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National Health Care Spending In
2020: Growth Driven By Federal
Spending In Response To The
COVID-19 Pandemic

ABSTRACT US health care spending increased 9.7 percent to reach
$4.1 trillion in 2020, a much faster rate than the 4.3 percent increase
seen in 2019. The acceleration in 2020 was due to a 36.0 percent increase
in federal expenditures for health care that occurred largely in response
to the COVID-19 pandemic. At the same time, gross domestic product
declined 2.2 percent, and the share of the economy devoted to health care
spending spiked, reaching 19.7 percent. In 2020 the number of uninsured
people fell, while at the same time there were significant shifts in types
of coverage.

T
he year 2020 was unlike any other
in recent memory, as the COVID-19
pandemic swept across the world
and disrupted nearly every aspect
of normal life. The US health sector

was affected by a number of factors, such as the
direct treatment of the millions of Americans
contracting COVID-19; the influence of social
distancing restrictions and requirements regard-
ing access to and use of health services; the short
but dramatic two-month recession and its impact
on health insurance coverage; and federal gov-
ernment spending on COVID-19 testing, vaccine
development, insurance safety nets, and supple-
mental revenue support to providers. The many
unique and, at times, opposing forces at play
combined to result in national health expendi-
tures increasing by 9.7 percent (the fastest rate
since 2002) to $4.1 trillion in 2020, while gross
domestic product (GDP) declined by 2.2 percent
(the largest drop since 1938), which led to the
health spending share of GDP reaching 19.7 per-
cent, up from 17.6 percent in 2019 (exhibit 1).
Health care spending by the federal govern-

ment increased 36.0 percent in 2020 (compared
with 5.9 percent growth in 2019) (exhibit 2),
with much of the growth not directly linked to
patient care events. Rather, spending growth

was driven by the following: assisting health care
providers—in particular, hospitals, physicians,
and nursing homes—with revenue lost because
of lower utilization and increased costs (through
the Provider Relief Fund, which provided direct
financial support to providers, and through
loans made under the Paycheck Protection Pro-
gram to provide assistance to firms with qualify-
ing expenses), assisting states with Medicaid
funding, and providing increased public health
activity related to COVID-19. Increased federal
government spending related to COVID-19 led
to an increase in the federal government’s share
of all national health expenditures (36percent in
2020 compared with 29 percent in 2019), as the
other sponsors of health care (state and local
governments, households, and businesses) all
paid for a smaller share in 2020 than in 2019.
Total national health expenditures that ex-

clude spending associated with federal public
health and other federal programs (the latter
category includes Paycheck Protection Program
loans and the Provider Relief Fund) increased
just 1.9 percent in 2020 after an increase of
4.3 percent in 2019 (exhibit 3). This was a func-
tion of less use of medical services and goods in
2020 both by those covered through health in-
surance as well as by those paying directly out of
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pocket. Similarly, spending for thosewith health
insurance (through private health insurance,
Medicare, Medicaid, the Children’s Health In-
surance Program, the Department of Defense,
and the Department of Veterans Affairs) grew
at a low rate of 3.0 percent in 2020, slowing from
4.3 percent in 2019 (exhibit 3). Out-of-pocket
spending on health care (defined as direct con-
sumer payments such as copayments, deducti-
bles, coinsurance, and spending for noncovered
services) declined by 3.7 percent in 2020, as the
reduction in the use of services and in the num-
ber of uninsured people, along with the chang-
ing mix of services, led to reduced spending for
nearly all health care services and goods.
Hospital care, physician and clinical services,

and retail prescription drugs accounted for
59percent of totalhealth care expenditures (data
not shown) and experienced mixed trends in
2020 (exhibit 4). Hospital spending grew at
about the same rate in 2020 (6.4 percent) as in
2019 (6.3 percent), whereas physician and clini-

cal services spending increased at a faster rate
(5.4percent comparedwith4.2percent in2019).
For these services, as was the case with almost all
health care services, strong growth in federal
program spending—primarily for the Provider
Relief Fund and Paycheck Protection Program
loans—far outweighed the negative or slow
growth in private health insurance and out-of-
pocket spending that was associated with less
use of care in 2020 (exhibit 5). Spending growth
on retail prescription drugs slowed (3.0 percent
in 2020 compared with 4.3 percent in 2019),
mainly because of slower growth in utilization
and a decline in retail prescription drug prices.

Classification Of Federal COVID-19
Funding
The global pandemic caused major disruptions
to the overall economy and to the delivery of
health care goods and services. Economic shut-
downs, increased pandemic-related hospitaliza-

Exhibit 1

National health expenditures (NHE), aggregate and per capita amounts, share of gross domestic product (GDP), and annual growth, calendar years
2014–20

2014a 2015 2016 2017 2018 2019 2020

Expenditure amount

NHE, billions $3,001.4 $3,163.6 $3,305.6 $3,446.5 $3,604.5 $3,759.1 $4,124.0
GDP, billions $17,550.7 $18,206.0 $18,695.1 $19,479.6 $20,527.2 $21,372.6 $20,893.7
NHE as percent of GDP 17.1 17.4 17.7 17.7 17.6 17.6 19.7
Population (millions)b 318.1 320.4 322.8 324.8 326.5 328.0 329.1
NHE per capita $9,436 $9,873 $10,242 $10,611 $11,040 $11,462 $12,530
GDP per capita $55,179 $56,818 $57,923 $59,975 $62,871 $65,166 $63,482
Prices (2012 = 100.0)
Chain-weighted NHE deflator 103.0 103.8 105.2 106.3 108.7 109.9 113.3
GDP price index 103.7 104.7 105.7 107.7 110.3 112.3 113.7

Real spending
NHE, billions of chained dollars $2,914 $3,047 $3,143 $3,241 $3,316 $3,422 $3,640
GDP, billions of chained dollars $16,932 $17,390 $17,680 $18,079 $18,607 $19,033 $18,385

