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Source: Historical Gallagher Actuarial Trends Forecasts (2016-2024); Gallagher’s U.S. Healthcare Carrier Trend Survey (February 2025)

Source: PwC Medical cost trend: Behind the numbers 2025
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▪ Nearly all major hospital 

systems have 

renegotiated carrier 

contracts since 2022, with 

average rate increases of 

8 – 12% and multi-year 

escalators averaging 3 – 

5% locked in beyond 2026

▪ Labor cost surges and 

supply chain pressures 

have been cited as 

primary drivers

▪ Pre-COVID negotiation 

cycle averages 2 – 4% 

increases

▪ Rise in private practices 

being sold to hospital 

systems or private equity 

groups, resulting in 

consolidation of 

negotiation power

Major Drivers

▪ IDR process has generated 

~$5B in additional costs1 

between 2022 and 2024, 

including admin expenses 

and additional payments to 

providers

▪ IDR resolution can result in 

provider payments higher 

than median in-network 

rates

▪ Private-equity backed 

organizations leveraging 

process to increase provider 

payments

▪ Increased administrative 

strain and ineligible disputes 

clogging the system, 

leading to wasteful 

spending

▪ Expanded GLP-1 

indications are driving 

pharmacy spend sharply 

upward, with GLP-1 drug 

class costs projected to 

have grown 25%+ in 

2025

▪ Gene therapy pipeline 

expansion is adding 

inflationary pressure as 

new therapies enter the 

market with prices that 

can exceed $2M per 

course

▪ Increased development 

costs—driven by 

increased R&D, shipping 

cost escalation, and the 

shift toward complex 

therapies—are 

contributing to sustained 

inflation

Baseline Cost Increase
Internal Dispute 

Resolution
Rx Inflationary Factors

▪ Enhanced ACA subsidies 

ending increased 

premiums, leading to 

healthy risk dropping 

coverage and more 

expensive risk pool. 

Insurers may offset 

increased costs from the 

employer market

▪ Tariffs increased the cost 

of imported equipment 

and supplies, raising unit-

cost inflation and 

exacerbating 

supply-chain–driven 

shortages

▪ Reduced or stagnant 

Medicare reimbursement 

rates forced hospitals to 

negotiate higher 

commercial payment 

rates to offset revenue 

shortfalls

Regulatory Pressures

CONFIDENTIAL AND PROPRIETARY
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