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ABSTRACT Health care spending growth is expected to outpace that of the
gross domestic product (GDP) during the coming decade, resulting in a
health share of GDP that reaches 19.7 percent by 2032 (up from
17.3 percent in 2022). National health expenditures are projected to have
grown 7.5 percent in 2023, when the COVID-19 public health emergency
ended. This reflects broad increases in the use of health care, which is
associated with an estimated 93.1 percent of the population being insured
that year. In 2024, Medicaid enrollment is projected to decline
significantly as states continue their eligibility redeterminations.
Simultaneously, private health insurance enrollment is projected to
increase because of the extension of enhanced subsidies for direct-
purchase health insurance under the Inflation Reduction Act (IRA) of
2022, as well as a temporary special enrollment period for qualified
people losing Medicaid coverage (after eligibility redeterminations). Over
the course of 2024–26, the IRA expands Medicare’s drug benefit
generosity and implements drug price negotiations for beneficiaries;
concurrently, the extended enhanced subsidies for direct-purchase health
insurance expire in 2026. During 2027–32, personal health care price
inflation and growth in the use of health care services and goods
contribute to projected health spending that grows at a faster rate than
the rest of the economy.

H
ealth care spending in the US is
projected to have grown 7.5 per-
cent in 2023, which is faster
than the nominal gross domes-
tic product (GDP) growth rate of

6.1 percent, and to have resulted in a slight in-
crease, to 17.6 percent, in the share of the na-
tion’s economy devoted to health spending (ex-
hibit 1). Contributing to this higher rate of
growth was an increase in the insured share of
the population, which is expected to have
reached an unprecedented high of 93.1 percent,
largely related to a record-high level of Medicaid
enrollment (exhibit 2). During the full projec-

tion period (2023–32), growth in national
health expenditures is projected to average
5.6 percent and outpace the nominal GDP
growth rate of 4.3 percent (calculable from ex-
hibit 1). Underlying this differential are faster
growth in personal health care prices (measured
by the Personal Health Care Price Deflator), rel-
ative to economywideprice growth (basedon the
GDP Implicit Price Deflator); the continued ag-
ing of the population; and increasingly more
demand for health care relative to income
growth. These factors contribute to a health
share of the economy that is projected to reach
19.7 percent by 2032.
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Health care spending and health insurance
enrollment trends are expected to be influenced
during the 2023–32 projection period by legisla-
tive provisions that were enacted in response to
theCOVID-19publichealth emergency, aswell as
by other recent legislation. For example, Medic-
aid enrollment is expected to fall in the early
portion of the period (from its peak of 91.2 mil-
lion in 2023 to 79.4 million in 2025),1 after the
expirationof the continuous enrollment require-
ment of the Families First Coronavirus Response
Act of 2020. Moreover, although employer-

sponsored coverage is expected to remain the
dominant form of private health insurance
throughout 2023–32, gains in private health in-
surance enrollment are expected through 2025
that are attributable to the direct-purchase cate-
gory.1 This latter effect reflects the extension of
enhanced Marketplace premium tax credit sub-
sidies2 under the Inflation Reduction Act (IRA)
of 2022,3 as well as the extended special enroll-
ment period available tomost people disenrolled
from Medicaid because of the end of the public
health emergency. The IRA is also expected to

Exhibit 1

National health expenditures (NHE) and personal health care (PHC) expenditures, aggregate and per capita amounts, share of gross domestic product
(GDP), and annual growth, selected calendar years 2021–32

Projected

2021 2022 2023 2024 2026 2032
NHE, billions $4,289.1 $4,464.6 $4,799.3 $5,048.8 $5,560.3 $7,705.0
PHC, billions $3,561.5 $3,704.8 $4,038.2 $4,251.2 $4,687.4 $6,532.3
GDP, billions $23,594.0 $25,744.1 $27,314.5 $28,489.0 $30,798.9 $39,158.1
NHE as percent of GDP 18.2% 17.3% 17.6% 17.7% 18.1% 19.7%
Disposable personal income, billions $18,664.4 $18,702.5 $20,163.4 $21,048.4 $22,869.4 $29,225.6
Population, millionsa 329.6 330.9 332.7 334.9 339.3 351.4
NHE per capita $13,012 $13,493 $14,423 $15,074 $16,387 $21,927
PHC per capita $10,805 $11,197 $12,136 $12,692 $13,815 $18,590
GDP per capita $71,579 $77,808 $82,087 $85,055 $90,771 $111,436
Prices (2017 = 100.0)
Chain-weighted NHE deflator 1.080 1.114 1.146 1.182 1.247 1.466
Chain-weighted PHC deflator 1.073 1.098 1.125 1.160 1.224 1.437
Chain-weighted GDP Implicit Price Deflator 1.102 1.180 1.224 1.251 1.304 1.473

Real spending
NHE, billions of chained dollars $3,973 $4,007 $4,187 $4,273 $4,458 $5,254
PHC, billions of chained dollars $3,320 $3,375 $3,589 $3,665 $3,831 $4,547
GDP, billions of chained dollars $21,408 $21,822 $22,346 $22,815 $23,667 $26,705

Average annual growth 2021b 2022 2023 2024 2025–26 2027–32
NHE 6.9% 4.1% 7.5% 5.2% 4.9% 5.6%
PHC 6.0 4.0 9.0 5.3 5.0 5.7
GDP 4.7 9.1 6.1 4.3 4.0 4.1
Disposable personal income 7.5 0.2 7.8 4.4 4.2 4.2
Populationa 0.3 0.4 0.6 0.7 0.6 0.6
NHE per capita 6.6 3.7 6.9 4.5 4.3 5.0
PHC per capita 5.7 3.6 8.4 4.6 4.3 5.1
GDP per capita 4.4 8.7 5.5 3.6 3.3 3.5
Prices (2017 = 100.0)
Chain-weighted NHE deflator 2.2 3.2 2.9 3.1 2.7 2.7
Chain-weighted PHC deflator 2.1 2.3 2.5 3.1 2.7 2.7
Chain-weighted GDP Implicit Price Deflator 2.9 7.1 3.7 2.2 2.1 2.1