Annual growth

NHE 5.1% 5.4% 4.5% 4.3% 4.6% 4.3% 9.7%
GDP 4.2 3.7 2.7 4.2 5.4 4.1 −2.2
Populationb 0.7 0.7 0.7 0.6 0.5 0.5 0.4
NHE per capita 4.3 4.6 3.7 3.6 4.0 3.8 9.3
GDP per capita 3.4 3.0 1.9 3.5 4.8 3.6 −2.6
Prices (2012 = 100.0)
Chain-weighted NHE deflator 1.7 0.8 1.3 1.1 2.2 1.1 3.1
GDP price index 1.9 1.0 1.0 1.9 2.4 1.8 1.3

Real spending
NHE, billions of chained dollars 3.3 4.6 3.2 3.1 2.3 3.2 6.4
GDP, billions of chained dollars 2.3 2.7 1.7 2.3 2.9 2.3 −3.4

SOURCE Centers for Medicare and Medicaid Services, 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 Centers for Medicare and Medicaid Services. National Health Expenditure
Accounts: methodology paper, 2020 definitions, sources, and methods [Internet]. Baltimore (MD): CMS; 2021 Dec 15 [cited 2021 Dec 15]. Available from: https://
www.cms.gov/files/document/definitions-sources-and-methods.pdf. Numbers might not add to totals because of rounding. Percent changes are calculated from
unrounded data. aAnnual growth, 2013–14. bEstimates reflect the Census Bureau’s definition of resident-based population, which includes all people who usually
reside in the fifty 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.
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Exhibit 2

National health expenditures (NHE) amounts, annual growth, and percent distribution, by type of sponsor, calendar years 2014–20

Type of sponsor 2014a 2015 2016 2017 2018 2019 2020

Expenditure amount

NHE, billions $3,001.4 $3,163.6 $3,305.6 $3,446.5 $3,604.5 $3,759.1 $4,124.0
Businesses, household, and other private revenues 1,639.5 1,709.7 1,789.1 1,881.5 1,966.9 2,050.2 2,037.3
Private businesses 577.5 595.1 624.1 654.2 686.6 712.5 690.5
Household 856.3 900.8 937.7 977.5 1,021.7 1,067.0 1,078.3
Other private revenues 205.7 213.8 227.2 249.7 258.7 270.7 268.6

Governments 1,361.9 1,454.0 1,516.5 1,565.0 1,637.6 1,708.9 2,086.7
Federal government 843.5 916.2 959.3 988.8 1,041.2 1,102.3 1,498.7
Federal government contribution to

employer-sponsored private health
insurance premiums 33.2 33.9 36.2 37.5 38.3 38.6 39.8

Federal general revenue and Medicare net
trust fund expendituresb 279.6 293.7 303.5 307.6 326.8 359.3 370.0

Federal portion of Medicaid payments 305.9 342.8 357.8 361.4 372.2 387.3 460.0
Other federal health insurance and programsc 193.2 203.6 213.2 225.7 236.5 250.2 559.3
All other federal health expendituresd 31.5 42.2 48.6 56.6 67.3 66.8 69.6

State and local governments 518.4 537.8 557.1 576.3 596.4 606.6 588.0

Annual growth

NHE 5.1% 5.4% 4.5% 4.3% 4.6% 4.3% 9.7%
Businesses, household, and other private revenues 3.0 4.3 4.6 5.2 4.5 4.2 −0.6
Private businesses 3.4 3.0 4.9 4.8 4.9 3.8 −3.1
Household 3.5 5.2 4.1 4.2 4.5 4.4 1.1
Other private revenues 0.0 3.9 6.3 9.9 3.6 4.7 −0.8

Governments 7.7 6.8 4.3 3.2 4.6 4.4 22.1
Federal government 11.0 8.6 4.7 3.1 5.3 5.9 36.0
Federal government contribution to

employer-sponsored private health
insurance premiums 2.6 2.1 6.6 3.6 2.3 0.6 3.2

Federal general revenue and Medicare net
trust fund expendituresb 3.5 5.0 3.3 1.4 6.2 10.0 3.0

Federal portion of Medicaid payments 19.2 12.0 4.4 1.0 3.0 4.1 18.8
Other federal health insurance and programsc 3.6 5.4 4.7 5.8 4.8 5.8 123.5
All other federal health expendituresd 123.6 34.0 15.1 16.4 19.0 −0.7 4.1

State and local governments 2.7 3.7 3.6 3.4 3.5 1.7 −3.1
Percent distribution

NHE 100% 100% 100% 100% 100% 100% 100%
Businesses, household, and other private revenues 55 54 54 55 55 55 49
Private businesses 19 19 19 19 19 19 17
Household 29 28 28 28 28 28 26
Other private revenues 7 7 7 7 7 7 7

Governments 45 46 46 45 45 45 51
Federal government 28 29 29 29 29 29 36
Federal government contribution to

employer-sponsored private health
insurance premiums

1 1 1 1 1 1 1

Federal general revenue and Medicare net
trust fund expendituresb

9 9 9 9 9 10 9

Federal portion of Medicaid payments 10 11 11 10 10 10 11
Other federal health insurance and programsc 6 6 6 7 7 7 14
All other federal health expendituresd 1 1 1 2 2 2 2

State and local governments 17 17 17 17 17 16 14

SOURCE Centers for Medicare and Medicaid Services, 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. aAnnual growth, 2013–14. bExcludes Medicare Hospital Trust (HI) Fund payroll taxes and premiums, Medicare Supplementary
Medical Insurance premiums, Part D state phase-down payments to Medicare beginning in 2006, Medicare premium buy-in programs by Medicaid for people eligible for
both Medicaid and Medicare, and Trust Fund revenues from the income taxation of Social Security benefits. cIncludes maternal and child health, vocational rehabilitation,
SAMHSA, IHS, federal workers’ compensation, other federal programs, public health activities, Department of Defense, Department of Veterans Affairs, CHIP Titles XIX
and XXI, and investment (research, structures, and equipment). Also includes government subsidy payments for COBRA coverage for 2009–11, small business tax credits
beginning in 2010, Early Retirement Reinsurance Program payments for 2010–11, and payments for the Basic Health Program beginning in 2015. Excludes premiums paid
for the Pre-Existing Condition Insurance Plan for 2010–14. dIncludes employer Medicare HI Trust Fund payroll taxes, federal portion of Medicare buy-in premiums, retiree
drug subsidy payments to employee plans, and Marketplace tax credits and cost-sharing subsidies (beginning in 2014).
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tions, shortages of available medical profession-
als and personal protective equipment, and in-
creased disease surveillance and testing, among
other impacts, all contributed to major changes

in theway inwhichhealth carewasdelivered, the
sources of funds that paid for care, and the
amount of services used. To alleviate many of
the devastating impacts of the public health

