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20.4 Projected Real GDP per Capita Will Decline within 30 Years Due to Growth in Health Spending


Over the next 50 years, the country can "afford" growth in health spending that exceeds growth in the general economy only if the difference is not too much. Continuing historical rates of excess growth in health spending could result in a decline in real GDP per capita within 30 years.




 After deducting amounts for health care, the inflation-adjusted amount of personal consumption spending per American more than tripled in the 80 years since 1929 (figure 20.4a). Despite enormous growth since 1929 in health spending and the size of government—both of which reduced the amount that otherwise would have been available for personal consumption—what Americans had left for everything else still was able to grow. Admittedly, what was left would have been twice as large in a world without any spending on health care or government. No one aspires to live in such a hypothetical world. The purpose of figure 20.4a is to illustrate that the growth in health care (and government) has not been so rapid that it reduced the American standard of living from generation to generation. 
  [image: Despite increasing health spending and taxes, non-health personal spending per capita more than tripled from 1929 to 2009.]

 However, the United States cannot afford a continuation of historical rates of excess cost growth unless Americans are comfortable with a decline in non-health GDP per capita within the next 75 years. How quickly that occurs will depend on which historical excess cost growth number is used. 
 Using actual experience from relatively recently (1990-2008), annual excess cost growth was 1.4 percent. Continuing this into the future would produce a downturn in inflation-adjusted non-health spending per capita in the year 2070 (figure 20.4b). However, extrapolating the experience of 1975-2008 (1.9 percent excess cost growth) would result in a decline in real GDP per capita by 2053. This downturn would be so sharp that health care would absorb all of GDP by 2090. 
  [image: Non-health GDP per person could decline within 50 years if excess cost growth continues at historical levels.]

 Because people have to have food, clothing, and shelter, 100 percent of GDP logically can never be fully devoted to health care. These projections are not predictions because they lack assumptions about changes in policy or behavior. Their use lies in demonstrating how much of a change in experience is required to "bend the cost curve" enough to avoid an undesirable outcome. 
1. Downloads 



 Download PowerPoint versions of both figures. 

 	Figure 20.4a Image Slide (as it appears above)

	Figure 20.4a Editable Slide (can be formatted as desired)

	Figure 20.4b Image Slide (as it appears above)

	Figure 20.4b Editable Slide (can be formatted as desired)
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20.4b Non-health GDP per person could decline within 50 years if excess
cost growth continues at historical levels
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20.4a_ Despite increasing health spending and taxes, non-health personal
spending per capita more than tripled from 1929 to 2009
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