Real spending
NHE 4.5 0.9 4.5 2.0 2.1 2.8
PHC 3.8 1.6 6.3 2.1 2.2 2.9
GDP 1.7 1.9 2.4 2.1 1.8 2.0

SOURCES Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group; and Department of Commerce, Bureau of Economic
Analysis and Census Bureau. NOTES Definitions, sources, and methods for NHE categories can be found in CMS. National Health Expenditure Accounts: methodology paper,
2022, definitions, sources, and methods [Internet]. Baltimore (MD): CMS; 2023 Dec 14 [cited 2024 May 9]. Available from: https://www.cms.gov/files/document/
definitions-sources-and-methods.pdf. Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found in
CMS.gov. NHE projections tables (see note 1 in text). aEstimates reflect the Census Bureau’s definition of resident-based population, which includes all people who
usually reside in the 50 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. bReflects annual growth for 2019–21 to average the volatile impacts of the first two years of the COVID-19 pandemic.
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affect spending trends for Parts B and D of the
Medicare program and for Medicare beneficia-
ries, based on provisions that change the Part D
benefit’s cost-sharing requirements, allow the
Department of Health and Human Services to
negotiate prices for several expensive medica-
tions, and link certain pharmaceutical price in-
creases to the Consumer Price Index.
Among the major payers, Medicare has the

highest projected ten-year average spending
growth rate, at 7.4 percent, whereas the growth
rates for private health insurance (5.6 percent),
Medicaid (5.2 percent), and out-of-pocket
(4.7 percent) expenditures are projected to be
comparatively lower (calculable from exhibit 3).
Medicare’s higher average spending growth in
2023–32 is mainly due to the program’s average

projected enrollment growth rate of 2.0 percent,
which reflects the enrollment of the baby-boom
generation through 2029; in comparison, aver-
age projected enrollment growth is lower for
private health insurance, at 0.3 percent, and it
declinesby0.6percent forMedicaid, anoutcome
associated with the end of the public health
emergency (calculable from exhibit 2).
For private health insurance, greater variation

in the projected year-to-year spending trends in
the early portion of the projection period reflects
rebounding growth in per enrollee spending in
2023 that results from faster growth in the use of
health care services and goods. During 2023–25,
private health insurance enrollment is expected
to increase by 8.3 million in direct-purchase
health insurance coverage, followed by a pro-

Exhibit 2

National health expenditures (NHE) and health insurance enrollment, aggregate and per enrollee amounts, and average annual growth, by source of funds,
selected calendar years 2021–32

Source of funds

Projected

2021 2022 2023 2024 2026 2032
Expenditure, billions

Private health insurance $1,218.3 $1,289.8 $1,433.5 $1,550.3 $1,671.3 $2,216.8
Medicare 892.1 944.3 1,023.9 1,086.0 1,246.1 1,936.9
Medicaid 735.4 805.7 851.9 833.5 930.4 1,334.7

Per enrollee spending

Private health insurance $6,067 $6,330 $6,838 $7,247 $7,965 $10,576
Medicare 14,266 14,814 15,689 16,316 17,873 24,921
Medicaid 8,681 8,873 9,336 10,292 11,524 15,632

Enrollment, millions

Private health insurance 200.8 203.8 209.6 213.9 209.8 209.6
Medicare 62.5 63.7 65.3 66.6 69.7 77.7
Medicaid 84.7 90.8 91.2 81.0 80.7 85.4
Uninsured 28.5 26.6 22.8 24.4 29.6 32.8
Population 329.6 330.9 332.7 334.9 339.3 351.4
Insured share of total population 91.4% 92.0% 93.1% 92.7% 91.3% 90.7%

Average annual growth 2021a 2022 2023 2024 2025–26 2027–32
Expenditure

Private health insurance 2.7% 5.9% 11.1% 8.1% 3.8% 4.8%
Medicare 5.4 5.9 8.4 6.1 7.1 7.6
Medicaid 9.3 9.6 5.7 −2.2 5.7 6.2

Per enrollee expenditure

Private health insurance 3.0% 4.3% 8.0% 6.0% 4.8% 4.8%
Medicare 3.5 3.8 5.9 4.0 4.7 5.7
Medicaid 1.4 2.2 5.2 10.2 5.8 5.2

Enrollment

Private health insurance −0.3% 1.5% 2.9% 2.0% −1.0% 0.0%
Medicare 1.9 1.9 2.4 2.0 2.3 1.8
Medicaid 7.8 7.2 0.5 −11.2 −0.2 0.9
Uninsured −5.3 −6.6 −14.2 6.9 10.1 1.7
Population 0.3 0.4 0.6 0.7 0.6 0.6

