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2026 Healthcare Cost Increases

Healthcare organizations entering 2026 face an
unprecedented convergence of cost pressures across
virtually every segment of the insurance market. From
employer-sponsored plans to individual marketplace
coverage, the healthcare financial landscape is shifting in
ways that will fundamentally reshape strategic planning
and operational budgeting for the foreseeable future. This
Health Capital Topics article discusses the projected
healthcare cost increases for 2026 and implications for
healthcare organizations navigating this challenging
environment.

Global Trends Signal Persistent Inflation

Willis Towers Watson’s (WTW) 2026 Global Medical
Trends report projects that global health insurance costs
will rise by 10.3% in 2026, following increases of 10%
in 2025 and 9.5% in 2024." This marks a sustained period
of elevated healthcare inflation that shows no signs of
abating. For U.S. healthcare organizations, the projected
cost increase is 9.6% for 2026, which represents a slight
decrease from 9.7% in 2025 but remains substantially
higher than the 7.6% increase experienced in 2024.2

The WTW survey, which gathered responses from 346
leading health insurers across 82 countries, reveals a
sobering consensus about the durability of these trends.?
More than half of insurers expecting higher trends
anticipate these elevated levels will persist for more than
three years, driven by structural factors that transcend
temporary market disruptions.*

Three-quarters of insurers identified new medical
technologies as the primary driver of medical cost
inflation, followed by the decline of public health
systems at 52% and advancements in pharmaceuticals at
49%.° These findings underscore a fundamental shift in
the cost equation: innovation in healthcare delivery and
treatment, while clinically beneficial, carries substantial
financial consequences that the market has yet to fully
absorb.

From a disease perspective, cancer emerged as the
leading condition driving medical costs in every global
region, with 57% of insurers naming it as the fastest
growing and most expensive diagnosis.® Particularly
concerning for long-term cost projections, 75% of
insurers observed an increase in cancer incidence among
individuals under age 40, suggesting that demographic
assumptions underlying many cost models may require
revision.’
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ACA Marketplace Faces Dramatic
Premium Increases

The individual insurance marketplace confronts perhaps
the most acute cost pressures heading into 2026,
exacerbated by the scheduled expiration of enhanced
premium tax credits on January 1, 2026. Kaiser Family
Foundation (KFF) analysis projects that premiums for
Affordable Care Act (ACA) coverage will increase 26%
on average in 2026, representing one of the largest jumps
since these plans debuted more than a decade ago.®

The magnitude of this increase becomes more striking
when examining its impact on subsidized enrollees. If
Congress does not extend enhanced premium tax credits
(which probability is increasingly unlikely®), subsidized
enrollees would experience a 114% increase in their
annual premium payments, rising from an average of
$888 in 2025 to $1,904 in 2026.'"° This dramatic
escalation reflects both underlying premium growth and
the withdrawal of temporary subsidy enhancements that
have been in place since 2021.

The human toll of these increases extends beyond
individual affordability concerns. The Congressional
Budget Office (CBO) estimates that the uninsured
population would increase by 2.2 million in 2026 without
an extension of enhanced subsidies.!! For healthcare
organizations, this projected surge in uninsured patients
portends increased uncompensated care burdens while
operational margins face pressure from other cost
escalations.

The dynamics driving ACA marketplace premium
increases extend beyond simple subsidy mechanics.
Based on CBO estimates, the expiration of enhanced
subsidies is likely to push up pre-subsidy premiums by
approximately 5% as healthier enrollees drop coverage
and the remaining risk pool becomes sicker on average.'”
This adverse selection spiral represents a structural
challenge that will likely persist regardless of subsidy
policy decisions.

State-level variation adds additional complexity to
marketplace dynamics. In states like New Jersey,
premiums are projected to increase by more than 174%
on average due to the combined effect of subsidy
expiration and insurer rate increases, creating regional
pockets of severe access challenges that may drive
increased emergency department utilization and demand
for charity care.!?
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Employer-Sponsored Coverage Experiences
Historic Increases

The employer-sponsored insurance market, which covers
approximately 154 million Americans under age 65,
faces cost increases of historic proportions. Mercer’s
2025 National Survey of Employer-Sponsored Health
Plans projects that total health benefit cost per employee
will rise 6.5% on average in 2026, representing the
highest increase since 2010.'* Employers estimated that
plan costs would increase by nearly 9% on average if they
took no action to lower costs, underscoring the degree to
which anticipated increases reflect substantial employer
cost-mitigation efforts.!

