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Abstract

Since the early 1950s, real health spending per capita has grown approximately twice as fast as real
per capita net worth.

Since 1952, inflation-adjusted health spending per capita rose much faster than per capita net worth or
GDP (figure 15.1a). Net worth is the excess of assets over liabilities. According to Federal Reserve data,
the net worth of U.S. households at the end of 2008 was $56 trillion. The nation’s net worth includes the
net worth held by house- holds and non-profit organizations. This represents the total wealth of the nation
because assets held at the household level reflect any net worth held by corporations and non-corporate
businesses.
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Over 55 years starting in 1952—that is, excluding the most recent economic downturn—net worth in-
creased at an annual rate of 7.3 percent, as compared with an increase of 6.8 percent in GDP. Adjusting for
general inflation and population growth, these numbers decline to 2.5 percent and 2.0 percent, respectively.
These numbers imply that on a per-person basis, real wealth doubles every 29 years and real GDP doubles
every 35 years.

Real per capita health spending grew 4.5 percent over the same period. This was 80 percent faster than
the pace at which net wealth increased. This pace implies a doubling of real per-person spending (in general
purchasing power terms, not medical dollars) every 16 years.

A clearer way to see this difference is to calculate health spending for every $100 of net worth. When
Mr. Eisenhower was elected president in 1952, this ratio was $1.29 in spending per $100 of wealth. By 2007,
this amount had increased to $3.86 (figure 15.1b). Because of the steep decline in net worth from 2007 to
2009, coupled with ever-rising health costs, this ratio had reached $4.80 by the end of 2009. Health spending
does not put us in danger of eradicating national wealth, but it is steadily chipping away at it, decade after
decade. Health spending has not yet resulted in a reversal of real gains in national income (GDP) (refer to
figure 20.4a). Likewise, increasing medical costs have not prevented real national wealth from increasing.
However, less rapid increases in health spending in principle might have allowed for more rapid gains in
wealth.

http://https://hub.mili.csom.umn.edu/content/m10085/1.1/



Medical Industry Leadership Institute Open Education Hub module: m10085 3

1 Downloads
Download PowerPoint versions of both figures.

• Figure 15.1a Image Slide (as it appears above)1
• Figure 15.1a Editable Slide (can be formatted as desired)2
• Figure 15.1b Image Slide (as it appears above)3
• Figure 15.1b Editable Slide (can be formatted as desired)4
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