SOURCE Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group. NOTES Definitions, sources, and methods for NHE
categories can be found in CMS. National Health Expenditure Accounts: methodology paper (see the exhibit 1 notes). Numbers might not add to totals because of rounding.
Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found in CMS.gov. NHE projections tables (see note 1 in
text). aReflects annual growth for 2019–21 to average the volatile impacts of the first two years of the COVID-19 pandemic.
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jected drop of 7.3 million in 2026 as the IRA’s
temporarily extended enhanced Marketplace
subsidies expire.1 In comparison, employer-
sponsored insurance enrollment is projected
to increase by 2.7 million during 2023–25, with
continuedgrowth of 2.5million in2026.1 For the
Medicaid program, spending is projected to de-
cline in 2024 because of an 11.2 percent decrease
in the number of people covered, followed by a
rebound in spending growth over the course of
2025–26 as enrollment growth rates stabilize
(exhibit 2). The ten-year out-of-pocket spending
growth rate of 4.7 percent is projected to culmi-
nate in a 9.7 percent out-of-pocket spending
share of total health spending by 2032, down
from 10.6 percent in 2023 (calculable from ex-
hibit 3). Out-of-pocket spending on prescription
drugs contributes to this trend because of ex-
pected slow growth in 2024 and 2025 as the
IRA’s Part D cost-sharing reduction provisions
shift spending away from the beneficiary and

more toward the Medicare program.
For three of themajor services and goods (hos-

pital, physician and clinical services, and pre-
scription drugs), similar rates of growth are ex-
pected to result in relatively stable shares of
spending during the ten-year period (calculable
from exhibit 4).
Froma sponsorperspective, and largely driven

by the expiration of the Medicaid continuous
enrollment requirement in 2023, the govern-
ment’s share (including federal and state and
local) of health spending is projected to continue
to fall over the course of 2023–24 to 46 percent
(exhibit 5) (from a peak of 51 percent in 2020).1

Thereafter, the government’s share of spending
is generally expected to increase, reaching
49 percent in 2032.

Exhibit 3

National health expenditures (NHE) amounts and annual growth, by source of funds, selected calendar years 2021–32

Source of funds

Projected

2021 2022 2023 2024 2026 2032
Expenditure (billions)
NHE $4,289.1 $4,464.6 $4,799.3 $5,048.8 $5,560.3 $7,705.0
Health consumption expenditures 4,081.6 4,246.8 4,565.2 4,802.7 5,288.3 7,347.6
Out of pocket 442.2 471.4 508.6 542.4 583.5 748.8
Health insurance 3,011.8 3,211.5 3,498.2 3,669.7 4,069.7 5,790.3
Private health insurance 1,218.3 1,289.8 1,433.5 1,550.3 1,671.3 2,216.8
Medicare 892.1 944.3 1,023.9 1,086.0 1,246.1 1,936.9
Medicaid 735.4 805.7 851.9 833.5 930.4 1,334.7
Federal 514.0 569.7 570.9 532.6 589.4 836.8
State and local 221.4 236.1 281.0 300.9 341.0 497.8

Other health insurance programsa 166.0 171.6 189.0 199.9 221.9 302.0
Other third-party payers and programs 417.1 355.5 394.1 425.3 468.0 610.5
Public health activity 210.6 208.4 164.3 165.2 167.1 198.1

Investment 207.5 217.8 234.1 246.1 271.9 357.4

Average annual growth 2021b 2022 2023 2024 2025–26 2027–32
NHE 6.9% 4.1% 7.5% 5.2% 4.9% 5.6%
Health consumption expenditures 7.0 4.0 7.5 5.2 4.9 5.6
Out of pocket 4.8 6.6 7.9 6.7 3.7 4.2
Health insurance 5.3 6.6 8.9 4.9 5.3 6.1
Private health insurance 2.7 5.9 11.1 8.1 3.8 4.8
Medicare 5.4 5.9 8.4 6.1 7.1 7.6
Medicaid 9.3 9.6 5.7 −2.2 5.7 6.2
Federal 15.1 10.8 0.2 −6.7 5.2 6.0
State and local −1.3 6.6 19.0 7.1 6.5 6.5

Other health insurance programsa 7.0 3.4 10.1 5.8 5.3 5.3
Other third-party payers and programs 11.8 −14.8 10.9 7.9 4.9 4.5
Public health activity 39.4 −1.0 −21.2 0.5 0.6 2.9

Investment 3.4 5.0 7.5 5.1 5.1 4.7

SOURCE Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group. NOTES Definitions, sources, and methods for NHE
categories can be found in CMS. National Health Expenditure Accounts: methodology paper (see the exhibit 1 notes). Numbers might not add to totals because of rounding.
Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found in CMS.gov. NHE projections tables (see note 1 in
text). aIncludes health-related spending for Children’s Health Insurance Program, Titles XIX and XXI; Department of Defense; and Department of Veterans Affairs. bReflects
annual growth for 2019–21 to average the volatile impacts of the first two years of the COVID-19 pandemic.
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Chronological Overview Of Major
Trends In National Health
Expenditures
2023 In 2023, national health expenditures are
projected to have totaled $4.8 trillion as growth
is estimated to have accelerated to 7.5 percent

(from 4.1 percent in 2022) and to have outpaced
nominal GDP growth (6.1 percent) for the first
time since 20201 (exhibit 1). Accordingly, the
health spending share of GDP is estimated to
have increased from 17.3 percent in 2022 to
17.6 percent in 2023. Increases are projected

Exhibit 4

National health expenditures (NHE) amounts and average annual growth, by spending category, selected calendar years 2021–32

Spending category

Projected

2021 2022 2023 2024 2026 2032
Expenditure, billions
NHE $4,289.1 $4,464.6 $4,799.3 $5,048.8 $5,560.3 $7,705.0
Health consumption expenditures 4,081.6 4,246.8 4,565.2 4,802.7 5,288.3 7,347.6
Personal health care 3,561.5 3,704.8 4,038.2 4,251.2 4,687.4 6,532.3
Hospital care 1,325.2 1,355.0 1,491.7 1,559.6 1,709.4 2,366.3
Professional services 1,160.4 1,190.7 1,293.1 1,360.3 1,490.7 2,038.8
Physician and clinical services 861.8 884.9 959.1 1,006.5 1,105.1 1,522.1
Other professional services 133.8 140.6 157.8 168.6 184.2 250.2
Dental services 164.8 165.3 176.1 185.2 201.4 266.5

