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How Would Authorizing

Medicare to Cover

Anti-Obesity Medications

Affect the Federal Budget?

edicare beneficiaries who are overweight or
who have the medical condition of obesity are
more likely to have worse health outcomes
and higher health care expenditures than
beneficiaries in the healthy weight category. Among adults
enrolled in randomized controlled trials, treatment with
certain anti-obesity medications (AOMs) has been shown
to lead to significant weight loss and improved health when
recipients use the drugs consistently and at the prescribed
time intervals. Those drugs include glucagon-like peptide 1
(GLP-1) receptor agonists, which were originally approved
to treat diabetes.

The Medicare program covers some obesity-related
services, including screening, behavioral counseling, and
bariatric surgery (a procedure performed on the stomach
or intestines to induce weight loss). It is prohibited by
law from covering medications for weight management as
part of the standard prescription drug benefit. Medicare
covers GLP-1-based products only for beneficiaries who
use them for medically accepted indications other than
weight management. Currently, those accepted indica-
tions are diabetes and cardiovascular disease. Policymakers
have introduced legislation to authorize Medicare to cover
those medications more broadly.

In this report, the Congressional Budget Office esti-
mates the budgetary effects of an illustrative policy that
would authorize Medicare to cover AOMs starting in
January 2026. The policy would apply to all beneficiaries
with obesity, as well as certain beneficiaries who are classi-
fied as overweight. Adoption of such a policy would have
these effects, in CBO’s estimation:

® Federal Budgetary Cost. Authorizing coverage of
AOM:s in Medicare would increase federal spending,
on net, by about $35 billion from 2026 to 2034. Total

direct federal costs of covering AOMs would increase
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from $1.6 billion in 2026 to $7.1 billion in 2034.
Relative to the direct costs of the medications, total
savings from beneficiaries’ improved health would be
small—less than $50 million in 2026 and rising to
$1.0 billion in 2034.

® Cost and Savings per User. Weight loss is associated
with reductions in health-related spending per user
that are less than the estimated federal cost per user of
covering AOMs throughout the 2026-2034 period.
Per AOM user, the average direct federal cost would
be roughly $5,600 in 2026, decreasing to $4,300 in
2034. And average offsetting federal savings would be
about $50 in 2026, reaching $650 in 2034.

» Eligibility and Take-up. Over 12.5 million Medicare
beneficiaries would newly qualify for AOMs in
2026 under the illustrative policy; 0.3 million, or
2 percent of the newly eligible population, would
use an AOM in 2026. Despite growth in Medicare
enrollment from 2026 to 2034, the number of newly
qualified beneficiaries would fall to 11.9 million in
2034 as those drugs were approved to treat additional
conditions under current law. In that year, about
1.6 million (or 14 percent) of the newly eligible
beneficiaries would use an AOM.

Beyond 2034, the policy’s net federal costs to the
Medicare program would probably be lower on a per-
user basis than in the first decade for two reasons. CBO
expects that the cost of the drugs will fall over time and
that the savings from improved health will grow over
time. Nevertheless, the policy would still increase federal
spending between 2026 and 2044.

The budgetary effects of authorizing AOM coverage
in Medicare are highly uncertain. Estimates of costs
and take-up rates are sensitive to the rapidly evolving

Notes: Unless this report indicates otherwise, all years referred to are federal fiscal years, which run from October 1to September 30 and are designated by the
calendar year in which they end. Estimates of the Medicare population reflect the average number of monthly beneficiaries during a fiscal year. Numbers in the

text and tables may not sum to totals because of rounding.
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Table 1.

Share of Medicare Beneficiaries With and Without Diabetes and With Certain Other
Chronic Conditions, by Category of Body Mass Index, 2021

Percent
Share with weight-related chronic
Share of Medicare Share with Share without conditions among beneficiaries

Category population type 2 diabetes  type 2 diabetes without type 2 diabetes®
Underweight (BMI below 18.5) 2 8 92 72

Normal weight (BMI from 18.5 to less than 25) 29 9 91 76

Overweight (BMI from 25 to less than 30) 35 16 84 83

Obesity (BMI of 30 or more) 34 28 72 87

Data source: Congressional Budget Office, using data from the 2021 Medicare Current Beneficiary Survey. See www.cbo.gov/publication/60441#data.
BMI = body mass index (a measure of body fat based on a person’s height and weight).