Exhibit 3

National health expenditures (NHE) and annual growth, by source of funds, calendar years 2014–20

Source of funds 2014a 2015 2016 2017 2018 2019 2020

Expenditure amount (billions)

NHE $3,001.4 $3,163.6 $3,305.6 $3,446.5 $3,604.5 $3,759.1 $4,124.0
Health consumption expenditures 2,841.9 3,000.6 3,139.5 3,266.3 3,415.9 3,564.2 3,931.3
Out of pocket 340.3 352.9 365.6 372.6 386.5 403.7 388.6
Health insurance 2,150.2 2,287.6 2,395.8 2,494.5 2,613.3 2,726.4 2,809.3
Private health insurance 921.9 975.6 1,029.8 1,079.1 1,131.0 1,165.6 1,151.4
Medicare 617.6 647.9 675.7 704.8 749.4 801.4 829.5
Medicaid 498.2 543.0 564.9 578.6 596.4 614.4 671.2
Federal 305.9 342.8 357.8 361.4 372.2 387.3 460.0
State and local 192.2 200.2 207.0 217.1 224.2 227.1 211.2

Other health insurance programsb 112.6 121.1 125.4 132.1 136.5 145.0 157.2
Other third-party payers and programs 267.0 274.6 288.1 303.1 316.3 329.2 509.7
Other federal programsc 12.2 12.6 12.4 12.2 12.8 14.0 193.9
Other third-party payers and programs

less other federal programs 254.9 262.0 275.8 290.9 303.5 315.2 315.8
Public health activity 84.4 85.5 90.0 96.2 99.7 105.0 223.7
Federald 10.8 11.3 11.8 12.6 12.1 13.3 128.2
State and local 73.5 74.2 78.2 83.6 87.7 91.7 95.5

Investment 159.6 163.1 166.1 180.2 188.6 194.9 192.7

Annual growth

NHE 5.1% 5.4% 4.5% 4.3% 4.6% 4.3% 9.7%
Health consumption expenditures 5.5 5.6 4.6 4.0 4.6 4.3 10.3
Out of pocket 2.9 3.7 3.6 1.9 3.7 4.4 −3.7
Health insurance 6.5 6.4 4.7 4.1 4.8 4.3 3.0
Private health insurance 4.9 5.8 5.5 4.8 4.8 3.1 −1.2
Medicare 4.9 4.9 4.3 4.3 6.3 6.9 3.5
Medicaid 12.0 9.0 4.0 2.4 3.1 3.0 9.2
Federal 19.2 12.0 4.4 1.0 3.0 4.1 18.8
State and local 2.1 4.2 3.4 4.9 3.3 1.3 −7.0

Other health insurance programsb 6.3 7.5 3.6 5.3 3.4 6.2 8.4
Other third-party payers and programs 1.9 2.8 4.9 5.2 4.4 4.1 54.8
Other federal programsc −6.0 3.0 −1.6 −1.1 5.2 9.3 1,282.0
Other third-party payers and programs

less other federal programs 2.4 2.8 5.3 5.5 4.3 3.9 0.2
Public health activity 3.5 1.3 5.2 6.9 3.7 5.3 113.1
Federald 4.8 4.6 4.0 7.0 −4.3 10.3 864.5
State and local 3.3 0.9 5.4 6.9 4.9 4.6 4.2

Investment −2.2 2.2 1.8 8.5 4.7 3.4 −1.2
NHE impacts by direct federal COVID-19 supplemental fundinge

NHE excluding federal public health activity
expenditures $2,990.6 $3,152.3 $3,293.8 $3,433.9 $3,592.5 $3,745.8 $3,995.8

NHE excluding federal public health activity
expenditures and other federal programs $2,978.4 $3,139.8 $3,281.4 $3,421.7 $3,579.6 $3,731.8 $3,801.9

NHE impacts, annual growth

NHE excluding federal public health activity
expenditures 5.1% 5.4% 4.5% 4.3% 4.6% 4.3% 6.7%

NHE excluding federal public health activity
expenditures and other federal programs 5.2 5.4 4.5 4.3 4.6 4.3 1.9

SOURCE Centers for Medicare and Medicaid Services, 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. aAnnual growth, 2013–14. bIncludes health-related spending for CHIP Titles XIX and XXI, Defense, and VA. cFederal COVID-19
supplemental funding here includes Paycheck Protection Program (PPP) loans and Provider Relief Fund. dIncludes COVID-19-related federal public health spending.
eBillions of dollars. Includes PPP loans, Provider Relief Fund, and COVID-19-related federal public health spending.
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emergency, the federal government imple-
mented five pieces of legislation that included
major new funding sources for health care pro-
viders and for state and local governments: the
Coronavirus Preparedness and Response Sup-
plemental Appropriations Act of 2020; the Fam-
ilies First Coronavirus Response Act of 2020; the
Coronavirus Aid, Relief, and Economic Security

(CARES) Act of 2020; the Paycheck Protection
Program and Health Care Enhancement Act of
2020; and the Coronavirus Response and Relief
Supplemental AppropriationsAct of 2021. These
new flows of federal funds were classified in the
National Health Expenditure Accounts in part
on the basis of international recommendations
that considered the nature of the transactions,

Exhibit 4

National health expenditures (NHE) amounts and annual growth, by spending category, calendar years 2014–20