Other health, residential, and personal care 224.7 246.5 266.6 284.1 322.4 469.0
Home health care 125.4 132.9 145.2 154.8 177.5 282.7
Nursing care facilities and continuing care

retirement communities 181.1 191.3 209.3 216.3 237.6 337.4
Retail outlet sales of medical products 544.6 588.4 632.3 676.1 749.9 1,038.0
Prescription drugs 374.5 405.9 434.1 463.6 516.5 728.5
Durable medical equipment 63.8 67.1 70.9 75.3 84.1 114.7
Other nondurable medical products 106.4 115.4 127.2 137.2 149.3 194.8

Government administration 52.0 54.2 56.7 58.1 64.3 82.6
Net cost of health insurance 257.5 279.4 306.0 328.2 369.5 534.7
Government public health activities 210.6 208.4 164.3 165.2 167.1 198.1

Investment 207.5 217.8 234.1 246.1 271.9 357.4
Noncommercial research 61.9 64.8 68.0 71.3 78.3 103.0
Structures and equipment 145.5 153.0 166.1 174.8 193.6 254.4

Average annual growth 2021a 2022 2023 2024 2025–26 2027–32
NHE 6.9% 4.1% 7.5% 5.2% 4.9% 5.6%
Health consumption expenditures 7.0 4.0 7.5 5.2 4.9 5.6
Personal health care 6.0 4.0 9.0 5.3 5.0 5.7
Hospital care 5.4 2.2 10.1 4.6 4.7 5.6
Professional services 6.5 2.6 8.6 5.2 4.7 5.4
Physician and clinical services 6.0 2.7 8.4 4.9 4.8 5.5
Other professional services 9.8 5.1 12.3 6.8 4.5 5.2
Dental services 7.1 0.3 6.5 5.2 4.3 4.8

Other health, residential, and personal care 7.4 9.7 8.2 6.5 6.5 6.4
Home health care 5.6 6.0 9.3 6.6 7.1 8.1
Nursing care facilities and continuing care

retirement communities 2.0 5.6 9.5 3.3 4.8 6.0
Retail outlet sales of medical products 7.2 8.0 7.5 6.9 5.3 5.6
Prescription drugs 5.6 8.4 7.0 6.8 5.5 5.9
Durable medical equipment 9.3 5.1 5.7 6.2 5.7 5.3
Other nondurable medical products 12.0 8.5 10.2 7.9 4.3 4.5

Government administration 4.5 4.2 4.6 2.4 5.2 4.3
Net cost of health insurance 4.6 8.5 9.5 7.3 6.1 6.4
Government public health activities 39.4 −1.0 −21.2 0.5 0.6 2.9

Investment 3.4 5.0 7.5 5.1 5.1 4.7
Noncommercial research 4.7 4.7 4.9 4.8 4.8 4.7
Structures and equipment 2.9 5.1 8.6 5.3 5.2 4.7

SOURCE Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group. NOTES Definitions, sources, and methods for NHE
categories can be found in CMS. National Health Expenditure Accounts: methodology paper (see the exhibit 1 notes). Numbers might not add to totals because of rounding.
Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found in CMS.gov. NHE projections tables (see note 1 in
text). aReflects annual growth for 2019–21 to average the volatile impacts of the first two years of the COVID-19 pandemic.
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for the use of services and goods across most
major payers (except Medicaid), resulting in
faster growth in personal health care spending
(9.0 percent in 2023, compared with 4.0 percent
in 2022) (exhibit 1).
Enrollment gains across multiple payers are a

contributing factor to increased utilization in
2023, as those gains resulted in a projected
record-high insured share of the population of
93.1 percent in 2023 (exhibit 2). Medicaid en-
rollment is expected to have hit a projection-
period peak of 91.2 million in 2023 (on an aver-
agemonthly enrollment basis) as the continuous
enrollment requirement of the Families First
Coronavirus Response Act resulted in increased
coverage throughout theCOVID-19 public health
emergency declarationperiod. Also contributing
were continued strong enrollment growth in pri-
vate health insurance of 2.9 percent (which was
related to growth of 10.4 percent1 for direct-
purchase insurance coverage—an increase relat-
ed to the IRA’s extension of the enhanced

Marketplace subsides and temporary special en-
rollment period), the Internal Revenue Service’s
revised affordability test qualifying more people
for subsidized coverage, and Medicare enroll-
ment growth of 2.4 percent.
2024 In 2024, growth rates for national

health expenditures and personal health care
expenditures are expected to slow to 5.2 percent
and 5.3 percent, respectively (exhibit 1). The
projected deceleration in national health expen-
ditures growth notably reflects declining Medic-
aid spending of 2.2 percent, which is associated
with the program’s 11.2 percent (10.2 million)
drop in enrollment (exhibit 2). This rate of
growth also reflects slowing growth in utiliza-
tion for Medicare and private health insurance
after their elevated levels during 2023.
Despite the decrease in Medicaid enrollment

in 2024, the insured share of the population is
expected to only fall 0.4 percentage points, to
92.7 percent. The insured share of the popula-
tion is influenced in part by overlapping cover-

Exhibit 5

National health expenditures (NHE) amounts, average annual growth, and percent distribution, by type of sponsor, selected calendar years 2021–32

Type of sponsor

Projected

2021 2022 2023 2024 2026 2032
Expenditure, billions
NHE $4,289.1 $4,464.6 $4,799.3 $5,048.8 $5,560.3 $7,705.0
Businesses, household, and other private revenues 2,188.9 2,308.0 2,517.6 2,703.9 2,966.7 3,952.6
Private businesses 742.8 787.3 863.0 908.0 1,006.5 1,294.9
Household 1,151.7 1,231.6 1,326.9 1,440.9 1,570.3 2,155.7
Other private revenues 294.4 289.1 327.7 355.0 389.9 502.0