The Business Group on Health’s 2026 Employer Health
Care Strategy Survey of 121 large employers found that
companies predict healthcare cost increases for 2026 will
reach a median of 9%, which employers will manage
down to 7.6% through plan design changes.'® This
pattern of aggressive cost management through benefit
modifications carries significant implications for patient
financial responsibility and access to care. The survey
found that 59% of employers will make cost-cutting
changes to their plans in 2026, up from 48% making
changes in 2025 and 44% in 2024.!7 These modifications
generally involve raising deductibles and other cost-
sharing provisions, effectively shifting a greater portion
of healthcare costs directly to patients. For healthcare
organizations, this shift may manifest as increased
difficulties with patient collections and higher rates of
unpaid balances as patients struggle with elevated out-of-
pocket expenses.

Key Cost Drivers Across Market Segments

Several common factors emerge as primary drivers of
cost increases across both employer-sponsored and
individual market coverage. Cancer has been identified
as the top condition driving employer healthcare costs for
the fourth consecutive year, exacerbated by growing
prevalence of diagnoses and escalating treatment costs.'®
The oncology cost trend represents a multifaceted
challenge combining increased screening and early
detection, novel therapeutic modalities including
immunotherapies and targeted treatments, and an aging
patient population with complex comorbidities.

Pharmaceutical costs, particularly glucagon-like peptide-
1 (GLP-1) medications used for diabetes and weight
management, represent another major cost driver. In
2024, nearly a quarter of all employer healthcare
spending went to pharmacy expenses, with employers
forecasting an 11-12% increase in pharmacy costs for
2026." The rapid adoption of GLP-1 therapies for
obesity management has outpaced virtually all utilization
projections, creating budget pressures that employers
find difficult to manage through traditional benefit design
modifications.
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Mental health services utilization has emerged as an
additional cost driver with long-term implications. 73%
of employers reported an increase in mental health and
substance use disorder services, while another 17%
anticipate a future increase.”’ This sustained growth in
behavioral health utilization reflects both improved
access to care and genuine increases in clinical need
following the COVID pandemic’s mental health impact.

Implications for Healthcare Organizations

The convergence of these cost trends creates a complex
operating environment for healthcare organizations in
2026 and beyond. The projected surge in uninsured
patients resulting from ACA subsidy expiration may
directly impact hospital balance sheets through increased
uncompensated care.

The shift toward higher patient cost-sharing in employer-
sponsored plans may necessitate enhanced revenue cycle
capabilities. Organizations may face challenges related to
point-of-service  collection  processes,  financial
counseling resources, and charity care policies as patient
financial responsibility increases.

Provider reimbursement negotiations with commercial
payors will likely intensify as both health plans and
employers seek to moderate cost increases.
Organizations may encounter more aggressive utilization
management, narrower network designs, and increased
pressure to demonstrate value through quality metrics
and cost-efficiency measures.

The pharmaceutical cost trajectory, particularly for
specialty medications and GLP-1 therapies, suggests that
pharmacy benefit design will continue evolving.
Healthcare organizations with integrated pharmacy
operations or significant 340B program participation may
need to monitor formulary restrictions, prior
authorization requirements, and site-of-care optimization
strategies that payors may deploy to manage drug
spending.

Conclusion

The 2026 projected healthcare cost landscape represents
a significant inflection point characterized by the
persistence of elevated trend rates across all major
coverage segments, the potential disruption of ACA
marketplace subsidies, and the highest employer-
sponsored insurance increases in 15 years. For healthcare

organizations, these dynamics demand proactive
strategic planning addressing uncompensated care
exposure, revenue cycle optimization, value
demonstration, and operational efficiency. The

organizations that successfully navigate this environment
will be those that move beyond reactive cost management
to develop comprehensive strategies addressing the
structural drivers of healthcare cost inflation while
maintaining their commitment to access and quality of
care.

(Continued on next page)
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