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Medicine and public policy

U.S. Health Care Expenditures

Gilbert Berdine MD

Presidential candidates are proposing Medicare 
For All or other forms of National Health Care for every-
one in the United States. None of the proposals offers 
any specifics on how this care will be paid for. How 
much do we spend on health care in the United States? 
How does this sum compare with our ability to pay? 

Figure 2 adjusts NHE for rising population; NHE 
were divided by U.S. population. Data on NHE and pop-
ulation were obtained from CMS.1 Figure 2 illustrates 
that rising health care costs cannot be explained on the 
basis of rising population. Figure 2 does not have a dif-
ferent shape from Figure 1. As was the case for Figure 
1, inflation cannot explain the rising costs. The average 
cost of health care has increased from $146 per per-
son per year in 1960 to $10,744 per person per year in 
2017. For a family of four, the 2017 cost would average 
almost $40,000 per family per year. 
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Figure 2

Figure 1 illustrates the growth of health care costs 
in the United States since 1960. National health care 
expenditures (NHE) were obtained from the Centers for 
Medicare and Medicaid Services (CMS).1 Consumer 
Price Index (CPI) data were obtained from the Federal 
Reserve.2 The CPI curve is scaled to the 1960 value 
for national health care expenditures. Figure 1 clearly 
shows that rising health care costs cannot be explained 
by inflation; NHE have increased from $27.2 billion in 
1960 to $3.492 trillion for 2017. Medicare was enacted 
in 1964. Any program that substantially increases 
access to health care will necessarily have a price tag 
in the trillions of dollars per year. 
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Is U.S. health care affordable? One way to assess 
affordability would be to compare NHE to the total 
output of the nation. Figure 3 illustrates U.S. NHE as 
a percentage of U.S. GDP. This provides a gauge of 
whether the nation can afford the total cost of health 
care. National health care expenditures have risen 
from 5% of GDP in 1960 to almost 18% of GDP in 
2017 and are one of the biggest items in the national 
budget, competing for resources with other big-ticket 
items such as defense and pensions (which include 
Social Security). What percentage is too much? That 
is debatable, but let us look at per capita expenses 
vs. per capita income. 

surplus, or tax revenue. Tax revenue has been in defi-
cit of current expenditures for some time and is likely 
to remain so. Trade has been in deficit for some time 
and is likely to remain so. Corporations are balking at 
higher costs for employer provided health insurance. 
The “rich” are a great target for political speeches, 
but whether or not they will pay for increases in NHE 
remains to be seen. 
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Figure 4 illustrates per capita NHE as a percent-
age of individual income. Per capita NHE data were 
from CMS.1 Median household income data were 
tabulated by a third party from census data.3 Average 
household size data were from census data.4 Per 
capita NHE as a percentage of per capita income 
have increased from 11.6% in 1967 to 44.6% in 2016. 
This leaves half of the average income for everything 
else, including utilities, food, shelter, and clothing. It 
is doubtful that the median earner can afford more for 
health care. Any future increase in NHE will have to 
come from wealthy incomes, corporate income, trade 