Governments 2,100.3 2,156.6 2,281.7 2,344.9 2,593.5 3,752.4
Federal government 1,468.3 1,483.5 1,528.4 1,538.5 1,687.6 2,495.6
State and local governments 631.9 673.1 753.3 806.4 905.9 1,256.8

Average annual growth 2021a 2022 2023 2024 2025–26 2027–32
NHE 6.9% 4.1% 7.5% 5.2% 4.9% 5.6%
Businesses, household, and other private revenues 3.5 5.4 9.1 7.4 4.7 4.9
Private businesses 2.4 6.0 9.6 5.2 5.3 4.3
Household 4.1 6.9 7.7 8.6 4.4 5.4
Other private revenues 3.8 −1.8 13.3 8.3 4.8 4.3

Governments 10.8 2.7 5.8 2.8 5.2 6.3
Federal government 15.3 1.0 3.0 0.7 4.7 6.7
State and local governments 2.0 6.5 11.9 7.0 6.0 5.6

Distribution 2021 2022 2023 2024 2026 2032
NHE 100% 100% 100% 100% 100% 100%
Businesses, household, and other private revenues 51 52 52 54 53 51
Private businesses 17 18 18 18 18 17
Household 27 28 28 29 28 28
Other private revenues 7 6 7 7 7 7

Governments 49 48 48 46 47 49
Federal government 34 33 32 30 30 32
State and local governments 15 15 16 16 16 16

SOURCE Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group. NOTES Definitions, sources, and methods for NHE
categories can be found in CMS. National Health Expenditure Accounts: methodology paper (see the exhibit 1 notes). Numbers might not add to totals because of rounding.
Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found in CMS.gov. NHE projections tables (see note 1 in
text). aReflects annual growth for 2019–21 to average the volatile impacts of the first two years of the COVID-19 pandemic.
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age from alternative sources for people who no
longer qualify for Medicaid coverage, as well as
by significant gains in private health insurance
enrollment in Marketplace plans.
In 2024, growth in personal health care prices

is projected to accelerate to a projection-period
peak of 3.1 percent (from 2.5 percent in 2023)
and to outpace projected economywide price
growth of 2.2 percent (exhibit 1). This expected
trend is primarily driven by the lagged impact of
recent inflationary pressures on the prices for
inputs that are required to furnish health care
(especially labor). This projected acceleration
follows unusually slow post-COVID-19 growth
in health care prices relative to input prices, re-
flecting in part the flows of COVID-19-related
funding tomedical providers that were intended
to assist providers in covering their costs.

2025–26 During 2025–26, national health
expendituresareprojected togrowby4.9percent
and 5.0 percent, respectively (exhibit 1). Under-
lying this relatively stable growth pattern are
divergent spending and enrollment growth
trends for private and public payers.
Private health insurance spending growth is

expected to decelerate from 8.1 percent in 2024
(exhibit 2) to 5.3 percent in 20251 and then to
2.4 percent in 2026.1 This deceleration is largely
due to falling Marketplace plan enrollment,
which contributes to a decline of 2.2 percent
in private health insurance enrollment in 2026
as the temporarily extended enhanced Market-
place subsidies under the IRA expire.1 Out-of-
pocket spending growth is also projected to de-
celerate from 6.7 percent in 2024 to an average
annual rate of 3.7 percent during 2025–26 (ex-
hibit 3) as certain IRA Part D provisions take
effect, including a $2,000 cap on out-of-pocket
prescription drug spending and lower cost shar-
ing associated with newly negotiated prices of
selected Part D drugs.
Medicare spending growth is projected to be

5.7 percent in 2025 and then to accelerate to
8.6 percent in 2026.1 For 2025, this growth re-
flects the net impacts of savings to the program
from the IRA’s establishment of increased drug
manufacturer discounts, whereas the implemen-
tation of the legislation’s $2,000 cap on Part D
out-of-pocket spending shifts spending onto the
Medicare program. Although 2026 marks the
first year in which certain drugs have lower cost
sharing because of their newly negotiatedprices,
Medicare spending growth is projected to accel-
erate, on net,mostly resulting from the expected
reductions in rebates on drugs with negotiated
prices.4

Medicaid spending growth, after declining by
2.2 percent in 2024 because of the large decrease
in enrollment, is expected to accelerate during

2025–26 (averaging 5.7 percent) as projected
enrollment levels stabilize (averaging growth
of −0.2 percent) (exhibit 2).
2027–32 For2027–32, national health spend-

ing is projected to grow at an average rate of
5.6 percent and to outpace average GDP growth
of 4.1 percent (exhibit 1), a relationship consis-
tent with historical patterns of growth. This dif-
ferential reflects a combination of personal
health care price inflation and growth in the
use of health care services and goods, both of
which are expected to exceed economywide pro-
jections.
Medicare is expected to have the highest

spending growth rate of the major payers, at
7.6 percent, on average, for 2027–32 (exhibit 2).
During 2030–32, Medicare’s average spending
growth rate is expected to be 7.0 percent, reflect-
ing slower enrollment growth after the last of the
baby boomers enroll in 2029 as well as IRA pro-
visions that allow the Medicare program to ne-
gotiate prices for certain Parts B andDdrugs and
that link increases for particular drugs to growth
in the Consumer Price Index.
Medicaid expenditures are projected to grow

at an average annual rate of 6.2 percent for
2027–32, with positive enrollment growth re-
commencing and averaging 0.9 percent for the
period (exhibit 2).
Private health insurance expenditure growth

is projected to average 4.8 percent for 2027–32
(exhibit 2) as health care prices, as well as
growth in utilization, return to rates that are
near their longer-term averages. Average annual
growth in private health insurance enrollment is
expected to be negligible for the period, an out-
come that is primarily attributable to projected
small annual declines in employer-sponsored
health insurance enrollment as the youngest
baby boomers age into Medicare.
The growth rate for out-of-pocket spending is

expected to average 4.2 percent over the course
of 2027–32 (exhibit 3). Growth is somewhatmit-
igated by theMedicare Part D benefit restructur-
ing anddrugpricenegotiationprovisions,which
are expected to result in lower cost-sharing pay-
ments by Medicare beneficiaries.

