
Larger, chronically ill, and aging populations
caused spending increases (23% and 11%,
respectively) between 1995-2015.  
Price increases in chronic disease
treatments (such as for lower back and neck
pain) and therapies (i.e. for obesity or
diabetes) have also occurred. [Holman,
2020]

An estimated $230–240 billion in healthcare
spending was attributed to wasteful spending,
which are costs associated with failed un-
coordinated care, overpricing, prescribed over-
treatments, administrative failure, and fraud. 

Service utilization can also increase
healthcare spending. [Dieleman, 2017]

Health Spending & Pricing in Missouri

Factors that affect affordability for medical
services in Missouri include: private insurance
prices, rates of uninsured people, and
 medical/out-of-pocket prices. [Altarum, 2020]

Rising Health 
Care Costs
Where have costs risen over 
the last 30 years? 

Research Summary
The U.S. spends about $12,000 a year per
capita on healthcare, while the next 11
wealthiest countries spent on average $4,600–
7,100 in 2020. [KFF, 2022] Healthcare costs are
paid by the healthcare systems, patients’
families and the community at large. While
changes in population characteristics and
increased healthcare usage are partly re-
sponsible for increased healthcare costs, the
biggest contributor has been increased
prices associated with healthcare services.
Medical professional costs and compensation
have also risen over this period, but make up a
small portion of health costs. Federal and state
governments are exploring new ways to control
costs or reduce the prices consumers pay. 

More research is needed to determine the
precise causes of price increases. Some
factors that can influence prices include: 

new expensive technologies
complexity in health administration
hospital/provider consolidation
lack of competitive options through
employer-based health insurance
different negotiated prices between
private and public insurance options
[Peterson, 2022, Norbeck, 2013, White,
2021, Robinson, 2011]

Total health spending (the amount paid for all
healthcare goods and services) makes up about
1/6th of the total U.S. economy. After adjusting
for inflation, health spending doubled between
1995–2015, from $1.2 to $2.1 trillion, and again
between 2015-2020 to $4.1 trillion (Figure 1).
[Dieleman, 2017, Shrank, 2019]

Higher prices are responsible for about 50% of
increased health spending between 1995-2015. 

Inpatient care prices have increased the most
over this period. Increases in ambulatory care,
emergency departments, and dental care prices
have also increased health spending.
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In some contexts, health 
spending and pricing have 
doubled over a 30-year period.

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC7077778/#:~:text=Today%2C%20chronic%20disease%20affects%2050,It%20has%20become%20an%20epidemic.&text=Comparison%20of%20the%20national%20health,the%20annual%20cost%20of%20living
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https://www.healthsystemtracker.org/chart-collection/health-spending-u-s-compare-countries-2/#Health%20consumption%20expenditures%20per%20capita,%20U.S.%20dollars,%20PPP%20adjusted,%202020%20or%20nearest%20year
https://www.pgpf.org/blog/2022/02/why-are-americans-paying-more-for-healthcare
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC6179664/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8383843/?report=classic
https://pubmed.ncbi.nlm.nih.gov/21756018/
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Prohibiting anti-competitive health plan
contracts
Increasing oversight of provider mergers
Requiring consistent reviews of insurance
rates and setting affordability standards
Reducing “facility fees” charged by
providers in addition to the cost of care
Requiring pricing transparency in hospitals 
Increasing the pool of patients in the state-
negotiated health plans [NASHP, 2021]

Setting benchmarks for how much costs can
grow each year
Setting pricing for services similar to what is
charged to the Medicare program
Waivers to federal healthcare programs
Establishing uniform hospital rates across a
state [NASHP, 2021]

Individual Cost Reduction Strategies

Health System Cost Reduction Strategies

Supplemental Table 1 lists bills passed in 2022
to lower health costs and spending. 

Supplemental Table 2 gives examples of state
strategies to reduce health costs. 

MOST Policy Initiative is a 501(c)3 nonprofit organization that provides nonpartisan research information to
members of the Missouri General Assembly upon request. This Science Note is intended for informational
purposes and does not indicate support or opposition to a particular bill or policy approach. A full list of
references used in this Science Note may be found at https://mostpolicyinitiative.org/science-
note/rising-health-care-costs/. Please contact ramon@mostpolicyinitiative.org with any questions. 

