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National Health Care Spending
In 2017: Growth Slows To
Post–Great Recession Rates;
Share Of GDP Stabilizes

ABSTRACT Total nominal US health care spending increased 3.9 percent
to $3.5 trillion in 2017, slowing from growth of 4.8 percent in 2016. The
rate of growth in 2017 was similar to the increases between 2008 and
2013, which preceded the faster growth experienced during 2014–15—a
period that was marked by insurance coverage expansion and large
increases in prescription drug spending. Slower growth in health care
spending in 2017 was mainly attributable to the use and intensity of
goods and services, particularly for hospital care, physician and clinical
services, and retail prescription drugs. Nearly all major sources of
insurance and sponsors of health care experienced slower growth in
2017. On a per capita basis, spending on health care increased 3.2 percent
and reached $10,739 in 2017. The share of gross domestic product
devoted to health care spending was 17.9 percent in 2017, similar to
the share in 2016.

T
otal health care spending in the
United States reached $3.5 trillion
in2017 and increased 3.9 percent, a
0.9-percentage-point slower rate of
growth than in 2016 (exhibit 1).1

However, economic growth, as measured by
gross domestic product (GDP), accelerated, in-
creasing 4.2 percent in 2017 compared to just
2.7 percent a year earlier. Because of the conver-
gence of these two growth rates, the health
spending share of GDP in 2017 (17.9 percent)
was similar to that in 2016 (18.0 percent).2

The slower growth in health care spending in
2017 resulted primarily from slower growth in
hospital care, physician and clinical services,
and retail prescription drugs, with residual use
and intensity of thesegoodsandservices contrib-
uting substantially to the trend. In 2017 there
was a slight uptick in medical price growth be-
cause of faster underlyingoverall inflation. From
a payer perspective in 2017, spending growth
was slower for private health insurance, Medic-

aid, andout-of-pocket expenditures, whileMedi-
care spending growth remained relatively flat.
The recent health spending trends follow ele-

vated rates of growth in 2014 and 2015—years
when such growth averaged 5.5 percent and
outpaced GDP growth, which had an average
annual rate of 4.2 percent. As a result, the health
spending share of the economy increased from
17.2 percent in 2013 to 17.6 percent in 2015. The
higher rates of growth in health spending during
2014 and 2015 were affected not only by expand-
ed insurance coverage for Medicaid and private
health insurance Marketplace plans (and the as-
sociated increases in the use of services for peo-
ple who gained coverage) but also by spending
for retail prescription drugs, which grew rapidly
during these two years in large part because of
spending for drugs used to treat hepatitis C. In
2016 health spending growth slowed to 4.8 per-
cent as the initial impacts of expanded enroll-
ment subsided and as spending for hepatitis C
drugs declined.3 However, economic growth in
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2016was the lowest since theGreat Recession, at
just 2.7 percent, and consequently the health
spending share of GDP increased by 0.4 percent-
age point to 18.0 percent.
The low rate of health spendinggrowth in2017

(3.9 percent) was similar to the average annual
growth during 2008–13 that predated the major
coverage expansions, when there was a net de-
cline in private health insurance enrollment, a
low rate of growth in per enrollee benefit spend-
ing (for private health insurance, Medicare, and
Medicaid), and a slowdown in medical price in-
flation and in the residual use and intensity of
goods and services. Over this period, which in-
cluded the end of the Great Recession, overall
economic growth was low (averaging 2.5 per-
cent), and accordingly the health spending share
of GDP increased by 0.9 percentage point from
2008 (16.3 percent) to 2013 (17.2 percent).4

Factors Accounting For Growth
On a per capita basis, national health care ex-
penditures increased 3.2 percent in 2017, com-
pared to a faster per capita growth rate of 4.0per-
cent in 2016 (exhibit 1). The slower growth is
attributable to a deceleration in the residual use
and intensity of goods and services, which in-
creased at a slower rate of 1.1 percent in 2017
compared to 2.1 percent in 2016 (exhibit 2).5

However, medical price growth increased slight-
ly, from 1.3 percent in 2016 to 1.6 percent in
2017. Changes in the age and sex composition
of the population accounted for the remaining
0.5 percentage point of total per capita health
spending growth in 2017 (a factor whose growth
remains relatively steady from year to year).
Slower growth in the use and intensity of

health care goods and services in 2017 may have
been affected by slower growth in overall health
insurance enrollment, as the insured share of
the population fell from 91.1 percent in 2016
to 90.9 percent in 2017 (exhibit 3). Growth in
use and intensity decelerated for most health
care goods and services, including for hospital
care, physician and clinical services, retail pre-
scription drugs, nursing care facilities and con-
tinuing care retirement communities, other pro-
fessional services, dental services, and other
nondurable medical products.
Medical price growth includes the effects of

both economywide inflation (as measured by
the GDP price index), which increased 1.9 per-
cent in 2017 following growth of 1.1 percent in
2016 (exhibit 1), and medical-specific inflation
(beyond economywide inflation), which de-
creased 0.3 percent after growth of 0.2 percent
in 2016, continuing a trend of low or declining
growth that began in 2012. The decline in excess

medical price inflationwas apparent acrossmost
goods and services, in particular for hospitals,
physicians and clinics, and retail prescrip-
tion drugs.

