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Health Spending Outgrew Economy


For 80 years, growth in real per capita health spending almost always outpaced growth in the rest of the economy by as much as 6 percentage points.




 For 80 years, per capita health spending has grown persistently each year from one to six percentage points faster than the non-health portion of the economy. Since 1929, annual growth in per capita NHE (4.1 percent) was slightly more than double the rate experienced in the rest of the economy. 
 However, the size of the disparity has changed dramatically over this period (figure 1.5a). Health spending growth has outpaced general economic growth by the largest margins during periods of significant expansions of public health insurance coverage (the introduction of Medicare and Medicaid in the 1960s, Medicaid expansion in the 1980s), and years marked by poor economic performance (for example, stagflation during the 1970s). 
  [image: After adjusting for inflation, increased health spending per person has outstripped the increase in non-health GDP per capita for many decades.]
 The more fine-grained data shown (figure 1.5b) are for a shorter time but demonstrate how infrequently annual growth in per capita non-health sector GDP has outpaced the rate of increase in NHE per capita since 1960. Rather than exhibiting a common pattern, the few cases in which this has occurred have unique explanations. 
  [image: Since 1960, annual growth in inflation-adjusted health costs per U.S. resident fell below the rise in non-health costs per capita only seven times.]
 It is worth emphasizing from the previous discussion what these trends do (and do not) imply. Both sets of growth rates have been calculated from "real" (inflation- adjusted) per capita estimates of NHE and non-health sector GDP (that is, GDP minus NHE), using the GDP deflator to remove the effects of general economy-wide inflation. (Using chained dollars is a more precise way of measuring inflation than using the standard CPI.) Including the effects of health-specific inflation, the higher observed growth in real per capita NHE does not imply that growth in per capita health  output  has been double that of the rest of the economy. As well, components of both NHE and GDP reflect investments in capital or research and development (R&D) that might not pay off until future years. Thus, the growth rate differential is not a precise comparison of how Americans have consumed health care relative to everything else. 
 Our apparent willingness to increase expenditures on health care even during periods that the real economy is shrinking is suggestive of the relative priority of health care over everything else. Conversely, to date Americans have been able to enjoy a rising standard of living notwithstanding their high level of spending on health. 
1. Downloads 



  Download Excel tables used to create both figures: 
Figures 1.5a/1.5b Tables. 
Figures 1.5a and 1.5b both were created from the following table (the workbook includes all supporting tables used 

to create this table):
 	Fig. 1.5a: Table 1.5. Compound Annual Growth in U.S. Per Capita Real National Health Expenditures, GDP and Non-health GDP (chained 2005 dollars): 1929 to 2021

	Fig. 1.5b: Table 1.5.1 Compound Annual Growth in U.S. Per Capita Real National Health Expenditures, GDP and Non-health GDP (chained 2009 dollars): 1929 to 2021



 

 Download PowerPoint versions of both figures. 

 	Figure 1.5a Image Slide (as it appears above)

	Figure 1.5a Editable Slide (can be formatted as desired)

	Figure 1.5b Image Slide (as it appears above)

	Figure 1.5b Editable Slide (can be formatted as desired)
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1.5b Since 1960, annual growth in inflation-adjusted health costs per U.S.
resident fell below the rise in non-health costs per capita only seven times
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1.5a After adjusting for inflation, increased health spending per person has
outstripped the increase in non-health GDP per capita for many decades
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Note: Non-health GDP = GDP minus NHE. Growth rates calculated from real GDP per capita (chained 2005 dollars)
‘and real NHE per capita [calculated in 2005 dollars from GDP price deflator,