Model And Assumptions
The national health expenditure projections are
produced using actuarial and econometric
modeling methods. Although the projections
are refined on the basis of judgment regarding
the degree to which other factors may affect fu-
ture health spending and health insurance en-
rollment, they generally reflect current law at the
time of estimation.5 Economic and demographic
assumptions from the 2024 Medicare Trustees
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Report are used,4 as well as updated near-term
macroeconomic data.
It is important to note that there is inherent

uncertainty associated with these projections.
Specifically, this analysis relied on assumptions
about futuremacroeconomic conditions, such as
growth in disposable personal income and econ-
omywide inflation.6 These assumptions did not
account for potential future legislative changes
(including potential payment rate changes) that
could affect national health spending or insur-
ance coverage. To the extent that the assump-
tions differ from the ultimate outcomes, they
may result in deviations between health spend-
ing projections and actual experience.

Outlook For Spending And
Enrollment By Payer
Medicare Medicare expenditures are expected
to have grown 8.4 percent in 2023 (compared
with growth of 5.9 percent in 2022) and to have
reached $1.0 trillion (exhibit 2). Medicare Ad-
vantage (MA) spending, which accounts for a
share that is projected to exceed that ofMedicare
fee-for-service, is also projected to have acceler-
ated, in part because of continued increases in
MA enrollment (data not shown).Medicare hos-
pital spending contributes to the overall Medi-
care acceleration and is projected to have grown
7.4 percent in 2023 after a 1.2 percent increase in
2022,1 although this acceleration was partly mit-
igated by the expiration of the public health
emergency and the accompanying 20 percent
increase in payments to hospitals for inpatient
admissions that were linked to COVID-19.4

Medicare spending growth is projected to de-
celerate to 6.1 percent in 2024 (exhibit 2), re-
flecting slower growth in MA capitation rates
and slower projected per enrollee growth in phy-
sician spending. Partially offsetting these decel-
erations is Medicare prescription drug spending
growth; spending for prescription drugs is pro-
jected to accelerate 4.4 percentage points to
13.3 percent1 because of the IRA’s Part D benefit
redesign provision, which eliminates the 5 per-
cent coinsurance component for catastrophic
coverage and expands eligibility for full benefits
under the low-income subsidy.
During 2025 and 2026, Medicare spending is

projected to grow 5.7 percent and 8.6 percent,1

respectively—increases that primarily reflect
competing upward and downward pressures re-
lated to multiple provisions under the IRA. In
2025, the Medicare prescription drug spending
growth rate is projected to drop almost 11 per-
centage points to 2.6 percent,1 reflecting the net
impacts of two IRA provisions. First, the manu-
facturer discount for the low-income population

increases the overall share of costs paid by drug
manufacturers, resulting in expected savings to
Medicare. Second, these savings are partially
offset by the $2,000 cap on Part D out-of-pocket
spending, which also takes effect in 2025 and
shifts costs from beneficiaries to Medicare. In
2026, the IRA’s drug price negotiations become
applicable. During the initial years of negotia-
tion, affected drugs are expected to have higher
rebates that are shifted to the point of sale. A key
effect of this outcome is reduced Medicare ben-
eficiary out-of-pocket spending, along with in-
creased federal spending on prescription drugs.
Correspondingly, the growth rate for Medicare
prescription drug spending is projected to rise
sharply to 12.0 percent in 2026.1

For the remainder of the projection period,
2027–32,Medicare spending growth is expected
to average 7.6 percent (exhibit 2). Growth in
Medicare prescription drug spending is ex-
pected to decelerate annually during this period
because of IRA provisions that are associated
with drug price negotiations and the linking of
price increases to the Consumer Price Index. In
2028, spending growth rates for Medicare out-
patient hospital and physician and clinical ser-
vices are expected to be lower than they other-
wise would have been, mainly because the IRA’s
drug negotiation provision will begin to apply to
Medicare Part B drugs. Finally, Medicare enroll-
ment is projected togrowby less than2.0percent
during 2030–32 (for the first time since 2022),1

after the last of the baby boomers enroll in 2029.
Medicaid Medicaid spending is projected to

have totaled $851.9 billion in 2023, with growth
slowing to 5.7 percent, down from 9.6 percent
in 2022 (exhibit 2). Enrollment is expected to
have grown 0.5 percent in 2023 (from 7.2 per-
cent in 2022), as states began resuming redeter-

Among the major
payers, Medicare has
the highest projected
ten-year average
spending growth rate,
mainly because of
enrollment into the
program.
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minations of Medicaid eligibility for beneficia-
ries whono longer qualify for the program.Most
Medicaid services are projected to have experi-
enced similar slowdowns in spending growth.
As states’ redeterminations of eligibility con-

tinue in 2024, Medicaid enrollment is projected
to decline by 10.2million, or 11.2 percent (exhib-
it 2). This significant reduction in the number of
people enrolled is expected to result in a 2.2 per-
cent decrease inMedicaid expenditures.Onaper
enrollee basis, the Medicaid spending growth
rate is projected to climb to 10.2 percent in
2024 from 5.2 percent in 2023, its highest in-
crease since 1991, and to reflect the rapid loss of
many enrollees who tended to be younger and
healthier, and thus less expensive.
During 2025–26, Medicaid spending is pro-

jected to grow 5.7 percent, on average, with av-
erage Medicaid enrollment growth near zero
(−0.2 percent) (exhibit 2). Among services
and goods, average spendinggrowth is strongest
for other health, residential, and personal care
because of states’ continued expansions and use
of home and community-based services.
Over the course of 2027–32, Medicaid spend-

ing growth is projected to average 6.2 percent,
whereas Medicaid enrollment is projected to in-
crease at a rateof0.9percentper year (exhibit 2).
Medicaid hospital spending is expected to grow
5.5 percent, on average, but this rate increases to
7.2 percent in 2028,1 in part because of the expi-
ration of the disproportionate share hospital
payment cap reductions in 2027.