Physician compensation makes up 10% of all
healthcare spending. Nursing makes up 7%. 
One study estimates that reversion of pay
rates to 1984 levels in the medical field
would reduce health spending by 4-7%.
Medical malpractice premiums have also
risen. Roughly 1/3 of doctors have a claim
filed against them at some point, the costs
of which are passed onto the consumer. 
Premiums have risen 12–17% each year since
2010, and payouts have risen 64% since
2006. [Guardado, 2017]

Between 1984 and 2008, the average pay
increase for licensed physicians increased from
21% to 58%, compared to similarly educated
professionals. [Glied, 2014]

Nearly every racial group (except for
American Indians) reports lower rates of
private insurance coverage, doctor visits,
and Medicaid/ Medicare coverage than the
national average. [KFF, 2014]
In 2020, MO expenditures on prescriptions,
nursing home care, hospital care, premiums,
and deductibles were higher than the
national average. [KFF, 2020]

Medical professional costs make 
up a small percentage of health 
industry costs.

States can reduce health costs in
several ways.

Figure 1: Share of health system
spending by sector. The treemap chart
shows the percentage each sector
contributes to health spending, which
totaled $4.1 trillion in 2020. Dollar figures
are in billions. Hospital care (blue - 30%),
physician services (orange - 14%), clinical
services (gray - 5%), prescription (Rx) drugs
(yellow - 8%), nursing and home health
(pink - 8%), other personal healthcare
services (red - 14%), insurance (green -
7%), and investment and government
activities & administration (purple - 11%).
Data adapted from the American Medical
Association.
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 Supplementary  Table  1  .  Various  Options  for  States  to  establish  Pricing  &  Competition  Controls.  Data 

 from  National Academy of State Health Policy  . 
 Bill Category  States & Legislation  Type of legislation / Various Language 
 Transparency in Medical 
 Pricing 

 AZ  (  SB  1088  ),  CO 
 (  HB22-1285  ),  GA  (  HB 
 1276  ),  OK  (  HB  1006  & 
 SB  462  ),  UT  (  HB  210  ), 
 VA (  HB 481  ) 

 Make  prices  publicly  available,  prohibitions  on 
 collections,  annual  reports  on  hospital  spending,  set 
 up shared savings investment pools. 

 Caps or Complete 
 Elimination of Facility Fees 

 CT  (  HB  5485  ),  OH  (  HB 
 122  ),  WA  (  HB  1708  & 
 HB 1821  ) 

 Notification  of  patients  for  fees,  prohibits  facilities 
 fees  for  telehealth  services,  make  fees  equivalent  to 
 hospitals if higher. 

 Competition in Medical Care  *No  state  legislation 
 has  been  passed  in  this 
 category 

 Prohibits  contracts  between  primary  care  and 
 insurers,  state  health  review  and  pricing  plans, 
 prohibits  anti-tiering  clauses,  creates  universal 
 managed care plans, requires impact analysis criteria. 

 Certificates of Need (CON) 
 for Medical Investments 

 CT  (  HB  5506  &  SB  286  ), 
 IL  (  HB  4343  ),  KY  (  HB 
 777  ),  LA  (  SB  30  ),  MN 
 (HF  2725),  MS  (  SB 
 2820  ),  OH  (  HB  371  ),  OK 
 (  HB  3867  &  SB  1814  ),  RI 
 (  HB 8343  ), VT (  H 654  ), 

 Requires  CON  for  new  investments,  setting  price 
 increase  caps  &  documentation  requirements, 
 interagency  scoring  for  facilities  needing  investment, 
 allow  ambulance  agencies  to  transport  to  multiple 
 facilities,  subjects  hospitals  to  review  for  new 
 investment,  exempts  veterans  facilities  from  CON, 
 requires  CON  for  new  psychiatric  or  substance 
 treatment  facilities,  prioritize  CONs  to  respond  to 
 COVID-19 needs. 

 Surprise Billing Restrictions  CT  (  HB  5001  ),  GA  (  SB 
 566),  IL  (  HB  4703  ),  IN 
 (  HB  1238  ),  MD  (  SB 
 180  ),  NY  (  S  8007  ),  OR, 
 (  HB  4134  ),  VT  (  H  489  ), 
 WA (  HB  1688  ). 

 Max.  costs  for  mental  health,  classify  all  medical  care 
 within  emergency  services,  good  faith  estimates  for 
 price,  transparency  requirements,  re-classification  of 
 certain  out-of-network  procedures,  rules  to  comply 
 with the  No Surprises Act  . 

