on Health Care
Spending

| Is the US a Health Care Spending Outlier?

;? oo 2 What Can We Learn from EX-US Health Systems?

Is There a Framework for Discussing Health Spending?

How Does Willingness to Pay Vary by Population?

= +# 5=| What Tradeoffs Do Consumers Make When Selecting a
: Health Plan?

Why Aren’t We Making Progress Disinvesting in Low-

Value Care? ::°@
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What We Need to Do:
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The Dialogue Begins
Health Affairs

CONSIDERING HEALTH SPENDING
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By Devid M. Cutler

Interpreting National Health Expenditure
Projections: Issues And Challenges

Why We Need A Serious Conversation About
Health Spending

PERSPECTIVE

What Is The US Health
Spending Problem?
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AssTRACT Is Increased spending on medical care harmful to the US
economy? The overall share of the gross domestic product spent on
‘medical care is not a problem, provided that the services bought are
worth more than their cost. However, high and rising costs expose two
often-overlooked problems. First, spending s too high because many
dollars are wasted. Estimates suggest that unnecessary medical spending
costs the typical American family thousands of dollars each year. Second,
high medical costs combined with stagnant incomes for a large share of
the population and the inability of governments at all levels to raise tax
dollars leads to increased health and economic disparities: fewer people
covered by private insurance, the rationing of care in public health
programs, and the lack of funds for other social programs. These
distribution issues, coupled with the large waste, imply that efforts to
address medical spending need to be among our highest priorities.
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time, t

over the next decade.' The Centers  facturing. Today those two industries combined

for Medicare and Me: s actuaries
suggest that costincreases will be driven by price
increases, though to a smaller extent than in the
past, and that there will be continued increases
in utilization and population aging.
Rising medical spending inevitably leads to
des
s there some limit on what
is reasonable for a country to spend on health?
In this perspective I consider the economics of
medical spending and, in particular, whether the

account for only 13 percent of the gross domestic
product (GDP). At least some of medical care’s
increasing share of the GDP is 2 natural response:
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cheaper and thus demand moving elsewhere.
‘There is no obvious hamm in this reallocation.
However, noting that high spending on medi
cal care is not prima facie problematic does not
imply that we needn't worry about the level of
such spending in the United States. There are
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e Part Of Spending Is Wasteful
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Tackling the Big Issues

Tackling the Big Issues

from 2015.

Those figures will trigger a hundred response pieces, most of them
proposing simple fixes that are not up to the task of changing the way we
view health care in this country. We know that those easy fixes arent up to
the task because we have been discussing ways to cut spending for years.
/e were here a year ago, when hit $3.2 trillion (17.7% of GDP). We
the millennium, when the $1.4 trillion (13.8% of GDP)
wie spent was broadly condemned as unsustainable.

were here at the tum of
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at 5.5 percent per year through 2026. This rate is about halfway between the
pre-recession rate of 7.3 percent and the exceptionally low rate (3.8 percent
experienced during the recession and immediate aftermath. This projected
his 1 percentage point above expected gross domestic

th, & smaller gap than for almost any 10-year period
since 1990. These non-partisan, thorough projections are a valuable
benchmark for all stakeholders anticipating the fiscal footprint of the health
¥, but there are several important issues to keej
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Let’s Start the Journey
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