Private Health Insurance And Out-Of-
Pocket Spending Largely reflecting increased
growth in the use of health care services and

goods, private health insurance spending is ex-
pected to have increased 11.1 percent in 2023,
which is faster than its growth rate of 5.9 percent
in 2022, and to have reached $1.4 trillion (exhib-
it 2). On a per enrollee basis, private health in-
surance spending on services and goods is ex-
pected to have grown 8.0 percent in 2023.
Private health insurance enrollment is expected
to have grownmore rapidly in 2023 (2.9 percent
compared with 1.5 percent in 2022), an acceler-
ation that reflects the enrollment of an addition-
al 3.2 million people in direct-purchase plans
coinciding with the temporary special enroll-
ment period and the IRA’s extension of en-
hanced Marketplace subsidies through 2025.1

In 2023, out-of-pocket spending is expected to
have reached $508.6 billion and to have in-
creased 7.9 percent (compared with 6.6 percent
in 2022), resulting from faster growth in the use
of services and goods (exhibit 3). The out-of-
pocket share of total health spending, however,
is expected to have remained unchanged from
2022, at 10.6 percent in 2023.1

The spending growth rate for private health
insurance is projected to remain high, at 8.1 per-
cent, in 2024 (exhibit 2). This expected rate re-
flects gains in 2024of 4.6millionmore enrollees
to direct-purchase plans—increased enrollment
that is related to the temporary special enroll-
ment period and the extension of the enhanced
Marketplace subsidies through2025.1 Growth in
total out-of-pocket spending is projected to slow
to 6.7 percent in 2024, from its elevated rate of
7.9 percent in 2023, as growth in utilization
slows across most major services and goods (ex-
hibit 3).1

Over the course of 2025–26, average spending
growth for private health insurance is expected
to slow to 3.8 percent (exhibit 3). This rate in-
cludes expected growth of just 2.4 percent in
2026, when the IRA’s extension of enhanced
Marketplace subsidies expires, resulting in an
enrollment decline of 7.3 million (or 19.2 per-
cent) in direct-purchase insurance.1 Out-of-
pocket spending growth is expected to slow fur-
ther during 2025–26, averaging 3.7 percent,
mainly because of the IRA’s implementation of
the $2,000annualPartDout-of-pocket spending
cap and because 2026 is the first year with lower
gross prices for negotiated drugs, which in
turn serve to lower beneficiaries’ out-of-pocket
payments.
For the latter years of the projection period,

2027–32, spending growth for private health in-
surance is expected to average 4.8 percent,
which is below that of Medicare and Medicaid
spending, driven primarily by a comparatively
slower pace of enrollment growth. Among all of
the major payers, out-of-pocket spending is pro-

The earlier years of
the projection period
are expected to
reflect divergent
trends in spending
and enrollment
patterns as the health
sector transitions
away from pandemic-
related policy effects.
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jected to grow at the slowest rate (4.2 percent)
partly because of continuing projected slow
growth in prescription drug spending, which
reflects the IRA’s cost-sharing savingsprovisions
for Medicare Part D enrollees.

Outlook For Major Services And
Goods
Hospital Hospital spending growth is expected
to have accelerated substantially, from 2.2 per-
cent in 2022 to 10.1 percent in 2023, with ex-
penditures of $1.5 trillion (exhibit 4). In part
because of increasing utilization,7 hospital
spending growth is expected to have rebounded
for most payers—for example, for private health
insurance, such growth is projected to have
climbed from6.4 percent in 2022 to 14.4 percent
in 2023.1 In contrast, Medicaid hospital spend-
ing growth is projected to have slowed from
6.9 percent in 2022 to 4.4 percent in 2023 as
the continuous enrollment requirement ended.1

In2024,hospital spendinggrowth isprojected
to slow to 4.6 percent and to be broadly reflected
across all payers (exhibit 4). The sharpest decel-
eration in this growth—from4.4 percent in 2023
to a decline of 5.7 percent in 2024—is for people
enrolled in Medicaid, consistent with the pro-
jected large decrease in Medicaid enrollment.1

In addition, private health insurance hospital
spending growth is projected to slow from its
elevated rate of 14.4 percent growth in 2023 to
7.7 percent in 2024.1

During 2025–26, hospital spending growth is
projected to remain stable for the most part and
to average 4.7 percent (exhibit 4). Faster average
hospital spending growth is projected for Med-
icaid as enrollment growth begins to normalize.
In contrast, for private health insurance, hospi-
tal spending growth is projected to slow sub-
stantially to 1.9 percent in 2026, when enhanced
Marketplace subsidies expire and projected total
private health insurance enrollment declines by
2.2 percent.1

For 2027–32, hospital spending growth is pro-
jected to average 5.6 percent per year as trends
are expected to continue to normalize (exhib-
it 4). Medicare is projected to experience
the highest hospital spending growth over the
course of 2027–32, with an average annual in-
crease of 7.6 percent as the last of the baby boom-
ers enroll.1

