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Two National Studies Tell the Same Story: Rising Premiums
Are Driven by the underlying costs of health care spending.

Two recent studies, one by Health Affairs and the Centers for Medicare and Medicaid Services (CMS) on National Health Care Expenditures
Projections and another conducted by Yale researches and published in the JAMA Health Forum, reinforce a clear affordability message:
health plan premiums rise when the underlying cost of health care rises.

The studies suggest that efforts to improve affordability should focus on the underlying drivers of health care spending, including hospital
and prescription drug costs. The studies also make it clear that this is not simply a matter of health plans independently increasing
premiums: the JAMA study found insurer markups fell from 18.6% of premiums in 2011 to 14.9% in 2024, while underlying health
care spending accounted for 91% of premium growth. In other words, most premium increases over the past decade were driven
by rising health care costs rather than growth in insurer margins.

Although California’s Office of Health Care Affordability (OHCA) uses California-specific data to measure spending growth, these national
trends underscore the importance of addressing the underlying drivers of health care premiums. These findings are particularly relevant as
OHCA continues developing spending target enforcement policies and evaluating the factors that contribute to spending growth across
California’s health care system.

I Hospital care remains the largest health spending category nationally, with hospital spending projected to grow by

8.2% in 2025.
M Retail prescription drug spending grew 1 1% in 2025.

¥ From 2025-2034, retail prescription drug spending is projected to be the fastest-growing major spending category at
5.7% per year on average, while hospital spending is projected to grow 5.2% per year on average.

M National health spending is projected to reach nearly $9 trillion and 20.6% of the economy by 2034.

W National health spending is projected to grow 7.3% in 2025 and 6.3% in 2026.

M Growth in underlying health care spending accounted for 91% of premium growth from 2011 to 2024.
M Mean premiums rose 7 8.4%, from 2011 to 2024.

M Health care spending rose 84.2%, over the same period.

M Insurer markups declined from 18.6% of premiums in 2011 to 14.9% in 2024,

If California wants to slow premium growth and meet its affordability goals, policymakers must focus on the
underlying drivers of health care spending. These studies reinforce that growth in hospital and prescription drug costs ultimately

flows through to the premiums paid by consumers, employers, and purchasers.
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