Sponsors Of Health Care
In 2017 the federal government and households
accounted for the largest shares of health care
spending (28 percent each), followed by private
businesses (20 percent), state and local govern-
ments (17 percent), and other private revenues
(7 percent) (exhibit 4).6 While each sponsor’s
share of total health care spending remained
steady between 2016 and 2017, growth in spend-
ing by private businesses, households, and the
federal governmentwas slower than in2016, and
spending by state and local governments and
other private revenues increased more rapidly
than in 2016.
Federal spending growth decelerated from

4.9 percent in 2016 to 3.2 percent in 2017, slow-
ing for the thirdconsecutive year after increasing
10.9 percent in2014,whichwasmainly the result
of the Medicaid coverage expansion. Slower
growth in federal Medicaid spending was the
primary reason for slower growth in total federal
government spending for health care in 2017,
driven by a deceleration in Medicaid enrollment
growth, a reduction in the federal government’s
share of funding for newly eligible enrollees
(from 100 percent financing in 2014–16 to
95 percent in 2017), and a decline in the net cost
of insurance for Medicare and Medicaid enroll-
ees in private plans.7 FederalMedicaid payments
accounted for 37 percent of total federal govern-
ment spending on health in 2017: These pay-
ments increased just 0.8 percent in 2017 follow-
ing 4.6 percent growth in 2016 and double-digit
growth in both 2014 and 2015 (exhibit 1).
Growth in state and local governments’ health

spending accelerated slightly from3.8percent in
2016 to 4.1 percent in 2017 (exhibit 4), a conse-
quence of faster growth in state and local Med-
icaid spending (which accounted for 37 percent
of health spending by state and local govern-
ments). State and local Medicaid spending in-
creased 6.4 percent in 2017 following a growth
rate of 3.6 percent in 2016 (exhibit 1). This faster
growth resulted mainly from an increase in the
states’ share of funding for the newly eligible
Medicaid population (to 5 percent in 2017), as
the initial years of the expansion had been fully
funded by the federal government.
The share of health care financed by private

businesses remained stable in 2010–17, repre-
senting about 20 percent of total health care
spending. Growth in this spending slowed to a
rate of 4.1 percent in 2017, compared to 5.5 per-
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Exhibit 1

National health expenditures (NHE), aggregate and per capita amounts, share of gross domestic product (GDP), and annual growth, by source of funds,
calendar years 2011–17

Source of funds 2011a 2012 2013 2014 2015 2016 2017
Expenditure amount

NHE, billions $2,690.6 $2,798.0 $2,881.8 $3,030.9 $3,205.9 $3,361.1 $3,492.1
Health consumption expenditures 2,541.3 2,644.9 2,728.6 2,881.1 3,051.5 3,202.9 3,324.5
Out of pocket 310.0 318.8 325.9 330.9 340.9 356.1 365.5
Health insurance 1,950.4 2,023.4 2,088.1 2,229.7 2,382.4 2,504.5 2,604.2
Private health insurance 898.5 929.6 947.1 1,000.7 1,069.8 1,136.4 1,183.9
Medicare 544.8 568.5 589.9 618.6 649.0 677.1 705.9
Medicaid 407.0 422.9 445.2 497.8 542.6 565.6 581.9
Federal 247.3 243.4 256.9 305.7 342.6 358.3 361.2
State and local 159.7 179.5 188.4 192.1 200.1 207.3 220.6

Other health insurance programsb 100.1 102.4 105.9 112.7 121.0 125.3 132.6
Other third-party payers and programs
and public health activity 280.9 302.7 314.7 320.4 328.2 342.4 354.8

Investment 149.4 153.2 153.2 149.9 154.4 158.2 167.6
Population (millions)c 311.1 313.4 315.7 318.1 320.4 322.9 325.2
GDP, billions of dollars $15,542.6 $16,197.0 $16,784.9 $17,521.7 $18,219.3 $18,707.2 $19,485.4
NHE per capita $8,649 $8,927 $9,129 $9,529 $10,006 $10,410 $10,739
GDP per capita $49,961 $51,676 $53,171 $55,084 $56,862 $57,941 $59,923
Prices (2012 ¼ 100:0)
Chain-weighted NHE deflator 98.4 100.0 101.3 103.1 104.0 105.4 107.1
GDP price index 98.1 100.0 101.8 103.7 104.8 105.9 107.9

Real spending
NHE, billions of chained dollars $2,735 $2,798 $2,845 $2,941 $3,082 $3,189 $3,262
GDP, billions of chained dollars $15,841 $16,197 $16,495 $16,900 $17,387 $17,659 $18,051

NHE as percent of GDP 17.3 17.3 17.2 17.3 17.6 18.0 17.9

Annual growth

NHE 3.5% 4.0% 3.0% 5.2% 5.8% 4.8% 3.9%
Health consumption expenditures 3.5 4.1 3.2 5.6 5.9 5.0 3.8
Out of pocket 3.4 2.8 2.2 1.5 3.0 4.4 2.6
Health insurance 3.9 3.7 3.2 6.8 6.8 5.1 4.0
Private health insurance 4.0 3.5 1.9 5.7 6.9 6.2 4.2
Medicare 4.8 4.3 3.8 4.9 4.9 4.3 4.2
Medicaid 2.4 3.9 5.3 11.8 9.0 4.2 2.9
Federal −7.2 −1.6 5.5 19.0 12.1 4.6 0.8
State and local 22.0 12.4 4.9 2.0 4.2 3.6 6.4