Physician And Clinical Services Spending
for physician and clinical services is expected to
have increased by 8.4 percent in 2023 (and to
have totaled $959.1 billion) compared with
growth of 2.7 percent in 2022 (exhibit 4).8 Un-
derlying this trend are expected accelerations in
physician and clinical services spending growth

for private health insurance and Medicare; for
these two major payers, such spending is pro-
jected to have increased 8.8 percent and 8.6 per-
cent in2023,up from4.6percentand6.8percent
in 2022, respectively.1 For private health insur-
ance, physician and clinical services spending
growth is projected to have accelerated in 2023,
in part because of faster enrollment growth in
Marketplace plans. In 2023, the rate of price
growth for these services is estimated to have
remained somewhat low—and unchanged—at
0.5 percent,9 partially because of modest Medi-
care physician fee schedule updates.
For 2024, spending growth for physician and

clinical services is projected to decelerate to
4.9 percent (exhibit 4). Medicaid spending on
these services is expected to drop by 4.8 percent,
primarily resulting from a significant projected
decline in enrollment.1 Moreover, Medicare
spending growth for physician and clinical ser-
vices is projected to slow from 8.6 percent in
2023 to 4.5 percent in 2024,1 a deceleration that
is partly attributable to slower projected in-
creases in spending on COVID-19 vaccinations.10

For 2025–26, spending growth for physician
and clinical services is expected to remain stable
and to average 4.8 percent (exhibit 4), the net
result of disparate private and public payer
trends. Medicaid spending growth on physician
and clinical services is projected to grow at an
average rate of 5.0percent during2025–26, after
a decline in 2024. Medicare spending growth is
projected to average 7.2 percent.1 Conversely,
private health insurance spending for physician
and clinical services is projected to grow at an
average rate of 3.1 percent (from 7.5 percent in
2024), mainly because of the expiration of en-
hanced Marketplace subsidies in 2026 and the
associated decline in enrollment.1

As time passes,
spending and
enrollment patterns
are expected to be
driven to a greater
extent by traditional
demographic and
economic factors.
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During 2027–32, annual spending growth for
physician and clinical services is projected to
average 5.5 percent (exhibit 4). Of the major
payers, Medicare is projected to experience the
fastest spending increase, with average growth
of 7.9 percent, whereas growth in private health
insurance spending is expected to average
4.1 percent.1 This differential primarily reflects
expected Medicare enrollment increases (an ex-
pected additional 8.0 million beneficiaries dur-
ing 2027–32), whereas private health insurance
enrollment is projected to remain largely un-
changed.1

Prescription Drugs Prescription drug
spending growth is projected to have slowed in
2023 to 7.0 percent, down from 8.4 percent in
2022, with spending having reached $434.1 bil-
lion (exhibit 4). Medicaid prescription drug
spending is projected to have grownmore slowly
in 2023 because of slowing enrollment growth,
whereas growth in prescription drug spending
for private health insurance is projected to have
accelerated, in part because of recently approved
brand-name drugs, especially those used to treat
obesity and diabetes.11

For 2024, growth in prescription drug spend-
ing is projected to slow slightly, to 6.8 percent
(exhibit 4). Underlying this expectation is slow-
ing growth across most payers, including Med-
icaid, whose prescription drug spending is pro-
jected to decline by 3.0 percent, reflecting an
expected decrease in Medicaid enrollment.
Conversely, faster growth in Medicare drug
spending (13.3 percent) is expected in 2024,
primarily related to the IRA’s elimination of
the 5 percent coinsurance component for cata-
strophic coverage.1

In2025, growth inprescriptiondrug spending
is projected to decelerate to 4.6 percent before
accelerating to 6.5 percent in 2026, a pattern
significantly influenced by Medicare (combined
two-year figure shown in exhibit 4). Medicare
prescription drug spending growth is projected
to fall sharply from 13.3 percent in 2024 to
2.6 percent in 2025 as the program incurs sav-
ings from manufacturer discounts for the low-
income population.1 These savings are partially
offset by higher program costs that are associat-
ed with the start of the $2,000 Part D out-of-
pocket spending cap for Medicare beneficiaries.
In 2026,Medicare prescription drug spending is

projected to increase 12.0 percent, mostly as a
result of the expected reductions in rebates on
drugs with negotiated prices.1 For private health
insurance, after a projected increase of 7.9 per-
cent in 2025, growth in prescription drug spend-
ing is projected to slow to 3.2 percent in 2026,1

mainly as a result of Marketplace enrollment
decreases, along with declining costs for certain
high-cost drugs as they lose patent protection.11

For 2027–32, growth in prescription drug
spending is projected to average 5.9 percent (ex-
hibit 4), reflecting average prescription drug
spending growth for private health insurance,
Medicaid,Medicare, andout-of-pocket spending
of 6.1 percent, 6.1 percent, 6.3 percent, and
4.7 percent, respectively.1 Although subject to
considerable uncertainty, the introduction of
new drugs, especially for oncology, immunolo-
gy, and diabetes, is expected to put upward pres-
sure on growth across all payers.11 Finally, pri-
marily because of its negotiation and inflation
rebate provisions, the IRA is expected to put
downward pressure on growth in prescription
drug spending for Medicare toward the very
end of the projection period.

Conclusion
The earlier years of the 2023–32 projection peri-
od are expected to reflect divergent trends in
spending and enrollment patterns across the in-
dividual major payers as the health sector tran-
sitions away from pandemic-related policy
effects. Notably, the expected declines in Medic-
aid enrollment after the end of the COVID-19
public health emergency and key provisions un-
der the IRA regarding enhanced Marketplace
subsidies considerably affect trends in health
care spending and enrollment. The IRA is also
expected to result in changes toMedicare Parts B
and D spending and to reduce beneficiary cost
sharing, which also substantially influence the
health sector. As time passes, the COVID-19 pan-
demic and associated temporary spending and
enrollment effects are expected to retreat, and
health spending and enrollment patterns are ex-
pected to resemble their longer-term trends
more closely and to be driven to a greater extent
by traditional economic and demographic
factors. ▪
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