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Healthcare Expenditure
	The tradeoffs needed to finance the expenditure of healthcare have been facing adverse challenges for both the public and the private sectors. For the private payers, it is noted that the speed of their spending rise may limit the size, enrolment and the overall scope of health reportage. In the process of the government expenditure, the speedy pace of the healthcare sector sparks both long-term and short-term financial issues while compulsory spending increases faster than the discriminatory spending. Literature, therefore, aims to discuss the disparities between marginal growth in health spending and the GDP, State, Federal outlays and local government expenditures. 
1. From an economic perspective, explain why health care spending cannot grow greater than overall growth in the economy for an extended period of time without adverse consequences.
[bookmark: _GoBack]	The rapid growth of health spending is usually faster than the overall GDP for an extended period of time. Health spending is considered to be higher at the margin compared to the health spending portion of the GDP. This implies that spending in healthcare cannot and will not grow more than the economy. This is because the marginal association of health spending triggers the average share over time. For instance, in 1960 the health margin share in the US was at 5.2% but the margin faced a rapid increase, and by 2004 it was estimated at 16%. Another reason that makes healthcare spending not to grow greater than overall growth in the economy over time is the failure of the society to adjust its health preferences during the expansionary times. This prompts health expenditures to consume nearly all the real marginal growth for a certain period of time. 
	In adverse scenarios, welfare can increase growth even if health expenditure falls. This is true because the benefits that accrue from overspending on healthcare are always higher than the losses incurred in the consumption of other products. For example, Medicare spending growth is believed to have increased up to 5.9% in 2018, which is an increase from 4.2% growth in 2017. The same increase projection is expected in 2019 where Medicare spending is approximated to hit 7.1% in relation to a higher fee for service payment plan rates. US National Library of Medicine (2019), argue that by 2020-2027 the Medicare spending projection is expected to grow by 7.6% yearly. 
a. Identify what economic constraints overall and in the healthcare, industry will occur if this happens.
	If healthcare spending happens to grow at the same level as the economy, it will lead to exuberant economic struggles. The situation will lead to an increased sensitive choice which in turn can force the society to change the economical dispersion of the onus to be settled. The GDP may be spending at 20-40 percent and all else being the same, society will be denied access to quality healthcare. In the times of tightened budgets, the States will be compelled to scrutinize their expenditures and this may make the states to switch to federally matched payment programs. This will be essential in shifting the payment burden to the Federal Government. The outcome of such an approach may lead to effect reduction of local and the state share of outlays. For instance, in 1991, the US faced a recession period, and the states were compelled to provide health services that were nearly affordable to the states. 
	Another economical constraint that can result from the equal share of healthcare expenditure to that of the economy is that the states may be unable to scale down the benefits as quickly as needed. The adverse effect of this will be a huge strain on their budgets, and the states may be compelled to postpone the recession to fruition. 
2. Identify TWO Economic concepts that can be used to evaluate the trade-off between health care and other economic goods and services. In doing this:
•	Define the economic concept completely
•	Apply the economic concept to the current issue of rising health care spending and trade-offs
Healthcare has always been regarded as an economic activity since numerous people invest both time and resources in it and then trade for it with one another. It, therefore, goes without saying that healthcare is amenable to economic analysis. It understands the demand for healthcare, its supply, its value and the existing interrelationship with the economy. Consequentially, the study of the applicable economic concepts between healthcare and the economy, in general, becomes a prudent practice. The concept of opportunity cost is a significant concept that draws a clear correlation between the economy and the healthcare sector. Opportunity cost refers to the value sacrificed through forgoing the alternatives that may have been pursued using the same resources invested in healthcare (CNS.gov. 2019). 
The concept applies that when the value given to any alternative is below the value of the current service, then it implies that the current one much more efficient than the alternative. However, when the value of some alternative is higher than the current service, then the current service is inefficient. The concept is applicable in the current healthcare expenditure because if the focus is directed towards the options of getting the alternative health benefit more cheaply, for, given dollars invested in the healthcare sector, the issue of cost-effectiveness will emerge. So, question whether the dollars spent on a certain portion of healthcare match the benefits realized. This is determined by evaluating whether this money was spent elsewhere would produce much more than just healthier of longer lives. 
 Another economic concept is the risk-benefit analysis concept. This concept allows economists to compare the chances of danger displayed by execution of a particular course concerning its possible benefits. If there is another procedure that can yield the same benefits with less risk, then the later can be preferred. It is not easy economically to determine the intensity of the healthcare risks because the involved risks may be of varied dimensions. One risk may be of chronic pain and the other of paralysis. According to U.S. National Library of Medicine (2019), one procedure may harbor fewer risks but promise limited health benefits.
	Evaluate the unique characteristics of health care that complicate this analysis.
	Physician and clinical services spending characteristics are responsible for the complication being faced in the medical sector. The services rendered by physicians are projected to have increased at 4.9% in 2018 from 4.2% in 2017. This faster spending growth projects in price growth acceleration in the prices of services offered (CNS.gov, 2019). In 2019 the projection for growth in physician and clinical services is estimated to increase to 5.4%. The rapid increase in the price of the services provided by the physicians in the United States can be related to increased demand for quality healthcare from the aging population. 
	Another characteristic that has impacted the complication in the medical sector analysis is the growth in drug prescription. The growth in drug prescription has grown from 0.4% in 2017 to 3.3% in 2018. This trend is expected to increase by 1.5% in 2019. Prescription drug spending growth can be related to the current increase introduction of new drugs. 
	In summation, the United States is facing many challenges in tradeoffs as the expenditure on health continues to outshine the pace at which the economy is growing. The same case applies to government budgets. This means that to accomplish the envisioned healthcare spending spree of 20% the US communities should be ready to incur between 20% to 40% of nominal GDP increase. However, as the resources allocated for health care increases, the same way the marginal costs and opportunity cost that result in foregoing other crucial goods and services in the economy.















References
CNS.gov. (2019). Center for Medicare and Medicaid Services. Retrieved from https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/NationalHealthAccountsProjected.html 
Economics: Theory Through Applications. (2019). Retrieved from https://saylordotorg.github.io/text_economics-theory-through-applications/ 
[bookmark: _Hlk2340843][bookmark: _Hlk2357676]National Health Expenditures 2017 Highlights. (2019). Retrieved from https://www.cms.gov/research-statistics-data-and-systems/statistics-trends-and-reports/nationalhealthexpenddata/downloads/highlights.pdf 
[bookmark: _Hlk2340929][bookmark: _Hlk2357757]U.S. National Library of Medicine. (2019). Health Economics Information Resources: A Self-Study Course. Retrieved from https://www.nlm.nih.gov/nichsr/edu/healthecon/key.html 