Spending category 2014a 2015 2016 2017 2018 2019 2020

Expenditure amount (billions)

NHE $3,001.4 $3,163.6 $3,305.6 $3,446.5 $3,604.5 $3,759.1 $4,124.0
Health consumption expenditures 2,841.9 3,000.6 3,139.5 3,266.3 3,415.9 3,564.2 3,931.3
Personal health care 2,527.3 2,674.1 2,795.3 2,905.2 3,021.8 3,175.2 3,357.8
Hospital care 940.5 989.0 1,035.4 1,077.6 1,122.6 1,193.7 1,270.1
Professional services 794.8 843.8 893.8 937.5 978.9 1,022.4 1,069.3
Physician and clinical services 597.7 636.4 675.3 709.4 736.9 767.9 809.5
Other professional services 82.4 87.4 92.2 96.9 104.5 111.3 117.4
Dental services 114.7 120.0 126.2 131.1 137.5 143.2 142.4

Other health, residential, and personal care 152.3 165.2 175.0 185.1 191.0 195.7 208.8
Home health care 84.6 89.6 93.7 99.4 105.6 113.0 123.7
Nursing care facilities and continuing care

retirement communities 152.3 156.4 161.6 163.4 167.6 174.2 196.8
Retail outlet sales of medical products 402.7 430.2 435.8 442.2 456.0 476.3 489.1
Prescription drugs 290.6 312.2 313.3 315.9 324.2 338.1 348.4
Durable medical equipment 46.6 48.7 50.6 51.9 54.4 57.0 54.9
Other nondurable medical products 65.5 69.3 71.9 74.5 77.5 81.1 85.7

Government administration 41.7 41.7 44.0 43.9 46.3 47.4 48.4
Net cost of health insurance 188.5 199.3 210.2 221.1 248.1 236.6 301.4
Government public health activities 84.4 85.5 90.0 96.2 99.7 105.0 223.7

Investment 159.6 163.1 166.1 180.2 188.6 194.9 192.7
Noncommercial research 46.0 46.4 47.5 50.7 53.6 56.2 60.2
Structures and equipment 113.5 116.7 118.6 129.4 135.0 138.7 132.5

Annual growth

NHE 5.1% 5.4% 4.5% 4.3% 4.6% 4.3% 9.7%
Health consumption expenditures 5.5 5.6 4.6 4.0 4.6 4.3 10.3
Personal health care 5.1 5.8 4.5 3.9 4.0 5.1 5.8
Hospital care 3.7 5.2 4.7 4.1 4.2 6.3 6.4
Professional services 4.9 6.2 5.9 4.9 4.4 4.4 4.6
Physician and clinical services 5.2 6.5 6.1 5.0 3.9 4.2 5.4
Other professional services 5.6 6.1 5.4 5.1 7.8 6.5 5.6
Dental services 3.0 4.6 5.2 3.9 4.9 4.2 −0.6

Other health, residential, and personal care 5.5 8.4 6.0 5.7 3.2 2.4 6.7
Home health care 4.6 5.8 4.6 6.1 6.2 7.0 9.5
Nursing care facilities and continuing care

retirement communities 2.5 2.7 3.4 1.1 2.6 3.9 13.0
Retail outlet sales of medical products 9.6 6.8 1.3 1.5 3.1 4.4 2.7
Prescription drugs 12.1 7.4 0.4 0.8 2.6 4.3 3.0
Durable medical equipment 3.6 4.5 3.9 2.6 4.8 4.9 −3.7
Other nondurable medical products 3.7 5.7 3.8 3.7 4.0 4.7 5.7

Government administration 11.5 −0.0 5.6 −0.3 5.5 2.3 2.1
Net cost of health insurance 12.1 5.7 5.5 5.2 12.2 −4.6 27.4
Government public health activities 3.5 1.3 5.2 6.9 3.7 5.3 113.1

Investment −2.2 2.2 1.8 8.5 4.7 3.4 −1.2
Noncommercial research −1.4 0.7 2.4 6.8 5.6 4.9 7.0
Structures and equipment −2.5 2.8 1.6 9.1 4.3 2.7 −4.5

SOURCE Centers for Medicare and Medicaid Services, 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. aAnnual growth, 2013–14.
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their policy intent, and their real effects on the
health sector and the economy.1–3

The Provider Relief Fund ($122 billion in
2020) supplied direct federal subsidies to health
care providers and is classified under “other
federal programs” in theNationalHealth Expen-
diture Accounts.4 Similarly, loans under the Pay-
check Protection Program ($53 billion in 2020)
provided funding for payroll and other eligible
expenses to many health care providers.5 These
loans are also recognized as federal subsidies
because they are eligible to be forgiven if used
for qualifying expenses; to date, they have a very
high forgiveness rate (99 percent).6 In addition,
increased federal public health funding included
payments for Operation Warp Speed for devel-
oping vaccines and therapeutics,7 strategic
stockpiles of drugs and vaccines, and health fa-
cility preparedness. Some federal health care
providers (such as the Department of Defense,
the Department of Veterans Affairs, and the
Indian Health Service) were also given direct
federal supplemental funding to support opera-
tions during the pandemic; these expenditure
amounts are included with their respective
source-of-funds categories.8

Sponsors Of Health Care
In 2020 the federal government and households
accounted for the largest shares of national
health spending (36 percent and 26 percent, re-
spectively), followed by private businesses
(17 percent), state and local governments
(14 percent), and other private revenues (7 per-
cent). Most of the growth in overall national
health expenditures in 2020 was a result of in-
creased spending by the federal government, as
there were declines in spending by private busi-
nesses, state and local governments, and other
private revenues and slow growth in spending by
households (exhibit 2).
Health care expenditures that were financed

by the federal government increased rapidly, at
36.0 percent in 2020 (exhibit 2). Growth was
drivenmainlyby spending for theProviderRelief
Fund and Paycheck Protection Program loans,
increased spending for federal public health
activity, and growth in the federal portion of
Medicaid payments (a 31 percent share of federal
government expenditures) (data not shown).
Growth in federal Medicaid payments resulted
from the Families First Coronavirus Response
Act of 2020 and led to a 6.2-percentage-point
increase in the federal medical assistance per-