a. Defined as ever having one or more of the following: hardening of the arteries, hypertension, a heart attack, angina pectoris or coronary heart disease, congestive
heart failure, other heart conditions (for example, valve- or rhythm-related conditions), a stroke, high cholesterol, or certain types of cancer. Although other

chronic conditions are associated with excess weight and obesity (such as fatty liver diseases), those are not included in the survey’s questionnaire.

evidence on the eligibility, use, price, and clinical benefits
associated with those medications. Those factors are also
sensitive to the scope of the policy, including who in the
Medicare population would become eligible for treat-
ment with AOMs.

Obesity Among Medicare
Beneficiaries

Obesity is a common chronic disease among Medicare
beneficiaries, and it is associated with adverse health
effects and higher costs to Medicare, which are paid by
the federal government and by beneficiaries through
premiums and cost sharing. (Beneficiaries can obtain
supplemental coverage—including federally subsidized
coverage—for some or all of their costs.)

Prevalence of Obesity and Chronic Conditions
More than two-thirds of Medicare beneficiaries are
classified as either obese or overweight, according to their
body mass index, or BMI. (BMI is a measure of body fat
based on height and weight; it is calculated by dividing
a person’s weight in kilograms by the square of their
height in meters.)" In calendar year 2021, 34 percent

of Medicare beneficiaries had a BMI of 30 or greater,
placing them in the obesity category (see Table 1). An
additional 35 percent of Medicare beneficiaries were
classified as overweight, meaning they had a BMI of 25
to less than 30.2

Excess weight is associated with several chronic con-
ditions. The prevalence of type 2 diabetes increases

with higher BMI, for example. In calendar year 2021,
16 percent of Medicare beneficiaries classified as over-
weight and 28 percent of beneficiaries with obesity had
type 2 diabetes. Even among Medicare beneficiaries
without type 2 diabetes, higher BMIs were associated
with a greater prevalence of weight-related comorbid-
ities (which are diseases or medical conditions that are
simultaneously present in a patient). Among Medicare
beneficiaries classified as overweight and without type 2
diabetes, 83 percent had weight-related chronic con-
ditions (including different types of cancers and heart
conditions). Among beneficiaries with obesity and
without type 2 diabetes, 87 percent had at least one
weight-related chronic condition.?

Association Between BMI and Health Care
Spending

Body mass indexes are often grouped into four catego-
ries: underweight, normal weight, overweight, and obe-
sity. The last category—obesity—can also be classified
according to its severity: class I, low risk; class II, moder-
ate risk; and class III, high risk. On average, health care
spending for Medicare beneficiaries with obesity exceeds
spending for people without obesity (see Figure 1).
Among the three subcategories of obesity, differences

in spending are larger for people with higher BMI. For
example, average health care spending is considerably
greater for people with a BMI of 40 or above (obesity
class I1I) than for people with a BMI of 30 to less than
35 (obesity class I).* In this analysis, health care spending
includes spending by Medicare and by other payers.


http://www.cbo.gov/publication/60441#data
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Figure 1.

Average Annual Health Care Spending per Person Among Medicare Beneficiaries,

by Body Mass Index, 2015 to 2019

Thousands of 2019 dollars
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Data source: Congressional Budget Office, using data from the Medicare Current Beneficiary Survey for selected years (2015 to 2019). See www.cho.gov/

publication/60441#data.

BMI is a measure of a person’s body fat based on height and weight. The bars shown apply to all people with a given BMI, including people of various height and
weight combinations, even though this graphic, for illustrative purposes, shows the body weight for a person of a certain height.

Obesity can be classified according to its severity: class I, low risk; class Il, moderate risk; and class Ill, high risk.

To increase the precision of the estimates shown here, CBO pooled data from several years of the survey. The share of Medicare beneficiaries in each BMI
category in this figure differs slightly from the values shown in Table 1, which are based on analysis of only the 2021 Medicare Current Beneficiary Survey.

BMI = body mass index.