Other health insurance programsb 4.8 2.2 3.4 6.4 7.4 3.5 5.8
Other third-party payers and programs
and public health activity 0.6 7.8 4.0 1.8 2.4 4.3 3.6

Investment 4.7 2.5 0.0 −2.2 3.0 2.4 6.0
Populationc 0.7 0.8 0.7 0.8 0.7 0.8 0.7
GDP, billions of dollars 3.7 4.2 3.6 4.4 4.0 2.7 4.2
NHE per capita 2.8 3.2 2.3 4.4 5.0 4.0 3.2
GDP per capita 3.0 3.4 2.9 3.6 3.2 1.9 3.4
Prices (2012 ¼ 100:0)
Chain-weighted NHE deflator 2.4 1.7 1.3 1.7 0.9 1.3 1.6
GDP price index 2.1 1.9 1.8 1.9 1.0 1.1 1.9

Real spending
NHE, billions of chained dollars 1.2 2.3 1.7 3.4 4.8 3.5 2.3
GDP, billions of chained dollars 1.6 2.2 1.8 2.5 2.9 1.6 2.2

SOURCES Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group; and US Department of Commerce, Bureau of Economic
Analysis and US Census Bureau. NOTES Definitions, sources, and methods for NHE categories can be found in Centers for Medicare and Medicaid Services. National Health
Accounts methodology paper, 2017: definitions, sources, and methods [Internet]. Baltimore (MD): CMS; 2018 [cited 2018 Dec 5]. Available from: http://www
.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/Downloads/dsm-17.pdf. Numbers may not add to totals
because of rounding. Percentage changes are calculated from unrounded data. aAnnual growth, 2010–11. bIncludes health-related spending for Children’s Health
Insurance Program (CHIP) Titles XIX and XXI; Department of Defense; and Department of Veterans Affairs. cEstimates reflect the Census Bureau’s definition of
resident-based population, which includes all people who usually reside in the fifty states or the District of Columbia but excludes residents living in Puerto Rico
and areas under US sovereignty, members of the US Armed Forces overseas, and US citizens whose usual place of residence is outside of the US. Estimates also
include a small (typically less than 0.2 percent of the population) adjustment to reflect census undercounts.
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cent in2016 (exhibit 4). Contributionsbyprivate
businesses to employer-sponsored private
health insurance premiums accounted for the
largest shareof suchbusinesses’health spending
in 2017 (77 percent); growth for this category
decelerated from 6.5 percent in 2016 to 4.6 per-
cent in 2017 (data not shown).
Household health care spending includes out-

of-pocket spending, contributions to private
health insurance premiums, and contributions
to Medicare through payroll taxes and premium
payments. Household spending constituted
28 percent of total health spending in 2017,
a share that was unchanged since 2014. In
2017 health spending by households increased
3.8 percent, which was a slower rate of growth
than that of 4.8 percent in 2016. This decelera-
tion was mainly a result of slower growth in out-
of-pocket spending (the largest category of
household spending, at 37 percent), which in-
creased 2.6 percent in 2017 compared to growth
of 4.4 percent in 2016 (exhibit 1). Out-of-pocket
spending includes all copayments, deductibles,
and all other direct payments made by individu-
als for medical goods and services. Slower
growth in out-of-pocket spending was driven
for the most part by slower growth in spending
for nursing home and continuing care retire-
ment communities, physician and clinical ser-
vices, and dental services.

Hospital Care
Hospital care spending increased 4.6 percent in
2017 to reach $1.1 trillion, or 33 percent of total
health care spending (exhibit 5). Growth in 2017
was slower than in 2016, when this spending
increased 5.6 percent, and the deceleration re-
flected slower growth in nonprice factors such as
the use and intensity of goods and services, as
growth in outpatient visits slowed while growth
in inpatient days increased at about the same
rate in both 2016 and 2017.8,9 Conversely, price
growth for hospital care services increased
slightly in 2017 to 1.7 percent, from 1.2 percent
in 2016.10

Private health insurance expenditures contin-
ued to account for the largest share of spending
for hospital care (40 percent) in 2017 and in-
creased 5.0 percent, which was a slower growth
rate than that of 8.3 percent in 2016 and the
recent peak of 9.3 percent in 2015 (data not
shown). The slower growth in 2017 was more in
line with the average annual rate of growth ex-
perienced during 2008–13 (5.7 percent), which
occurred before the impacts of the enrollment
increases that were prevalent during 2014 and
2015 (when growth averaged 7.1 percent).
Medicare spending for hospital care (25 per-

cent share) increased 3.8 percent in 2017, a
slower growth rate than that of 4.6 percent in
2016, largely because of a decline in spending for
inpatient services in the traditional fee-for-
service program (data not shown). This decrease
resulted in part from slower growth in the aver-
age complexity of admissions, as well as other
factors—including the continuation of legislated
adjustments to payment updates, reductions in
payments for disproportionate share hospitals,
and increased enrollment in Medicare private
health plans (whose enrollees tend to use more
physician and less hospital services, compared to
enrollees in fee-for-service plans).11

