
 

Health care spending to accelerate, US report
says
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In this photo taken Sept. 1, 2010, Douglas Holtz-Eakin speaks on Capitol Hill
Washington. Health care costs appear to be accelerating again, the government
says. That poses a challenge for millions of Americans and the next president as
health spending looks set to outpace U.S. economic growth the next 10 years.
(AP Photo/Carolyn Kaster)

The nation's respite from accelerating health care costs appears to be
over.
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Spending on health care will outpace the nation's overall economic
growth over the next decade, the government forecast on Tuesday,
underscoring a coming challenge for the next president, not to mention
taxpayers, businesses and individual Americans.

A combination of expanded insurance coverage under President Barack
Obama's law, an aging population, and rising demand, will be squeezing
society's ability to pay.

By 2019, midway through the next president's term, health care spending
will be increasing at roughly 6 percent a year, compared to an average
annual rise of 4 percent from 2008 through 2013.

The higher rate of increase is still "relatively modest," says the report
from the Office of the Actuary in the Health and Human Services
Department. The forecast, through 2024, does not foresee a return to pre-
recession days of torrid health care inflation, as the government and
private employers try to revamp the way they pay hospitals and doctors
to emphasize quality over quantity.

Even so, the report is "not great news," said economist Douglas Holtz-
Eakin, president of the American Action Forum, a center-right think
tank.

"The main point is that the bill will continue to grow faster than the
economy, which is what pays the bill," he added. "The next president
faces the task of reining in the growth of federal entitlement spending."

"I do think this becomes something of a liability for anybody coming
into office, and they need to have a very proactive policy to address it,"
said Dan Mendelson, CEO of Avalere Health, a market analysis and
consulting firm. Mendelson served in the Clinton White House as a
health policy expert.
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Health care as a share of the nation's overall economy is projected to
grow from 17.4 percent in 2013 to 19.6 percent in 2024, the report says,
accounting for nearly $1 of every $5 spent.

Growth in the nation's health care tab slowed dramatically during the
2007-2009 economic recession.

Then came several years when health care increases tracked closely with
the economy as it started to stir again.

As taxpayers, Americans benefited from the slowdown, which reduced
projected Medicare costs. But many people saw their own medical bills
rise, as employers shifted costs to workers.

Things changed in 2014, the report says, with coverage expansion under
the new health care law. Some 8.4 million gained coverage that year, and
people with health insurance use more medical services and prescriptions
than do the uninsured.

At the same time, expensive new drugs that can cure hepatitis C are
boosting spending on medications. In 2013, prescription drug spending
rose by 2.5 percent. For 2014, the projected increase is 12.6 percent,
according to the report. Hepatitis C is a viral infection that gradually
destroys the liver, afflicting about 3 million Americans.

Spending on Medicaid, the federal-state health insurance program for
low-income people, also has jumped. The 2013 increase was 6.1 percent.
But the program is projected to have grown by 12 percent in 2014, again
boosted by coverage expansion under the health care law.

Expanded Medicaid is one of two paths for covering the uninsured under
Obama's law. The other is subsidized private insurance. Spending on
private insurance is projected to have grown by 6.1 percent last year,
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more than double the rate in 2013.

The effects of expanded coverage won't be as dramatic in the years
ahead, the report says. Likewise, the spike in drug costs will work its
way through the system as government programs and insurers demand
rebates from the manufacturers of hepatitis C drugs.

But the other big factors pushing spending higher may harder to deal
with. An aging population means older and sicker Medicare
beneficiaries who will need more services, and more intense medical
attention. Also, economic recovery creates demands for higher pay, and
hospitals and doctors' offices are labor-intensive enterprises.

Government will become a more dominant player as the federal, state,
and local government share of health care rises to 47 percent in 2024,
from 43 percent in 2013.

There's no hard-and-fast rule about how much a society should spend on
health care. But there's widespread agreement that the United States
wastes too much. Other competing priorities such as education and
infrastructure can get short- changed.

Medicare, which turns 50 this week, is in the midst of its own quiet
overhaul. Increasing numbers of beneficiaries are joining private
insurance plans offered through the program. And the Obama
administration is trying to revamp the way it pays hospitals and doctors
to reward quality results over volume of services. Still, it can take years
to develop new payment standards and demonstrate their effectiveness.

"If there's a political implication of this, it's to find those areas where
there are proven or likely cost savings, and aggressively go after them
through Medicare," Mendelson said.
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The health care spending report was published online by the journal 
Health Affairs.

  More information: Health Affairs: content.healthaffairs.org/look …
77/hlthaff.2015.0600
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