That observed relationship between spending and BMI at
a point in time does not necessarily imply that health care
spending would decrease if a Medicare enrollee with obe-
sity lost weight, however. Estimating the budgetary effects
of weight loss by comparing health care spending among
people at a single point in time is potentially misleading
for two reasons. First, it is uncertain whether weight alone
causes the differences in average health care spending for
people in various BMI categories. Differences among
people in health risks and behavior can persist even after
weight loss. Second, the extent to which the adverse health
effects associated with excess weight are reversible through
weight loss is also uncertain. Ascertaining the direct effects
of weight loss on spending for health care services requires
a different type of analysis.

Recent Innovations in AOMs and
Coverage of Those Drugs in Medicare
Under Current Law

GLP-1-based medications have recently been approved
for weight management in a targeted population, and
sales of those products have increased rapidly since 2021.
Under current law, Medicare is prohibited from covering
AOMs as part of the standard prescription drug benefit.
Policymakers have considered lifting that prohibition,
however, and have introduced legislation that would
newly authorize Medicare to cover those medications.

Recent Innovations in AOMs

Prescription medications for weight management have
been available for over a decade (see Table 2). Certain
AOMs, originally approved to treat type 2 diabetes, have


http://www.cbo.gov/publication/60441#data
http://www.cbo.gov/publication/60441#data

4  HOW WOULD AUTHORIZING MEDICARE TO COVER ANTI-OBESITY MEDICATIONS AFFECT THE FEDERAL BUDGET?

OCTOBER 2024

Table 2.

Selected Prescription Medications Currently Approved and Marketed for Weight Management

FDA approval date for

Type 2 diabetes medication with same molecule

Molecule Medication weight management and FDA approval date for type 2 diabetes
GLP-1-based products

Liraglutide Saxenda December 2014 Victoza; January 2010
Semaglutide Wegovy? June 2021 Ozempic; December 2017
Tirzepatide Zepbound November 2023 Mounjaro; May 2022

Other weight-loss medications
Orlistat® Xenical April 1999 n.a.
Phentermine/Topiramate Qsymia July 2012 n.a.
Bupropion/Naltrexone Contrave September 2014 n.a.

Data source: Congressional Budget Office, using information from the Food and Drug Administration. See www.cbo.gov/publication/60441#data.

The approval date for weight management indications applies to people who have obesity or are classified as overweight (having a body mass index from 27 to

30 and a weight-related chronic condition).

FDA = Food and Drug Administration; GLP-1= glucagon-like peptide 1; n.a. = not applicable.

a. Also approved to treat cardiovascular disease.

b. Also available in a lower-dose over-the-counter formulation (marketed as Alli).

recently been shown to lead to more significant weight
loss than older medications.” The products, including
GLP-1 and glucose-dependent insulinotropic polypep-
tide (GIP) receptor agonists, have been approved for
chronic weight management in adults with obesity and
certain people classified as overweight (those with a
BMI of 27 to 30 and at least one weight-related comor-
bidity). As of September 2024, marketed GLP-1-based
products approved for weight management are Saxenda
(liraglutide), Wegovy (semaglutide), and Zepbound
(tirzepatide).® Zepbound is the newest product, having
entered the market in the fourth quarter of 2023. Older
non-GLP-1-based medications for weight management
include Xenical (orlistat), Qsymia (phentermine/topira-
mate), and Contrave (bupropion/naltrexone).

Clinical trials have shown that the GLP-1-based medica-
tions most recently approved for weight loss among peo-
ple without type 2 diabetes—Wegovy and Zepbound—
are associated with larger reductions in body weight than
are older weight loss medications, including Saxenda.”
Many additional AOMs are under development, and
some are in late-stage clinical trials.® Those drugs could
prove even more effective for weight loss than the AOMs
now on the market.

Total sales of GLP-1-based AOMs, net of manufacturer

discounts, have increased dramatically over the past two

years (see Figure 2). That growth reflects demand for
AOMs among patients without diabetes who meet the
BMI thresholds for weight-loss treatment. In the sec-
ond quarter of 2024, sales of brand-name GLP-1-based
products approved for weight loss in the United States
amounted to $2.7 billion, which was more than five
times the sales in the fourth quarter of 2022, when they
totaled $0.5 billion.” Most sales in the second quarter of
2024 were for either Wegovy (52 percent) or Zepbound
(46 percent); the remaining sales were for Saxenda. CBO
expects that sales of GLP-1-based products will continue
to rapidly increase as more people gain access to those
drugs.