Exhibit 5

Contributions to growth in expenditures, by type of medical good or service, 2019 and 2020

SOURCE Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group. NOTE The colored seg-
ments within each bar represent the contribution of the designated payer (out-of-pocket, health insurance, and other third-party
payers and programs) to overall growth for each medical good or service.
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centage.9

Households experienced slower health care
expenditure growth in 2020, increasing 1.1 per-
cent after growth of 4.4 percent in 2019 (exhib-
it 2). Out-of-pocket spending (a 36percent share
of household expenditures) and households’
contributions to employer-sponsored private
health insurance premiums (a 27 percent share)
were the largest contributors to the deceleration
(data not shown). Out-of-pocket spending de-
clined 3.7 percent in 2020 after growing 4.4 per-
cent in 2019, largely attributable to reductions in
the use of dental services, hospital care, physi-
cian and clinical services, and retail prescription
drugs (exhibit 3). In addition, households’ con-
tributions to employer-sponsored insurancepre-
miums increased 3.8 percent after growth of
5.5 percent in 2019 (data not shown). The slow-
down was driven largely by a decline in enroll-
ment in employer-sponsored insurance.
Health care expenditures by private busi-

nesses declined3.1 percent in 2020 after increas-
ing 3.8 percent in 2019 (exhibit 2). The largest
share of private businesses’ health spending was
contributions to employer-sponsored private
health insurance premiums (a 76 percent share
of private business spending), which declined
3.6 percent in 2020 after a 4.1 percent increase
in 2019 (data not shown). This reflects a decline
in enrollment as well as a reduction in spending
by self-insured employers resulting from de-
clines in theuse of health caregoods and services
by their employees.
Health care expenditures financedby state and

local governments decreased 3.1 percent in 2020
after growth of 1.7 percent in 2019 (exhibit 2).
The decrease was driven by a 7.0 percent decline
(exhibit 3) in state and local Medicaid expendi-
tures (representing a 36 percent share of state
and local spending; datanot shown).This expen-
diture decline occurred as the federal govern-
ment’s share of expenditures for Medicaid in-
creased to help ease the financial burden
experienced by state and local governments as
a result of the pandemic.

Enrollment
Despite the significant economic and employ-
ment disruptions caused by the pandemic in
2020, the number of uninsured people fell
slightly. However, there were significant shifts
in types of coverage as fewerpeoplewere covered
through employer-sponsored insurance and
more people had insurance through the individ-
ual market and public programs, in particular
through Medicaid (exhibit 6).
Total private health insurance enrollment de-

clined by 1.7 million (0.8 percent) in 2020, as a
2.3million decrease in enrollment for employer-
sponsored private health insurance was some-
what offset by a 0.6 million increase in enroll-
ment for Marketplace plans (data not shown).
The decline in employer-sponsored insurance
was largely due to job losses; for Marketplace
plans, the pandemic may have caused more peo-
ple to qualify for subsidies and may have caused
existing enrollees to maintain their coverage
longer during the year, leading to less attrition
and higher enrollment.
Medicare enrollment growth slowed in 2020,

with the number of enrollees increasing 2.1 per-
cent compared with growth of 2.6 percent in
2019 (exhibit 6). The deceleration was driven in
part by increasedmortality in the population age
sixty-five and older on account of the pandemic.
COVID-19 had a disproportionate impact on
Medicare beneficiaries, as people ages sixty-five
and older constituted 14 percent of all COVID-19
cases but 80 percent of all COVID-19-related
deaths (through the first half of 2021).10,11

Medicaid enrollment increased by an estimat-
ed 3.7 million (or 5.1 percent) in 2020 after de-
clining slightly in both 2018 and 2019 (exhib-
it 6). The 2020 increase was the largest since
2015 and can be attributed to pandemic-related
job losses as well as enactment of Section 6008
of the Families First Coronavirus Response Act,
which provided states that adhered to the “main-
tenance of eligibility” provisions with a 6.2-
percentage-point increase in the federal medical
assistance percentage as an incentive for states
to not disenroll Medicaid beneficiaries.9

The number of uninsured people decreased by
0.6million (1.9 percent) in 2020 to 31.2million,
and accordingly, the uninsured share of the US
population was 9.5 percent in 2020 compared
with 9.7 percent in 2019 (exhibit 6).

Other Federal Programs And
Government Public Health Activity
In the National Health Expenditure Accounts,
the category titled “other federal programs” in-
cludes federal subsidies and all other federal
medical expenditures not elsewhere classified.

The pandemic
contributed to major
changes in the way in
which health care was
delivered.
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In 2020 this category includes federal supple-
mental COVID-19 funding from the Provider
Relief Fund and Paycheck Protection Program
loans. Expenditures in this category increased
dramatically because of this supplemental fund-
ing to health care providers—from $14.0 billion
in 2019 to $193.9 billion in 2020 (exhibit 3).
Moreover, spending for public health activity

increased 113.1 percent to reach $223.7 billion in
2020 as the federal portion of such spending
grew rapidly because of pandemic-related public
health activities (exhibit 3). Public health expen-
ditures include federal, state, and local govern-
ments’ provision of population-based health
care services, including epidemiological surveil-
lance, immunization and vaccination services,
and disease prevention programs. In 2020
federal public health expenditures accounted for
57 percent of all public health spending,whereas
typically the federal portion accounts for less
than 15 percent of such spending overall (data

not shown). Public health expenditures through
the Department of Health and Human Services,
including the Centers for Disease Control and
Prevention, experienced rapid growth in 2020
as COVID-19 supplemental funding increased.
In addition to Biomedical Advanced Research
and Development Authority funding for Opera-
tion Warp Speed; strategic stockpiles of drugs,
vaccines, and equipment; and health facility pre-
paredness, the federal health response to the
pandemic also included an increase in grants
to states for pandemic-related public health ac-
tivities. However, state and local public health
spending increased at about the same rate in
2019 and 2020, at 4.6 percent and 4.2 percent,
respectively (exhibit 3).