Medicaid spending for hospital care (17 per-
cent share) increased 2.4 percent in 2017, which
was slower than the growth rate of 3.0 percent in
2016, as enrollment growth slowed and supple-
mental inpatient and outpatient hospital pay-
ments declined at a faster rate in 2017 than in
2016 (data not shown).12

Physician And Clinical Services
Spending forphysicianandclinical servicesgrew
4.2 percent in 2017, reaching $694.3 billion, or
20 percent of total health care spending (exhib-
it 5). This increase followed faster growth of
5.6 percent in 2016 and 6.0 percent in 2015 (the
most recent peak). Although spending growth
for both physician services and clinical services
slowed in 2017, the growth rate for the latter

Exhibit 2

Factors accounting for growth in per capita national health expenditures (NHE), selected
periods, calendar years 2004–17

SOURCE Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statis-
tics Group. NOTES Medical price growth, which includes economywide and excess medical-specific
price growth (or changes in medical-specific prices in excess of economywide inflation), is calculated
using the chain-weighted NHE price deflator. “Residual use and intensity” is calculated by removing
the effects of population, age and sex factors, and price growth from the nominal expenditure level.
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(5.0 percent) continued to outpace the rate for
the former (3.9 percent) (data not shown), as
spending for most types of outpatient care cen-
ters contributed to the strongergrowth in spend-
ing for clinical services.
The slower growth in total spending for physi-

cian and clinical services in 2017 was a result of
slowergrowth innonprice factors suchas theuse
and intensity of physician and clinical services,
while price growth for physician and clinical ser-
vices increased 0.4 percent following slightly
slower growth of 0.2 percent in 2016.13

Growth in private health insurance spending,
which accounted for 43percent of total spending
for physician and clinical services, decelerated
from 6.4 percent in 2016 to 4.2 percent in 2017
(data not shown), contributing the most to the
overall slowdown in physician and clinical ser-
vices spending growth. Medicaid spending for
physician and clinical services (which repre-
sented 11 percent of total physician and clinical
services spending in 2017) grew 4.3 percent in

2017, a slight deceleration from growth of 4.6
percent in 2016. Conversely, Medicare spending
(which constituted 23 percent of physician and
clinical services spending in 2017) increased
6.5 percent in 2017, accelerating from a growth
rate of 3.4 percent in 2016. The faster growthwas
driven by an acceleration in Medicare private
health plan spending for physician services,
which increased from 7.3 percent in 2016 to
12.5 percent in 2017.

Retail Prescription Drugs
Total retail prescription drug spending grew
0.4 percent in 2017 to $333.4 billion and ac-
counted for 10 percent of total national health
spending (exhibit 5).14 This growth rate repre-
sented a deceleration from 2.3 percent in 2016
and wasmuch slower than in 2014, when spend-
ing grew 12.4 percent, and in 2015, when spend-
ing grew 8.9 percent. The higher rates of growth
in 2014 and 2015 were primarily the result of the

Exhibit 3

National health expenditures (NHE) and health insurance enrollment, aggregate and per enrollee amounts, and annual
growth, by source of funds, calendar years 2011–17

2011a 2012 2013 2014 2015 2016 2017
Private health insurance

Expenditure (billions) $898.5 $929.6 $947.1 $1,000.7 $1,069.8 $1,136.4 $1,183.9
Expenditure growth 4.0% 3.5% 1.9% 5.7% 6.9% 6.2% 4.2%
Per enrollee expenditure $4,857 $4,951 $5,052 $5,195 $5,454 $5,771 $6,001
Per enrollee expenditure growth 4.4% 1.9% 2.0% 2.8% 5.0% 5.8% 4.0%
Enrollment (millions) 185.0 187.8 187.5 192.6 196.1 196.9 197.3
Enrollment growth −0.4% 1.5% −0.2% 2.8% 1.8% 0.4% 0.2%

Medicare

Expenditure (billions) $544.8 $568.5 $589.9 $618.6 $649.0 $677.1 $705.9
Expenditure growth 4.8% 4.3% 3.8% 4.9% 4.9% 4.3% 4.2%
Per enrollee expenditure $11,411 $11,441 $11,503 $11,705 $11,954 $12,144 $12,347
Per enrollee expenditure growth 2.3% 0.3% 0.5% 1.7% 2.1% 1.6% 1.7%
Enrollment (millions) 47.7 49.7 51.3 52.8 54.3 55.8 57.2
Enrollment growth 2.5% 4.1% 3.2% 3.1% 2.7% 2.7% 2.5%

Medicaid

Expenditure (billions) $407.0 $422.9 $445.2 $497.8 $542.6 $565.6 $581.9
Expenditure growth 2.4% 3.9% 5.3% 11.8% 9.0% 4.2% 2.9%
Per enrollee expenditure $7,271 $7,272 $7,553 $7,550 $7,849 $7,944 $8,013
Per enrollee expenditure growth −1.2% 0.0% 3.9% 0.0% 4.0% 1.2% 0.9%
Enrollment (millions) 56.0 58.2 58.9 65.9 69.1 71.2 72.6
Enrollment growth 3.7% 3.9% 1.3% 11.9% 4.9% 3.0% 2.0%