Coverage of Obesity Treatments in Medicare
Under Current Law

Medicare covers some treatments for obesity under
Parts A and B of the program. Under Part A (Hospital
Insurance), Medicare covers bariatric surgery. That
surgery is restricted to certain beneficiaries, following
rules issued by the Centers for Medicare & Medicaid
Services (CMS). To qualify for bariatric surgery, benefi-
ciaries must have a BMI equal to or greater than 35 and
at least one obesity-related comorbidity. In addition, they
need to have tried a prior medical treatment for obesity
(such as medical nutrition therapy) that was unsuccess-
ful.’® Under Part B (Medical Insurance, which covers
physicians’ services, outpatient care, and other medical
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Figure 2.

Sales of Brand-Name GLP-1-Based Anti-Obesity Medications Across All Payers,

Net of Manufacturer Discounts, 2020 to 2024
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Data source: Congressional Budget Office, using sales information from SSR Health. See www.cbo.gov/publication/60441#data.

The figure shows total sales for Saxenda (liraglutide), Wegovy (semaglutide), and Zepbound (tirzepatide). It does not include sales for products with the same

molecule but for different indications (such as type 2 diabetes).

GLP-1= glucagon-like peptide 1; Q1= first quarter.

services), Medicare covers behavioral counseling by
primary care providers. Also, as part of preventive cover-
age, Medicare pays for obesity screenings and intensive
behavioral therapy (IBT), such as nutritional evaluation
and counseling, for beneficiaries with a BMI equal to or
greater than 30.

Part D plans, which administer Medicare’s outpatient
prescription drug program, are prohibited from covering
AOMs as part of the standard prescription drug bene-

fit under the terms of the Medicare Prescription Drug,
Improvement, and Modernization Act of 2003." Those
plans can cover such drugs as a supplemental benefit, but
that coverage is not subsidized by the federal government
and must be funded entirely by beneficiaries through
additional premiums. The volume of prescriptions issued
that way remains low. Beneficiaries can also elect to pay
for the medications entirely out of pocket.

Although AOMs are not covered as part of Medicare’s
standard prescription drug benefit, some beneficiaries who

have obesity or are classified as overweight are eligible for
those treatments if they also have type 2 diabetes or certain
cardiovascular conditions. As the number of indications
for AOMs expands, CBO expects that many beneficiaries
will newly qualify for coverage of those medications under
current law and that spending for GLP-1-based products
will continue growing quickly. The expected additional
spending for that class of drugs is reflected in CBO’s
10-year baseline budget projections.'*

Currently, insurers in other (non-Medicare) markets
cover AOMs to different extents. Novo Nordisk reports
that more than half of people with obesity who are
eligible for coverage in the commercial market had
access to Wegovy as of the second quarter of 2024, for
example.” In Medicaid, coverage of drugs for weight
management is optional." According to one study, of the
47 states with publicly available lists of preferred drugs,
nine had Medicaid programs that covered Wegovy in
the first quarter of 2023." Coverage provided through
the Affordable Care Act’s marketplaces largely excludes


http://www.cbo.gov/publication/60441#data
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Table 3.

Budgetary Effects of a Policy That Would Cover Anti-Obesity Medications in Medicare,

by Fiscal Year
Billions of dollars

2026 2027 2028 2029 2030 2031 2032 2033 2034 Total
Direct costs of covering AOMs 1.6 1.8 29 3.8 43 5.1 58 6.5 71 38.8
Savings from improved health * * -0.1 -0.2 -0.3 -0.4 -0.6 -0.8 -1.0 -3.4
Net effect on the deficit 15 1.8 28 37 4.0 4.7 52 57 61 355

Data source: Congressional Budget Office. See www.cbo.gov/publication/60441#data.

The policy would take effect in January 2026. Estimates were calculated relative to CBO’s February 2024 baseline budget projections.

AOM = anti-obesity medication; * = between -$50 million and zero.