Private Health Insurance
Private health insurance spending accounted for
28 percent of total health care expenditures, or

Exhibit 6

National health expenditures (NHE) and health insurance enrollment, aggregate and per enrollee amounts, and annual growth, by source of funds, calendar
years 2014–20

2014a 2015 2016 2017 2018 2019 2020

Private health insurance

Expenditure (billions) $921.9 $975.6 $1,029.8 $1,079.1 $1,131.0 $1,165.6 $1,151.4
Expenditure growth 4.9% 5.8% 5.5% 4.8% 4.8% 3.1% −1.2%
Per enrollee expenditure $4,735 $4,871 $5,105 $5,340 $5,639 $5,770 $5,749
Per enrollee expenditure growth 2.9% 2.9% 4.8% 4.6% 5.6% 2.3% −0.4%
Enrollment (millions) 194.7 200.3 201.7 202.1 200.6 202.0 200.3
Enrollment growth 2.0% 2.9% 0.7% 0.2% −0.8% 0.7% −0.8%
Medicare

Expenditure (billions) $617.6 $647.9 $675.7 $704.8 $749.4 $801.4 $829.5
Expenditure growth 4.9% 4.9% 4.3% 4.3% 6.3% 6.9% 3.5%
Per enrollee expenditure $11,685 $11,934 $12,118 $12,328 $12,771 $13,309 $13,490
Per enrollee expenditure growth 1.8% 2.1% 1.5% 1.7% 3.6% 4.2% 1.4%
Enrollment (millions) 52.8 54.3 55.8 57.2 58.7 60.2 61.5
Enrollment growth 3.1% 2.7% 2.7% 2.5% 2.6% 2.6% 2.1%

Medicaid

Expenditure (billions) $498.2 $543.0 $564.9 $578.6 $596.4 $614.4 $671.2
Expenditure growth 12.0% 9.0% 4.0% 2.4% 3.1% 3.0% 9.2%
Per enrollee expenditure $7,462 $7,596 $7,690 $7,822 $8,126 $8,499 $8,836
Per enrollee expenditure growth −0.9% 1.8% 1.2% 1.7% 3.9% 4.6% 4.0%
Enrollment (millions) 66.8 71.5 73.5 74.0 73.4 72.3 76.0
Enrollment growth 13.0% 7.1% 2.7% 0.7% −0.8% −1.5% 5.1%

Uninsured and population

Uninsured (millions) 35.5 29.5 28.7 29.7 30.6 31.8 31.2
Uninsured growth −19.5% −17.0% −2.8% 3.7% 2.9% 3.8% −1.9%
Population (millions)b 318.1 320.4 322.8 324.8 326.5 328.0 329.1
Population growth 0.7% 0.7% 0.7% 0.6% 0.5% 0.5% 0.4%
Insured share of total population 88.8% 90.8% 91.1% 90.8% 90.6% 90.3% 90.5%

SOURCE Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group; and Department of Commerce, Census Bureau. 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. aAnnual growth, 2013–14. bEstimates reflect the
Census Bureau’s definition of resident-based population, which includes all people who usually reside in the fifty 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.
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$1.15 trillion, in 2020, decreasing by 1.2 percent
because of a decline in enrollment and lower
utilization as a result of the COVID-19 pandemic
(exhibits 3 and 6).
Total private health insurance spending for

medical goods and services declined 3.5 percent
in 2020 to $1.0 trillion (data not shown).
Pandemic-related reductions in health care use,
particularly for some elective procedures,12,13

along with economic shutdowns and moratoria
on certain procedures, led to declines in private
health insurance spending for hospital care
(−5.9 percent), physician and clinical services
(−2.6 percent), and dental services (−3.8 per-
cent) (data not shown).
The combination of the health insurance tax

(which was reinstated in 2020 after a moratori-
um in 2019) and a decline in private health in-
surance spending for most medical goods and
services resulted in an increase in the net cost
of insurance (the difference between revenues
received by private health insurers and the
amounts paid by private health insurers formed-
ical care incurred).14 Spendingattributable to the
net cost of insurance, which includes adminis-
trative costs, taxes, fees, changes in reserves, and
profits, increased by $21.6 billion in 2020 to
reach $151.1 billion, or a 13.1 percent share of
total private health insurance expenditures com-
pared with a share of 11.1 percent in 2019 (data
not shown).
Private health insurance enrollment fell by

1.7 million in 2020 as pandemic-related job
losses led to some people losing employer-spon-
sored health insurance coverage. This decrease
in the number of enrollees was partially offset
by an increase in enrollment in Marketplace
plans. Per enrollee private health insurance
spending decreased 0.4 percent in 2020 to
$5,749, after increasing 2.3 percent to $5,770 in
2019 (exhibit 6).

Medicare
Medicare spending accounted for 20 percent of
total national health care expenditures and
reached $829.5 billion in 2020. The growth rate
for total Medicare spending (for the fee-for-
service program and Medicare private plans
combined)was 3.5 percent in 2020, decelerating
from 6.9 percent in 2019 (exhibit 3).8 Medicare
per enrollee spending increased at a slower rate
in 2020 (1.4 percent) than in 2019 (4.2 percent)
(exhibit 6), driven by slower growth in expendi-
tures for such services as hospital care and phy-
sician and clinical services.
Medicare private plan spending (which ac-

counted for 45 percent of total Medicare expen-
ditures in 2020) increased 17.1 percent in 2020,
an acceleration from growth of 15.3 percent in
2019 (data not shown). Consisting mainly of
Medicare Advantage plans, Medicare private
plans experienced an enrollment increase of
9.5 percent in 2020—accelerating from a growth
rate of 7.7 percent in 2019—and represented
40 percent of total Medicare enrollment. Per
enrollee Medicare private plan spending in-
creased 6.9 percent in 2020—a relatively steady
growth rate compared with that of 7.0 percent
in 2019. In 2020, primarily on account of lower
utilization resulting from the COVID-19 pan-
demic, medical benefits paid for by Medicare
private plans were lower than had been estimat-
ed when plans submitted their premium bids in
mid-2019. Although some plans adjusted their
benefit packages—modifications that may have
included lower cost-sharing requirements15—the
amount of premiums used to pay for incurred
medical care was less than had been anticipated.
As a result, the plan’s net cost of insurance,
which includes administrative costs, taxes, fees,
changes in reserves, and profits, increased in
2020 (data not shown).16