Uninsured and population

Uninsured (millions) 45.6 44.7 44.1 35.5 29.5 28.7 29.7
Uninsured growth −5.1% −1.9% −1.4% −19.5% −17.0% −2.8% 3.7%
Population (millions)b 311.1 313.4 315.7 318.1 320.4 322.9 325.2
Population growth 0.7% 0.8% 0.7% 0.8% 0.7% 0.8% 0.7%
Insured share of total population 85.3% 85.7% 86.0% 88.8% 90.8% 91.1% 90.9%

SOURCES Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group; and US
Department of Commerce, US Census Bureau. NOTES Definitions, sources, and methods for NHE categories can be found in the
National Health Accounts methodology paper (see exhibit 1 notes). Numbers may not add to totals because of rounding.
Percentage changes are calculated from unrounded data. aAnnual growth, 2010–11. bEstimates are explained in exhibit 1 notes.
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introduction of new, innovative medicines and
faster growth in prices for existing brand-name
drugs.15 The 0.4 percent increase in 2017marked
the slowest rate of growth in prescription drug
spending since 2012, when spending increased
by just 0.2 percent as a large number of block-
buster drugs lost patent protection—a factor
that, in turn, drove down prices and total
spending.15

Slower growth in nonprice factors, such as the
use and mix of retail prescription drugs—and,
to a lesser extent, in retail prescription drug
prices—contributed to the slower overall growth
in retail prescription drug spending in 2017.15

The key factors that influenced the trends in
the use and mix of prescription drugs in 2017
included slower growth in the number of pre-
scriptions dispensed; a continued shift to low-
er-cost generic drugs; and slower growth in the
volume of some high-cost drugs, particularly
those used to treat hepatitis C.15 From a price
perspective, declines in generic drug prices

along with lower price increases for existing
brand-name drugs contributed to the slower
growth in 2017.15

Utilization, measured as the number of pre-
scriptions dispensed (adjusted for the length of
the prescription), increased 1.8 percent in 2017,
compared togrowthof 2.3percent in2016.15 This
slower rate of growth resulted in large part from
a decline in the number of prescriptions dis-
pensed for drugs used to treat pain.16 Addition-
ally, the slower growth in nonprice factors in
2017 reflected the changing mix of drugs con-
sumed, as lower-cost generic drugs represented
a higher share of total drugs dispensed (from
roughly 84 percent in 2016 to approximately
85 percent in 2017).17 Finally, growth in the vol-
ume of somehigh-cost brand-namedrugs dimin-
ished, particularly for drugs used to treat hepa-
titis C (the spending for which increased rapidly
in 2014 and 2015 but later declined, as many
peoplewho took thesenewmedicineswerecured
of the disease).15

Exhibit 4

National health expenditures (NHE) amounts, annual growth, and percent distribution, by type of sponsor, calendar years 2011–17

Type of sponsor 2011a 2012 2013 2014 2015 2016 2017
Expenditure amount

NHE, billions $2,690.6 $2,798.0 $2,881.8 $3,030.9 $3,205.9 $3,361.1 $3,492.1
Businesses, household, and
other private revenues 1,499.7 1,578.4 1,620.6 1,668.8 1,746.9 1,836.7 1,914.1
Private businesses 544.6 568.9 580.4 607.9 634.5 669.1 696.5
Household 776.1 809.9 833.0 855.8 899.7 942.8 978.6
Other private revenues 179.0 199.5 207.2 205.0 212.7 224.7 239.0

Governments 1,191.0 1,219.6 1,261.2 1,362.2 1,459.0 1,524.4 1,577.9
Federal government 730.0 730.8 752.7 835.0 907.9 952.4 982.4
State and local governments 460.9 488.8 508.5 527.2 551.1 572.0 595.5

Annual growth

NHE 3.5% 4.0% 3.0% 5.2% 5.8% 4.8% 3.9%
Businesses, household, and
other private revenues 3.7 5.2 2.7 3.0 4.7 5.1 4.2
Private businesses 4.9 4.5 2.0 4.7 4.4 5.5 4.1
Household 3.3 4.4 2.9 2.7 5.1 4.8 3.8
Other private revenues 2.2 11.5 3.9 −1.1 3.7 5.7 6.4

Governments 3.3 2.4 3.4 8.0 7.1 4.5 3.5
Federal government −0.2 0.1 3.0 10.9 8.7 4.9 3.2
State and local governments 9.3 6.1 4.0 3.7 4.5 3.8 4.1

Percent distribution

NHE 100% 100% 100% 100% 100% 100% 100%
Businesses, household, and
other private revenues 56 56 56 55 54 55 55
Private businesses 20 20 20 20 20 20 20
Household 29 29 29 28 28 28 28
Other private revenues 7 7 7 7 7 7 7

Governments 44 44 44 45 46 45 45
Federal government 27 26 26 28 28 28 28
State and local governments 17 17 18 17 17 17 17