GLP-1-based drugs for weight management: As of June
2024, 1 percent of prescription drug plans covered
Wegovy, and no plans covered Zepbound.'® People
taking those drugs who are not yet eligible for Medicare
or who are eligible but have not yet enrolled in the
program could experience treatment interruptions upon
enrollment.

Recent Legislation Addressing Obesity
Treatments in Medicare

Given the high rates of obesity in the United States and
the associated detrimental effects on health, policymakers
have considered and introduced legislation to expand
access to AOMs in Medicare. For example, the Treat

and Reduce Obesity Act (TROA) of 2023 (H.R. 4818
and S. 2407) would authorize Medicare Part D to cover
drugs for weight management."”

As introduced, TROA would expand coverage to
Medicare beneficiaries with obesity and to certain benefi-
ciaries classified as overweight—those with a BMI of 25
to 30 and one or more related chronic conditions.'® The
bill also would permit additional health care providers
and counseling programs to be reimbursed for the IBT
services they provide to beneficiaries to treat their obe-
sity. (That reimbursement is currently limited to primary
care providers.)"” In June 2024, the House Committee
on Ways and Means ordered the bill reported with an
amendment that would include AOMs as covered Part D

drugs for new Medicare beneficiaries with prior continu-
ous use of AOMs.*

Budgetary Effects of Authorizing
Medicare to Cover Anti-Obesity
Medications

CBO analyzed an illustrative policy that would autho-
rize Medicare to cover AOM:s for weight management
beginning in January 2026. The policy, which is broadly
similar to TROA, would apply to Medicare beneficiaries
with obesity (in other words, those having a BMI equal
to or greater than 30), as well as certain beneficiaries who
are classified as overweight (having a BMI of 27 to 30)
and with a weight-related chronic condition.”!

The policy would increase federal spending by

$35.5 billion, on net, from 2026 to 2034, in CBO’s
estimation (see Table 3). Spending on AOMs would
amount to $38.8 billion over that period but would be
partially offset by reductions of $3.4 billion in other
health care spending because of beneficiaries” improved
health. Beyond 2034, the policy’s net federal costs to the
Medicare program would probably be lower on a per-
user basis than in the first decade, CBO estimates, but
the policy would still increase federal spending between
2035 and 2044.

Total Federal Costs

CBO estimates that the illustrative policy would increase
federal costs by $1.5 billion in 2026 and by $6.1 billion
in 2034 (see Table 4). Those estimates reflect several
factors: the number of newly eligible beneficiaries who
are projected to use a prescription AOM; the average
duration of that use; and the direct federal cost per user
after accounting for manufacturers’ rebates and dis-
counts, the low-income subsidy in Part D, and added
income from increased Part D premiums.?” In addition,
CBO’s projections of the costs of AOM coverage reflect
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Table 4.

Federal Medicare Costs of Anti-Obesity Medications, in Total and per User, by Fiscal Year

Dollars

2026 2027 2028 2029 2030 2031 2032 2033 2034
Average net price of AOMs® 5900 4,000 4,200 4,300 4,500 4,700 4,900 5,100 5,300
Minus: Beneficiaries’ cost-sharing amounts, adjusted to reflect
the share of people who receive the low-income subsidy® -300 -300 -300 -300 -300 -400 -400 -400 -400
Minus: Increase in premium income* 0 0 0 0 -400 -400 -400 -500 -500
Average annual federal cost per user 5,600 3,700 3,800 4,000 3,700 3,900 4,000 4,200 4,300
Number of AOM users (millions of people) 0.3 0.5 0.7 1.0 1.2 1.3 1.4 1.5 1.6
Direct annual federal cost (billions of dollars) 1.5 1.8 2.8 3.7 4.0 4.7 5.2 5.7 6.1

Data source: Congressional Budget Office. See www.cbo.gov/publication/60441#data.

This table presents the budgetary effects of an illustrative policy that would authorize Medicare to cover AOMs starting in January 2026. The policy would apply
to all beneficiaries with obesity, as well as certain beneficiaries who are classified as overweight.

