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Four Takeaways

 Hospital price inflation is at the center of the health care cost crisis
« Government-set incentives —not market forces —drive the crisis
* Hospitals make money from Medicare & Medicaid

* Hospitals suffer from poor productivity — not a lack of subsidies
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Price changes (Jan. 2000-Dec. 2025)
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Hospital Medicare Outpatient Spending Projected to
Increase Six Times Faster Than Physician Fees, 2023-2034
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PA!P AGQ‘ SOURCE: Congressional Budget Office, Baseline Estimates, June 2024, https/fwww.cbo gov/data/baseline-projections-selected-programs
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m On Average, Hospitals Earn Marginal Profits From
W Treating Medicare Enrollees
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MOTE: Marginal profit = [payments for Medicare services - (total Medicare costs - fixed building and equipment costs)] / Medicare payments

PA‘.P.AGQ{.‘ SOURCE: MedPAC annual reports to Congress on Medicare Payment Policy, 2017-2023.
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m- American Labor Productivity Increased 78 Percent Over
W Last Three Decades Compared to Virtually No
Change in Hospital Labor Productivity
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Private Community Hospitals ==Private Nonfarm Business Sector

SOURCE: Author's analysis of Bureau of Labor Statistics. *Private Community Hospitals Labor Productivity,” June 27, 2024, and *Annual
PA\P.AGQH‘ Total Factor Productivity and Related Measures for Major Industries.” Washington, DC: Bureau of Labor Statistics, December 4, 2024
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