SOURCE Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group. NOTES Definitions, sources, and methods for NHE categories
can be found in the National Health Accounts methodology paper (see exhibit 1 notes). Numbers may not add to totals because of rounding. Percentage changes are
calculated from unrounded data. aAnnual growth, 2010–11.
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Although increasing at a slower rate than in
2016, spending on new brand-name drugs still
affected overall prescription drug growth in
2017.15 The number of new drug approvals more
than doubled, from twenty-two in 2016 to forty-
six in 2017—with thirteen new drugs approved
for cancer alone.18 Of the new drugs approved,
fifteenwere “first in class” (or first of their kind),

including drugs for eczema and multiple sclero-
sis, whereas eighteen new drugs were approved
for rare diseases and are often referred to as
“orphan drugs.”18

According to IQVIA, spending for generic
drugs,which accounted for 13percent of all retail
prescription drug spending, declined in 2017,
driven by price decreases attributable to in-

Exhibit 5

National health expenditures (NHE) amounts and annual growth, by spending category, calendar years 2011–17

Spending category 2011a 2012 2013 2014 2015 2016 2017
Expenditure amount

NHE, billions $2,690.6 $2,798.0 $2,881.8 $3,030.9 $3,205.9 $3,361.1 $3,492.1
Health consumption expenditures 2,541.3 2,644.9 2,728.6 2,881.1 3,051.5 3,202.9 3,324.5
Personal health care 2,274.1 2,367.4 2,438.0 2,561.5 2,717.8 2,851.9 2,961.0
Hospital care 851.9 902.5 937.6 978.2 1,034.5 1,092.8 1,142.6
Professional services 716.6 743.2 759.4 792.5 838.0 884.0 920.0
Physician and clinical services 535.9 557.1 569.6 595.7 631.2 666.5 694.3
Other professional services 72.8 76.4 78.7 83.0 87.8 92.4 96.6
Dental services 108.0 109.7 111.1 113.8 118.9 125.1 129.1

Other health, residential, and personal care 131.7 139.1 144.3 151.5 164.7 173.4 183.1
Home health care 74.6 78.3 81.4 84.8 89.2 93.1 97.0
Nursing care facilities and continuing care
retirement communities 145.4 147.4 149.0 152.4 158.1 163.0 166.3

Retail outlet sales of medical products 353.9 356.8 366.3 402.1 433.3 445.6 451.9
Prescription drugs 258.8 259.2 265.2 297.9 324.5 332.0 333.4
Durable medical equipment 42.3 43.7 45.1 46.7 48.6 51.0 54.4
Other nondurable medical products 52.9 53.9 56.0 57.5 60.2 62.7 64.1

Government administration 32.9 34.2 37.4 42.1 42.7 44.7 45.0
Net cost of health insurance 159.8 166.1 174.2 196.0 207.7 220.7 229.5
Government public health activities 74.4 77.2 79.1 81.4 83.3 85.6 88.9

Investment 149.4 153.2 153.2 149.9 154.4 158.2 167.6
Noncommercial research 49.6 48.4 46.7 46.0 46.5 47.6 50.7
Structures and equipment 99.8 104.8 106.5 103.8 107.9 110.6 116.9

Annual growth

NHE 3.5% 4.0% 3.0% 5.2% 5.8% 4.8% 3.9%
Health consumption expenditures 3.5 4.1 3.2 5.6 5.9 5.0 3.8
Personal health care 3.6 4.1 3.0 5.1 6.1 4.9 3.8
Hospital care 3.6 6.0 3.9 4.3 5.8 5.6 4.6
Professional services 4.1 3.7 2.2 4.4 5.7 5.5 4.1
Physician and clinical services 4.5 4.0 2.2 4.6 6.0 5.6 4.2
Other professional services 4.2 5.0 3.0 5.4 5.9 5.1 4.6
Dental services 2.0 1.6 1.2 2.5 4.5 5.2 3.2

Other health, residential, and personal care 2.0 5.6 3.7 5.0 8.7 5.3 5.6
Home health care 4.2 4.9 3.9 4.2 5.3 4.3 4.3
Nursing care facilities and continuing care
retirement communities 3.5 1.4 1.1 2.3 3.8 3.1 2.0

Retail outlet sales of medical products 2.8 0.8 2.7 9.8 7.7 2.9 1.4
Prescription drugs 2.2 0.2 2.3 12.4 8.9 2.3 0.4
Durable medical equipment 5.8 3.4 3.2 3.6 4.1 4.9 6.8
Other nondurable medical products 3.1 2.0 3.9 2.7 4.7 4.1 2.2

Government administration 9.0 3.9 9.5 12.6 1.4 4.8 0.5
Net cost of health insurance 3.8 3.9 4.8 12.5 6.0 6.2 4.0
Government public health activities −1.7 3.7 2.4 3.0 2.3 2.7 3.9

Investment 4.7 2.5 0.0 −2.2 3.0 2.4 6.0
Noncommercial research 0.9 −2.4 −3.5 −1.3 1.1 2.3 6.5
Structures and equipment 6.7 5.0 1.6 −2.5 3.9 2.5 5.7