AOM = anti-obesity medication.

a. The average net price equals the list price of AOMs after subtracting manufacturers’ rebates and statutory discounts. CBO expects average net prices for

AOMs to fall in 2027 because of Medicare drug price negotiations.

b. Estimates of the out-of-pocket cost are adjusted for the average annual spending on prescription drugs by Part D beneficiaries without diabetes. Estimates of
the average federal cost include the low-income subsidy, an additional benefit for some beneficiaries. Eligibility and the amount of that subsidy depend on a

beneficiary’s income and assets.

c. Anincrease in spending on prescription drugs would lead to higher Part D premiums in later years, which would reduce the federal costs of covering AOMs.

the prevalence of obesity in the Medicare population,
substantial demand for weight loss treatments among
beneficiaries, and the price of the medications.

Number of Newly Eligible Beneficiaries. Owing to
the expanded coverage under the illustrative policy,

12.5 million beneficiaries would become eligible for
AOMs in 2026, CBO projects; that number would fall
slightly, to 11.9 million, in 2034 (see Figure 3). The size
of the newly eligible population under the illustrative
policy would decrease over the period as more beneficia-
ries became eligible to receive AOMs under current law.
Those figures are in accord with CBO’s baseline projec-
tions of growth in Medicare enrollment.

To calculate the number of beneficiaries who would
newly qualify for coverage of AOMs, CBO did the
following;:

® Determined the number of people satisfying the
criteria in the illustrative policy,

®  Subtracted the number of people with type 2
diabetes or cardiovascular disease who will already be

eligible for coverage of GLP-1-based medications in
Medicare, and

® Subtracted the number of people expected to be
eligible for coverage of AOMs in Medicare under
future FDA-approved indications.

In 2026, in CBO’s estimation, 29 million beneficiaries
would qualify for coverage under the illustrative policy.
About half of that group, or 16 million people, would
have access to those medications under current law for
indications such as diabetes, cardiovascular coverage, and
other indications approved by the FDA in the interim.”
By the end of the projection period, in 2034, 33 million
people would be eligible, 21 million of whom would
qualify for coverage on the basis of non-weight-related
indications that are currently approved or expected to be
approved by that year.

Take-up and Continuation of AOMs. Under the illus-
trative policy, an additional 0.3 million newly eligible
Medicare beneficiaries would begin treatment with an
AOM in 2026, CBO estimates, which is about 2 percent
of that population (see Table 5). By 2034, use of AOMs
among newly eligible Medicare beneficiaries is projected
to rise to 1.6 million, or 14 percent of that population.*
Those numbers imply that 3 percent to 5 percent of the
eligible population would initiate treatment in each year

of the budget period.
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Figure 3.

Medicare Beneficiaries Who Would Be Eligible for Treatment With Anti-Obesity

Medications, by Fiscal Year, 2026 to 2034
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Data source: Congressional Budget Office. See www.cbo.gov/publication/60441#data.

Those estimates of take-up reflect CBO’s assessment of
two factors: how many beneficiaries would initiate treat-
ment with AOMs in each year and how long beneficia-
ries would continue that treatment. CBO expects that
the percentage of eligible beneficiaries who used AOMs
would grow over time because of increases in take-up
and continuation. The percentage of first-time users
who remained on AOMs for one continuous year would
increase from 35 percent among new users in 2026 to
50 percent among new users in 2034, CBO projects.
Conversely, those figures imply that 65 percent of new
users in 2026 and 50 percent of new users in 2034
would complete less than one year of treatment.” To
make those estimates, CBO analyzed rates of first-year
use of AOMs and observed changes in continuation rates
for GLP-1 receptor agonist products among Medicare
beneficiaries with diabetes.?

Among beneficiaries with at least one year of continuous
treatment with AOMs, 80 to 85 percent of those who
use such treatment at the beginning of a subsequent year
are projected to remain on that treatment at the end of
that year. Together, those adherence estimates imply that
about 30 percent of new users in 2026 will continue
treatment for at least two years, and 15 to 20 percent of
those new users will continue treatment for at least five

years. Those estimated continuation rates—which hold
for each additional year of use of AOMs among Medicare
beneficiaries with at least one year of continuous treat-
ment—are based on CBO’s analysis of historical claims
data for GLP-1 receptor agonist products in Part D.