As a share of total Medicare spending, fee-for-
service expenditures accounted for 55 percent in
2020, down from a share of 61 percent in 2019.
The decrease was fueled by a 5.5 percent decline
in expenditures for health care goods and
services—the first decline in such spending since
1999 (data not shown). Although spending for
most goods and services (with thenotable excep-
tion of nursing home care and other nondurable
medical products) decreased in 2020, the main
drivers in the traditional fee-for-service Medi-
care program were pronounced decreases in ex-
penditures for hospital care and physician and
clinical services, as the COVID-19 pandemic
led to reductions in utilization that can be attrib-
uted to beneficiaries delaying or forgoing non-
COVID-19-related care. In addition, the number
of fee-for-service beneficiaries declined 2.2 per-
cent in 2020 (after a smaller decrease of 0.2 per-

Health care
expenditures that
were financed by the
federal government
increased rapidly, at
36.0 percent in 2020.
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cent in 2019); per beneficiary fee-for-service
spending declined 3.2 percent in 2020 (data
not shown).

Medicaid
In2020Medicaid spendingaccounted for 16per-
cent of national health care expenditures and
reached $671.2 billion. Medicaid spending in-
creased 9.2 percent in 2020—its fastest rate of
growth since 2014 (the first year of expanded
coverage under the Affordable Care Act) and a
rate approximately three times faster than the
growth of 3.0 percent in 2019 (exhibit 3). The
faster growth in 2020 was influenced primarily
by increased enrollment (exhibit 6).
Medicaid hospital spending, which accounted

for a third of total Medicaid expenditures, in-
creased 6.7 percent in 2020 compared with
4.6 percent in 2019, driven in part by faster
growth in enrollment and increased Medicaid
supplemental payments to hospitals, inpatient
payments, and payments to mental health facili-
ties. Spending for the second largest category—
“other health, residential, and personal care
services”—also grew rapidly, accelerating from
1.5percent growth in2019 to9.0percent in2020
as a result of faster growth in expenditures for
home and community-based waiver services
(data not shown).
Medicaid enrollment is estimated to have in-

creased 5.1 percent in 2020. Total Medicaid per
enrollee spending growth decelerated slightly to
4.0 percent in 2020, down from 4.6 percent in
2019 (exhibit 6), whereas Medicaid per enrollee
growth for personal health care expenditures
slowed from 5.6 percent to 1.0 percent (data
not shown).
FederalMedicaid spending increased 18.8 per-

cent in 2020 after growth of 4.1 percent in 2019
(exhibit 2). The faster growth was largely attrib-
utable to a 6.2-percentage-point increase in the
federal medical assistance percentage that re-
sulted from the Families First Coronavirus Re-
sponse Act.9 Because of the increase in the
federal medical assistance percentage, along
with, to a lesserdegree, the recent increases from
Medicaid expansion (as Idaho, Nebraska, and
Utah expanded coverage), the federal share of
Medicaid spending was about 69 percent in
2020, the highest percentage in the history of
the Medicaid program (data not shown). After a
growthrateof 1.3percent in2019,Medicaid state
and local expenditures fell by 7.0percent in2020
(exhibit 3)—a decline that was also attributable
in part to the increase in the federal medical
assistance percentage.

Out-Of-Pocket Spending
Total out-of-pocket spending declined by 3.7 per-
cent in 2020 after an increase of 4.4 percent in
2019 (exhibit 3). This declinewas only the fourth
in thehistoryof theNationalHealthExpenditure
Accounts, and it was the first since the Great
Recession in 2009.
The decrease in out-of-pocket spending was

driven primarily by people’s responses to the
pandemic, as utilization for most goods and ser-
vices declined and there were little or no cost-
sharing requirements for COVID-19 testing and
treatment in 2020. In 2020 the largest decreases
in out-of-pocket spending were for hospital care
and dental services, with spending in each cate-
gory falling about 12 percent. In addition, retail
prescription drugs and physician and clinical
servicesalsoexperienceddeclines (of4.2percent
and 3.8 percent, respectively). Partially offset-
ting these decreases was a 5.8 percent increase
in expenditures for other nondurable medical
products such as over-the-counter medicines,
which represent the largest share of out-of-pock-
et spending, at 21 percent (data not shown).

Hospital Care
Hospital spending reached $1.3 trillion (a 31 per-
cent share of national health spending) and in-
creased 6.4 percent in 2020, a similar growth
rate to that of 6.3 percent in 2019 (exhibit 4).
Growth in2020reflected a substantial amountof
funding fromother federal programs (COVID-19
relief is included in this category) and faster in-
creases in Medicaid spending for hospital care
(with growth rates of 4.6 percent in 2019 and
6.7 percent in 2020) (data not shown). This
faster Medicaid spending growth was offset by
a decline in private health insurance expendi-
tures for hospital care (from an increase of
6.6 percent in 2019 to a decrease of 5.9 percent
in 2020), a decline in out-of-pocket spending for
hospital care (from an increase of 8.3 percent in
2019 to a decrease of 12.6 percent in 2020), and
slower growth in Medicare expenditures (from
5.8 percent in 2019 to 0.4 percent in 2020) (data
not shown).
Payments from other federal programs to hos-

pitals increased by $84.8 billion in 2020 (data
not shown); this category reflects COVID-19 re-
lief spending, with the largest contributor being
the Provider Relief Fund.
During 2020 many states decided to place a

moratorium on elective procedures to prevent
the spread of COVID-19, and many people may
have lowered their use of health care and inter-
acted less with the health care system.17 At the
same time, there was a limited supply of critical
carehospital equipment andcapacity indifferent
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areas around theUSonaccount of the pandemic,
and this shortage may have contributed to low-
ered admissions for nonemergency care.18,19 The
number of hospital inpatient days and dis-
chargesdecreasedby4.7percentand9.8percent,
respectively,20,21 and this lower utilization con-
tributed to the decline in private health insur-
ance and out-of-pocket spending for hospital
care in 2020.22

