
Why Rising Hospital Costs Matter 
for Health Care Affordability  
in California

California has set targets on how fast health care costs grow. These health care cost  
targets are set by the Office of Health Care Affordability (OHCA)—and apply to hospitals, health plans, 
and providers. They are designed to slow rising costs and make care more affordable for Californians. 

Beginning in 2025–26, health care spending statewide under the targets must be contained to  
no more than 3.5% per year, with the target gradually tightening to 3% by 2029. 

A recent study by the University of Chicago shows that cost increases at many California hospitals are  
far above these limits, raising serious concerns about whether the state can meet its affordability goals.

Why This Matters for Californians
Hospital costs are a major driver of health plan premiums, out-of-pocket costs, and taxpayer spending. Hospital costs are growing faster 
than the OHCA health care spending targets and at the same time, health care has become less affordable for families and individuals.

As OHCA implements and enforces California’s cost targets, this study shows why addressing hospital costs must be a key factor in 
efforts to ensure health care is affordable for all Californians.

About the Study
This study analyzed publicly available data from 368 California hospitals, comparing hospital costs from 2016–2017 and 2022–2023. 
Researchers examined how fast hospital costs grew and how much those increases varied across the state.

Extreme cost increases raise  
red flags for affordability
According to the study’s parameters, one  
hospital’s costs increased by 771% between  
2017 and 2023. Increases of this magnitude 
are incompatible with OHCA’s cost targets and 
highlight the need for change.

Northern California hospitals 
saw the highest growth
Hospitals in Northern California averaged 
18% cost growth, higher than other 
regions. Regional trends like this may 
require targeted oversight to protect 
affordability statewide.

For-profit and public  
hospitals had the  
fastest growth
For-profit hospitals had a  
median cost growth of 19%, 
followed closely by public  
hospitals at 18%.

Wide variation  
shows cost growth  
is unpredictable
The average hospital cost 
growth was 15%, but 
some hospitals’ costs grew 
far faster than others.

Hospital cost 
growth high
20 hospitals increased costs 
by more than 80% over 
the study period. Under 
OHCA’s cost targets, annual  
growth is supposed to stay 
below 3.5%, and even lower  
for high-cost hospitals. Cost 
increases of this size are 
well outside what the state 
considers affordable.
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https://www.calhealthplans.org/wp-content/uploads/2026/04/ACLHIC-CA-Hospital-Cost-Analysis-by-Sector_Final-Report_September-2025.pdf