CBO’s projections of take-up of AOMs among Medicare
beneficiaries are consistent with three factors. First,
AOM use has grown rapidly in market segments (such as
the commercial market) that already cover those med-
ications.”” Second, CBO’s estimate of AOM take-up is
smaller than observed take-up rates for other medications
that treat chronic conditions (such as statins, which lower
cholesterol). Classes of medications with higher take-up
rates typically have lower-cost generic alternatives and
few limitations from payers on the medications’ uses.”®
Third, take-up of AOMs is likely to be limited by a share
of the indicated population that for various reasons would
neither seek out nor begin treatment with those medica-
tions. Reasons for that reluctance might include stigmas
around receiving treatment, concerns about side effects,
or coverage decisions among Part D plans.”

Annual Federal Costs per User. The average annual fed-
eral cost of treatment for each AOM user in Medicare,
excluding the increase in Part D premiums, would be
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Table 5.

Savings to Medicare From Improved Health, in Total and per User, by Fiscal Year

2026 2027 2028 2029 2030 2031 2032 2033 2034

Number of AOM users (millions of people) 0.3 0.5 0.7 1.0 1.2 1.3 1.4 1.5 1.6
Savings per user (dollars) 50 50 100 200 250 350 450 550 650

Total savings (billions of dollars)

Savings as a percentage of total Medicare spending per capita among
AOM users (percent)®

* =01 -0.2 -0.3 -0.4 -0.6 -0.8 -1.0

0.2 0.4 0.6 1.0 1.4 1.8 2.1 25 2.8

Data source: Congressional Budget Office. See www.cbo.gov/publication/60441#data.

AOM = anti-obesity medication; * = between -$500 million and zero.

a. Includes spending on Parts A (Hospital Insurance), B (Medical Insurance, which covers doctors’ services, outpatient care, and other medical services), and D

(which covers outpatient prescription drugs).

$5,600 in 2026 and $4,300 in 2034, CBO estimates
(see Table 4). Those amounts represent total payments
to Part D plans, after subtracting rebates, statutory
discounts, and beneficiaries’ cost-sharing amounts and
adjusting for federal subsidies for people who receive
the low-income subsidy.*” The net prices reflect CBO’s
analysis of the current list prices of marketed AOM
products covered under Part D, as well as estimated
manufacturers’ rebates and statutory discounts.

CBO’s estimates of average annual federal costs per user
also are based on the agency’s projection of spending on
AOM products over the 2026-2034 budget period. For
each product, CBO estimates the federal cost and weighs
that amount by the drug’s projected market share.

One factor that will affect the price of AOMs beginning
in 2027 is the drug price negotiation program put in
place as part of the 2022 reconciliation act. That law
enables Medicare to negotiate directly with drug compa-
nies to lower prices for some of the costliest single-source
brand-name drugs. CBO expects semaglutide to be
selected by the Secretary of the Department of Health
and Human Services for price negotiation in 2025
because of its high cost to the Medicare Part D program
and its duration on the market.”

Consistent with CBO’s expectations of the effect of
those drug price negotiations—expectations that are
based on federal guidance about the scope of affected
products—the agency projects that the net price of
semaglutide products will fall substantially beginning in
2027.% That price reduction will affect all forms of sema-
glutide, including Ozempic, Wegovy, and Rybelsus.”

Furthermore, CBO expects that the reduction in the
price of semaglutide will affect the prices of other AOMs,
such as Zepbound (tirzepatide for weight loss). As a
result, average federal Part D spending per user of AOMs
will decrease by roughly one-third, in CBO’s estimation.
For years after 2027, CBO projects that the list prices of
AOMs will rise at the rate of inflation.

Budgetary Savings From Use of AOMs

The expanded use of AOMs under the illustrative policy

is projected to improve beneficiaries” health, mainly by
reducing the incidence of obesity-related chronic diseases,
such as diabetes and cardiovascular conditions. On average,
per capita Medicare spending (for Parts A, B, and D of the
program) among AOM users is projected to decline by
0.2 percent in 2026 and by 2.8 percent in 2034 because
of reduced prevalence of those conditions (see Table 5). In
each year, the estimated savings reflect a weighted average
of savings for people with different durations of treatment.
The estimated savings for a given duration of treatment
reflect an average of evidence from bariatric surgery experi-
ences and microsimulation modeling,

Research about the effects of newer AOMs on health care
spending is not yet available, given the recent approval
of those drugs for weight-management indications.
Therefore, to estimate the savings from improved health
stemming from AOM use, CBO reviewed two types of

comparable research.