Hospital prices, as measured by the Producer
Price Index, increased by 3.2 percent in 2020
compared with 2.0 percent in 2019.23

Physician And Clinical Services
Spending for physician and clinical services in-
creased 5.4 percent in 2020; it reached $809.5
billion, representing 20 percent of total health
care expenditures. This increase followed
growth of 4.2 percent in 2019 (exhibit 4). The
substantial growth in funding from federal pro-
grams that provided COVID-19 relief (Paycheck
Protection Program loans and the Provider Re-
lief Fund) was the main reason for faster growth
in 2020. In addition, spending was bolstered by
strong growth in expenditures for independent-
ly billing laboratories resulting from COVID-19-
related testing; in the National Health Expendi-
ture Accounts, these expenditures are classified
within the physician services category.24

Although total physician and clinical services
spending growth accelerated, both Medicare
and Medicaid expenditure growth for physician
and clinical services slowed in 2020. Medicare
spending increased 0.5 percent, down from
8.9 percent in 2019, with the deceleration driven
by adecline in fee-for-service expenditures.Med-
icaid spending grew 4.0 percent in 2020 after
increasing 6.5 percent in 2019. The slower ex-
penditure growth for Medicaid physician and
clinical services was also driven by decreased
fee-for-service spending, including expenditures
for federally qualified health centers that de-

clined in 2020 after rapid growth in 2019. For
private health insurance, spending for physician
and clinical services declined for the first time
since 2013, decreasing 2.6 percent in 2020 after
an increase of 2.6 percent in 2019 (data not
shown).

Retail Prescription Drugs
Retail prescription drug spending reached
$348.4 billion in 2020 (constituting 8 percent
of total health care expenditures) and increased
3.0 percent, which was slower growth than the
rate of 4.3 percent seen in 2019 (exhibit 4).
COVID-19 had less of an impact on prescription
drug spending and use than onmedical services,
with spending for new prescriptions partially
affected by fewer doctor visits during the pan-
demic and with spending for refills less so.25 The
slowdown in spendinggrowth for retail prescrip-
tion drugs in 2020 was primarily a result of a
4.2 percent decline in out-of-pocket spending on
these drugs (data not shown), which resulted
from slower growth in overall utilization and an
increased use of coupons, which lower point-of-
sale expenditures for consumers.25 Furthermore,
even as new drugs were launched in 2020, ex-
penditure growth on new brand-name drugs de-
celerated in part because of the pandemic’s
impact on visits to physicians’ offices and a de-
creased opportunity to prescribe newproducts.25

Growth in utilization, as measured by the
number of prescriptions dispensed (based on a
thirty-day supply), slowed in 2020 to 1.7 percent
from a rate of 2.3 percent in 2019.25 Also contrib-
uting to the slowdown in overall prescription
drug spending growth was a decline in prices
for the third consecutive year; in 2020 prices
for prescription drugs declined 0.1 percent after
decreases of 0.4 percent in 2019 and 1.0 percent
in 2018.26 This occurred as retail prescription
drug prices declined for generic drugs and as
price growth slowed for brand-name drugs.27

The generic dispensing rate continued to in-
crease in 2020, reaching 86.6 percent compared
with 86.4 percent in 2019.28

The largest payers of retail prescription drug
spending—private health insurance, Medicare,
and out-of-pocket spending—experienced slower
growth or declining expenditures in 2020. Pri-
vate health insurance spending, which repre-
sented the largest share of prescription drug ex-
penditures (40 percent), increased 2.3 percent
in 2020—a slightly lower rate than the growth of
2.9 percent in 2019. Medicare, the second-larg-
est payer at 32 percent, also experienced slower
spending growth, with expenditures for retail
prescription drugs increasing by 5.1 percent in
2020 after growth of 7.5 percent in 2019. Out-of-

The story that
unfolded in 2020 and
continues today is
unlike anything that
has happened in the
past 100 years.
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pocket spending accounted for a 13 percent
share of total retail prescription drug expendi-
tures in 2020, declined 4.2 percent, and had a
significant influence on the overall trend (data
not shown).

Conclusion
The year 2020will always be remembered for the
dramatic impact that COVID-19 had on nearly
every aspect of life, including the heath care sec-
tor and the overall economy. The substantial in-
crease in national health expenditures, with a
growth rate of 9.7 percent in 2020,was the result
of an unprecedented government response to
the global pandemic through increased funding
for programs such as the Paycheck Protection
Programand the ProviderRelief Fund, increased
public health spending, and strong growth in
federal Medicaid payments. The pandemic’s
impact on the overall economy was dramatic,
causing the GDP to decline by 2.2 percent and

contributing to the largest jump in the health
spending share of GDP in the sixty-one-year
history of the National Health Expenditure Ac-
counts.
Although the specific impact of the pandemic

on health expenditures in 2021 is still unknown
because of incomplete data, there will likely be
notable effects from the widespread vaccination
efforts that began in the spring of 2021 and from
the emergence of the Delta variant in the sum-
mer of 2021, including the variant’s influence on
cases and hospitalizations. Uncertainty remains
regarding how the pandemic may evolve during
the winter months (given the emergence of the
Omicron variant in late fall 2021), whether the
pandemic plays a significant role in 2022 and
beyond, and whether there are other factors that
might affect future health care consumption de-
cisions.We do know, however, that the story that
unfolded in 2020 and continues today is unlike
anything that has happened in the past 100
years. ▪
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