SOURCE Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group. NOTES Definitions, sources, and methods for NHE categories
can be found in the National Health Accounts methodology paper (see exhibit 1 notes). Numbers may not add to totals because of rounding. Percentage changes are
calculated from unrounded data. aAnnual growth, 2010–11.
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creased competition in thegenericmarket.15 This
research also suggests that slower growth in
spending for existing brand-name drugs was
influenced by slower growth in prices.
Retail prescription drug spending growth

slowed or declined in 2017 for private health
insurance (42 percent of total retail prescription
drug spending in 2017), out-of-pocket expendi-
tures (a 14 percent share), and the two largest
public payers—Medicare (a 30 percent share)
and Medicaid (a 10 percent share) (data not
shown). After minimal growth in 2016, private
health insurance spending on retail prescription
drugs decreased 3.1 percent in 2017, and out-of-
pocket spending experienced little to no growth.
Spending on retail prescription drugs experi-
enced positive growth in both the Medicare
and Medicaid programs, increasing 4.4 percent
and 3.1 percent, respectively—though spending
for each slowed from the prior year.

Medicare
Medicare spending represented 20 percent of all
national health care spending in 2017 and
reached $705.9 billion (exhibit 1). Total Medi-
care spending increased at about the same rate
in both 2016 and 2017, at 4.3 percent and 4.2
percent, respectively. Enrollment growth decel-
erated slightly in 2017, increasing 2.5 percent
compared to 2.7 percent in 2016 (exhibit 3). Ac-
cordingly, per enrollee Medicare expenditures
increased 1.7 percent in 2017, similar to the
1.6 percent growth rate in 2016.
Fee-for-service Medicare accounted for two-

thirds of overall Medicare spending in 2017,
while Medicare private health plans (most of
which are Medicare Advantage plans) constitut-
ed the remaining one-third (data not shown). In
2017 slower growth in fee-for-service Medicare
spending offset faster growth in spending for
Medicare private health plans. Fee-for-service
Medicare spending grew 1.4 percent in 2017,
after increasing 2.6 percent in 2016, and was
influenced by enrollment, which showed no
growth in 2017 following an increase of 1.7 per-
cent in 2016. Per enrollee, fee-for-service Medi-
care spendingaccelerated, increasing1.5percent
in 2017 compared to 0.9 percent in 2016. For
physician and clinical services in 2017, faster
growth in per enrollee fee-for-service spending
was partially due to an increase in the volume
and intensity of goods and services, particularly
laboratory services. This faster growth helped
offset the effects of the slower growth in per
enrollee fee-for-service spending for hospital
care and prescription drugs (which includes
both Part B and Part D retail prescription drug
spending for fee-for-service enrollees). Slower

growth in per enrollee fee-for-service prescrip-
tion drug spending in 2017, most notably for
Part D, was a result of less utilization and higher
rebates for hepatitis C drugs, as well as lower
price increases for insulin drugs.11

Medicare private health plan spending in-
creased 10.0 percent in 2017, which was faster
than the 8.1 percent growth rate in 2016. This
increase was driven primarily by increased en-
rollment in these plans, which grew 8.0 percent
in 2017 following growth of 4.9 percent in
2016. Per enrollee, Medicare private health plan
spending growth slowed from 3.1 percent in
2016 to 1.9 percent in 2017. This deceleration
was almost entirely attributable to a drop in
the net cost of insurance for private plans, as
theConsolidatedAppropriationsAct of2016 sus-
pended collection of the health insurance plan
fee in 2017. Excluding net cost,Medicare private
health plan per enrollee spending (for personal
health care services only) experienced faster
growth in 2017 (3.2 percent) than in 2016
(1.7percent). Almost every service categorywith-
in Medicare private health plans experienced
faster growth in 2017—most notably hospital
care and physician services, which together rep-
resented 57 percent of total Medicare private
health plan spending.

Medicaid
TotalMedicaid spendingby federal and state and
local governments accounted for 17 percent of
national health care spending and reached
$581.9 billion in 2017 (exhibit 1). Medicaid
spending growth slowed for the third straight
year, increasing 2.9 percent in 2017 following
growthof 4.2percent in2016.The slowergrowth
in 2017 was influenced by a deceleration in en-
rollment growth and a reduction in theMedicaid
net cost of health insurance as the federal gov-
ernment recovered payments from managed
care organizations based on their favorable
prior-period experience.
Medicaid enrollment growth peaked at 11.9

percent in 2014, when numerous states expand-
ed eligibility to some adults. Enrollment growth
slowedeachyear thereafter,growing4.9percent,
3.0 percent, and 2.0 percent in 2015, 2016, and
2017, respectively (exhibit 3). Per enrollee,Med-
icaid spending growthdecelerated to 0.9 percent
in 2017 from 1.2 percent in 2016, primarily be-
cause of the decline in government administra-
tion and the net cost of insurance—a decrease
attributable in part to payments recovered from
Medicaidmanaged care plans. Furthermore, per
enrollee costs for adults in the expansion popu-
lation are estimated to have declined 2.5 percent
in 2017.19
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Medicaid hospital spending, the largest share
(one-third) of all Medicaid spending, increased
2.4 percent in 2017 compared to 3.0 percent in
2016 (data not shown). In addition to the factors
already mentioned, Medicaid supplemental pay-
ments to hospitals continued to fall in 2017, fur-
ther contributing to the slower Medicaid hospi-
tal spending growth. Medicaid spending for
other health, residential, and personal care
services—the second-largest goods and services
category—increased6.0percent in2017, slowing
from a growth rate of 7.3 percent in 2016. This
deceleration occurred mainly because of slower
growth in home and community-based waivers
in 2017.
In 2017 states that expanded Medicaid to eli-

