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Annual Rate of Growth in Health Spending 
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Source:  Altarum Health Sector Economic Indicators -- Spending Brief – August 2012  
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Health Spending Share of GDP 

Source:  Altarum Health Sector Economic Indicators -- Spending Brief – August 2012  

10%

11%

12%

13%

14%

15%

16%

17%

18%

19%

1990 1995 2000 2005 2010

Health Share of GDP



4 

Health Spending Share of GDP Since Medicare 
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Source: Organisation for Economic Co-operation and Development (2010), "OECD Health Data", OECD Health Statistics (database). doi: 10.1787/data-00350-
en (Accessed on 14 February 2011). 
Notes: Data from Australia and Japan are 2007 data.  Figures for Belgium, Canada, Netherlands, Norway and Switzerland, are OECD estimates.  Numbers are 
PPP adjusted. 
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Federal Share of Health Spending 

Source:  Altarum Center for Sustainable Health Spending 
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Federal health 
spending is a large and 
growing share of total 
health spending.  The 
move to universal 
coverage is a relatively 
small contributor to 
future growth.   
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Health Spending and the U.S. Federal Budget: 
Forget the Cliff and Consider the Longer Term 
▲ Let us define sustainable health spending growth in the eyes of 

the federal government 
– By 2035, federal health spending should be consistent with a balanced 
budget 
– This means that federal health spending should equal tax revenues minus 
federal dollars devoted to non-health spending (social security, defense, other 
non-health) 

▲ Suppose that there is a single underlying cost trend that impacts 
the entire health system, both public and private 

▲ Then the sustainable rate of increase in national health spending 
is linked directly to federal tax revenues and the amount of federal 
dollars set aside for non-health items 
– Let’s look at the Simpson-Bowles deficit reduction plan in this context 
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Simpson-Bowles Deficit Reduction Plan 
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Source:  CBO Long Term Budget Outlook, June 2012 
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Simpson-Bowles Deficit Reduction Plan 
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Simpson-Bowles 6.5%

Source:  CBO Long Term Budget Outlook, June 2012 with author’s adjustments 
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Simpson-Bowles Deficit Reduction Plan 

Source:  Altarum Center for Sustainable Health Spending 
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A long term fiscal 
solution will likely 
involve a combination 
of (1) record high tax 
revenues; (2) record 
low spending on 
defense and other non-
health items; and (3) 
record low growth in 
health spending.   

http://theincidentaleconomist.com/wordpress/how-big-a-departure-from-history-is-simpson-bowles/ 
 

http://theincidentaleconomist.com/wordpress/how-big-a-departure-from-history-is-simpson-bowles/
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Altarum Health Sector Economic Indicators 
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