 Community Benefit 
 (activities geared to 
 community health needs) 

 CA  (  AB  133  &  1204  ),  CT 
 (  HB  5500  ),  MD  (  SB 
 802  ),  VA  (  HB  1071  ),  WA 
 (  HB 1272  &  1616  ), 

 Fines  for  hospitals  without  a  plan,  oversight  of 
 for-profit  hospitals,  interdisciplinary  partnerships 
 with  the  community,  promote  Medicaid  enrollment, 
 reports  for  investments  over  $5000,  make  care 
 accessible for low-income. 

 Reference Rates for Private 
 Insurance Prices 

 *No  state  legislation 
 has  been  passed  in  this 
 category 

 Reimbursement  rates  for  medical  equipment,  single 
 pay  Medicare  system,  public  option  program, 
 prevents  payments  over  specific  rates,  billing 
 benchmarks, increases in Medicaid payment rates. 

 Investments in Primary Care  CA  (  SB  184  ),  GA  (  HB 
 1042  ),  MD  (SB  734  ),  NE 
 (  LB 863  ) 

 Spending  benchmarks  as  a  percentage  of 
 expenditures,  grants  for  primary  care  facilities, 
 annual  reports  in  healthcare  investments,  Primary 
 Care Investment councils 

 Other  AL  (  HB  286  ),  NC  (  HB 
 674  ), OK (  SB 1396  ), 

 Annual  reports  of  hospital  costs,  requires  reasonable 
 debt collection practices, disbursement of payment 
 program fees 
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https://www.ilga.gov/legislation/BillStatus.asp?DocNum=4343&GAID=16&DocTypeID=HB&SessionID=110&GA=102
https://apps.legislature.ky.gov/record/22rs/hb777.html
https://apps.legislature.ky.gov/record/22rs/hb777.html
https://www.legis.la.gov/legis/BillInfo.aspx?s=22RS&b=SB30&sbi=y
https://www.revisor.mn.gov/bills/bill.php?b=house&f=HF2725&ssn=0&y=2022
http://billstatus.ls.state.ms.us/documents/2022/html/ham/SB2820_H_Cmte_Amend_01.htm
http://billstatus.ls.state.ms.us/documents/2022/html/ham/SB2820_H_Cmte_Amend_01.htm
https://www.legislature.ohio.gov/legislation/legislation-summary?id=GA134-HB-371
http://www.oklegislature.gov/BillInfo.aspx?Bill=hb3867&Session=2200
http://www.oklegislature.gov/BillInfo.aspx?Bill=sb1814&Session=2200
http://webserver.rilin.state.ri.us/BillText22/HouseText22/H8343.htm
https://legislature.vermont.gov/bill/status/2022/H.654
https://www.cga.ct.gov/2022/TOB/H/PDF/2022HB-05001-R00-HB.PDF
https://www.legis.ga.gov/api/legislation/document/20212022/211274
https://www.legis.ga.gov/api/legislation/document/20212022/211274
https://www.ilga.gov/legislation/BillStatus.asp?GA=102&DocTypeID=HB&DocNum=4703&GAID=16&SessionID=110&LegID=138969
http://iga.in.gov/legislative/2022/bills/house/1238
https://mgaleg.maryland.gov/mgawebsite/Legislation/Details/SB0180
https://mgaleg.maryland.gov/mgawebsite/Legislation/Details/SB0180
https://www.nysenate.gov/legislation/bills/2021/S8007
https://olis.oregonlegislature.gov/liz/2022R1/Measures/Overview/HB4134
https://legislature.vermont.gov/bill/status/2022/H.489
https://app.leg.wa.gov/billsummary?billnumber=1688&year=2022
https://republicans-waysandmeansforms.house.gov/uploadedfiles/surprisebill_text.pdf?utm_campaign=203573-211
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202120220AB133
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202120220AB1204
https://www.cga.ct.gov/2022/TOB/H/PDF/2022HB-05500-R00-HB.PDF
https://mgaleg.maryland.gov/2022RS/bills/sb/sb0802f.pdf
https://mgaleg.maryland.gov/2022RS/bills/sb/sb0802f.pdf
https://lis.virginia.gov/cgi-bin/legp604.exe?221+cab+HC10213HB1071+UCHB1
https://app.leg.wa.gov/billsummary?BillNumber=1272&Year=2021&Initiative=false
https://app.leg.wa.gov/billsummary?BillNumber=1616&Initiative=false&Year=2021
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202120220SB184
https://gov.georgia.gov/document/2022-signed-legislation/hb-1042/download
https://gov.georgia.gov/document/2022-signed-legislation/hb-1042/download
https://mgaleg.maryland.gov/2022RS/bills/sb/sb0734e.pdf
https://nebraskalegislature.gov/bills/view_bill.php?DocumentID=46619
http://alisondb.legislature.state.al.us/ALISON/SearchableInstruments/2022RS/PrintFiles/HB286-int.pdf
https://www.ncleg.gov/BillLookUp/2021/H674
https://www.ncleg.gov/BillLookUp/2021/H674
http://www.oklegislature.gov/BillInfo.aspx?Bill=SB1396&Session=2200


 Supplementary Table 2  . Examples of State Strategies  that Have Reduced Health Costs. 