gible adults were required to fund 5 percent of
the costs for this population, whereas in prior
years these costs had been fully funded by the
federal government. At the same time, federal
Medicaid spendinggrowthwas also lower in part
because of payments recovered from Medicaid
managed care plans. Consequently, Medicaid
state and local spending grew 6.4 percent in
2017, whichwas faster than the federal spending
growth rate of 0.8 percent in 2017. The last time
that state and local spending increased more
rapidly than federal spending was in 2012, when
the enhanced federal matching rates from the
American Recovery and Reinvestment Act of
2009 expired.

Private Health Insurance
Private health insurance spending accounted for
34 percent of total national health care spending
in 2017 and reached $1.2 trillion (exhibit 1).
Growth in private health insurance spending
continued to slow in2017, increasing4.2percent
following growth of 6.2 percent in 2016. This
slowdown was influenced in part by slower
growth in medical benefits and a decline in fees
and taxes resulting from the Consolidated Ap-
propriations Act, which suspended collection of
the health insurance plan fee in 2017.20 Private
health insurance spending slowed for hospital
care, physician and clinical services, and retail
prescription drugs—the three largest medical
goods and service categories paid for by private
health insurance.
Enrollment in private health insurance in-

creased by 0.2 percent in 2017—slightly more
slowly than in 2016, when it increased 0.4 per-
cent (exhibit 3)—as faster growth in employer-
sponsored insurance, attributable to improving
labor-market conditions, helped offset declines
in directly purchased insurance. While enroll-
ment in the Marketplace was essentially un-
changed in2017 (9.8millionenrollees compared

to 10.0 million in 2016), enrollment in directly
purchased insurance outside of the Marketplace
declined in 2017, the fourth consecutive year
of decreasing enrollment. These declines were
largely a result of double-digit premium in-
creases, a decrease in the number of participat-
ing plans in some areas,21 and the availability of
additional coverage options such asMarketplace
plans. Per enrollee, private health insurance
spending increased 4.0 percent in 2017, which
was a lower growth rate than in 2016 (5.8 per-
cent) and 2015 (5.0 percent) (exhibit 3).
Private health insurance spending growth for

medical goods and services slowed from 6.4 per-
cent in 2016 to 3.5 percent in 2017 (data not
shown). The slower growth in 2017 is attribut-
able primarily to spending for hospital services
(which grew 8.3 percent in 2016 and 5.0 percent
in 2017) and for physician and clinical services
(which grew 6.4 percent in 2016 and 4.2 percent
in 2017). Additionally, a decline in private health
insurance spending for retail prescription drugs
(from an increase of 1.2 percent in 2016 to a
decrease of 3.1 percent in 2017) also contributed
to the slower personal health care spending
growth in 2017.
The slowdown in personal health care spend-

ing for private health insurance was partially
offset by the growth in the net cost of such insur-
ance in 2017. The net cost, or the amount of
private health insurance spending attributed
to nonmedical benefit expenses, increased 9.0
percent in 2017, the strongest annual increase
since 2010 (10.5 percent). After several years of
experience with the Marketplace population,
some insurers were better able to price plans
in line with costs in 2017.22 Additionally, invest-
ment income for private health insurance com-
panies increased at a faster rate in 2017 than in
2016.23 These factors likely contributed to an
increase in the net cost of private health insur-
ance in 2017. As a result, the net cost was a
12.2 percent share in 2017, up from an 11.6 per-
cent share in 2016.

Conclusion
Health care spending grew 3.9 percent in 2017,
about the same rate atwhich theoverall economy
increased, and as these two growth rates con-
verged, the health spending share of GDP stabi-
lized. This was the first year since 2013 that this
share did not increase, as 2014 and 2015 were
marked by insurance coverage expansion and
expensive new drug treatments that produced
faster growth in health care spending, while
2016 was affected by low economic growth.
Viewed from a longer historical perspective,

the rate of growth in health spending over the
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past decade contrasts with the experience of the
prior ten-year period. Health care spending
growth averaged 4.3 percent per year during
2008–17, compared to an average annual rate
of 7.3 percent over the 1998–2007 period. For
this most recent decade, growth in both excess
medical-specific inflation and the use and inten-
sity of health care goods and services was slow
relative to historical trends, despite the fact that
this period included the largest increase in
health insurance coverage since the 1960s.
However, the past ten years were also marked

by lower overall economic growth (which aver-
aged 3.0 percent) and lower economywide infla-
tion (which averaged 1.6 percent), both strongly
influenced by the Great Recession. As a result,
the health spending share of GDP increased by
1.6 percentage points from 2008 to 2017 (com-
pared to a 2.6-percentage-point increase from
1998 to 2007). For a health sector that now ac-
counts for nearly one-fifth of the US economy,
future increases in health care expenditures will
likely lead to policy decisions focused on afford-
ability and sustainability. ▪
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