 Individual Cost Reduction Strategies 
 Policy Category  States  Supporting Data 

 Prohibiting  anti-competitive 
 health plan contracts 

 N/A  The  Congressional  Budget  Office  estimates  that  a  federal  prohibition 

 will reduce premium rates up to 5%. [  CBO, 2019  ] 

 Increasing  oversight  of  health 

 provider mergers 

 MA  While  limited,  Massachusetts’  Antitrust  Act  requires  a  seven-year 

 price  cap  to  match  the  statewide  benchmark  for  healthcare  price 

 growth. 

 Requiring  consistent  reviews  of 

 the  insurance  rate  and  setting 

 affordability standards 

 WA  A  Washington  state  review  program  lowered  insurance  hikes  from 

 8% to 2% after a mandatory formula recalculation. [  Altarum, 2015  ] 

 Requiring  pricing  transparency 

 in hospitals 

 NH  A  New  Hampshire  study  showed  11%  cost  reductions  for 

 MRI-procedures. [  Glied, 2021  ] 

 Reducing  “facility  fees”  charged 

 by  providers  in  addition  to  the 

 cost of care 

 N/A  The  No  Surprises  Act  of  202  0  is  expected  to  reduce  premiums  by  1% 

 in 2022. [  CBO, 2021  ] 

 Increasing  the  pool  of  patients 

 in  the  state-negotiated  health 

 plans (ex. Section 1115 waivers) 

 GA, 
 MA, 
 CA 

 In  Georgia  and  Massachusetts,  HIV  patients  had  a  net  cost  savings 

 due  to  preventative  care  that  reduced  costly  disease  progression. 

 [  Schackman, 2005  ] 

 In  California,  people  experiencing  homelessness  had  fewer  costly 

 emergency department visits. [  Pourat, 2020  ] 

 Health System Cost Reduction Strategies 
 Policy Category  States  Supporting Data 

 Setting  benchmarks  for  how 
 much costs can grow each year 

 MA  Massachusetts  kept  prices  below  a  growth  mark  of  3.6%  for  4  of  the 

 previous 6 years in a 2020 study. [  Pearson, 2020  ] 

 Establishing uniform hospital 

 rates across a state 

 MA, 
 MD, 
 CA, 
 NY, 
 WV 

 Resulted  in  reduced  growth  in  hospital  expenses  in  Massachusetts 

 (16%), Maryland (15%), California (10%) and New York (5%). 

 West  Virginia’s  program  reduces  discharge  costs  to  the  patient  by  as 

 much as 26%. [  Murray, 2015  ] 

 Setting pricing for services 

 similar to what is charged to 

 the Medicare program. 

 N/A  Saved  18%  in  drug  prices  in  one  nationwide  study  after  two  years. 

 [  Robinson, 2017  ] 

https://www.cbo.gov/system/files/2019-07/s1895_0.pdf
https://www.mass.gov/files/documents/2018/11/29/BILH%20AOD%20Filed%202018.11.29.pdf
https://www.healthcarevaluehub.org/application/files/6115/6237/3818/Hub-Altarum_RB_6_-_Health_Insurance_Rate_Review.pdf
https://jamanetwork.com/journals/jama/fullarticle/2778818#:~:text=The%20transparency%20regulations%20are%20intended,coverage%20who%20face%20hefty%20deductibles
https://republicans-waysandmeansforms.house.gov/uploadedfiles/surprisebill_text.pdf?utm_campaign=203573-211
https://www.cbo.gov/system/files/2021-01/PL_116-260_div%20O-FF.pdf
https://www.cms.gov/Research-Statistics-Data-and-Systems/Research/HealthCareFinancingReview/Downloads/05summerpg67.pdf
https://onlinelibrary.wiley.com/doi/abs/10.1111/1475-6773.13528
https://jamanetwork.com/journals/jama/fullarticle/2769252
https://www.urban.org/sites/default/files/publication/73841/2000516-Hospital-Rate-Setting-Revisited.pdf
https://www.nejm.org/doi/full/10.1056/NEJMsa1700087
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