® First, the agency examined evidence from observational
studies that looked at the effects of bariatric surgery
on health care related spending. In those studies,
researchers compared actual spending outcomes among
people who did or did not undergo surgery. Because
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the decision to undergo surgery is not random,
researchers used statistical methods to account for
other differences between people who did or did not
undergo surgery that can affect spending outcomes.

® Second, the agency reviewed evidence of health care
savings from AOM use by looking at microsimulation
studies that have linked BMI and health care
spending. Those studies estimated how changes in
weight for a given sample of people would affect
the prevalence and severity of various weight-related
conditions and then estimated how those changes in
health would alter spending on health care services.

CBO synthesized its findings from the research literature,
made certain adjustments to the findings, and weighed
the adjusted evidence from the observational and micro-
simulation studies equally. Using that information, CBO
estimated the percentage reduction in medical spending
associated with AOM use, which varied depending on
how long users stayed on the treatment—from less than
one year to 10 years. Separately, the agency tracked the
distribution of treatment duration for each year of the
illustrative policy (2026 to 2034) among all AOM users
who would begin treatment. Then, for each year of the
projection period, CBO averaged health care savings as a
percentage of costs across all AOM users, weighting that
average by the distribution of treatment duration.

Evidence From Observational Studies of Bariatric
Surgery. Evidence about the effects of bariatric surgery
on health care spending is mixed. Some observational
studies showed lower health care spending after surgery,
and others showed no change or higher health care
spending.* On the basis of the bariatric surgery studies
it reviewed, CBO calculated changes in health-related
spending for the 10 years after surgery in four steps:

® CBO adjusted the findings from those studies to
reflect the prices that Medicare pays for health care
services.

®  CBO assigned a weight to each study to reflect
its quality and calculated the weighted difference
in average spending for each of the first five years
after surgery. Studies received higher weights if they
had lower attrition, better matching of observable
characteristics between the cohort that underwent
surgery and the one that did not, longer follow-up
periods, and more-recent study periods. Studies
received lower weights if they had the opposite factors.

® CBO estimated that savings would be zero in years
for which that weighted average showed costs,
because the agency expects that increases in health
care spending after bariatric surgery are likely a result
of surgical complications and thus would not apply to
the use of medications.

® CBO estimated that annual savings would continue
to increase from six to 10 years after surgery at the
same average rate at which they increased over the
first five years.

Altogether, the agency estimated no savings in the first
year and savings that steadily rise to an average of about
$1,000 per person (in 2022 dollars) in the 10th year.
CBO used those estimates to project the effects for a given
person according to how long they took the AOM. A
person who took the drug for one year would have no sav-
ings in that year. (In that case, federal spending on AOMs
would increase, however.) A person who took the drug
continuously for 10 years would have no savings for the
first year and savings that increased in subsequent years.
When applying that evidence to each year of the policy,
CBO adjusted it to account for the growth of Medicare
spending.

One limitation of the evidence from observational stud-
ies is that AOMs and bariatric surgery may have different
effects on health. For example, although bariatric surgery
patients can receive significant health benefits, they can
also develop both short- and long-term (even lifelong)
complications that may affect their health care costs.
Furthermore, the results from observational studies could
be biased in either direction (indicating savings that

were too low or too high) if the statistical methods used
by researchers did not fully account for the differences
between surgical and nonsurgical patients that affect
health care spending.

Evidence From Microsimulation Models. CBO drew
on evidence from two similar microsimulation models
to estimate how AOM use affects health care spending
(excluding the direct costs of the medications).

The Institute for Clinical and Economic Review’s
(ICER’s) microsimulation model used estimates from
the literature to examine the effects of semaglutide

use on health care costs.” ICER’s study found that,
compared with lifestyle modifications, semaglutide use
increased overall health care spending, on net. The esti-
mated reductions in nondrug costs amounted to about
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one-fourth of ICER’s estimate of the net cost of the
drugs.’

The microsimulation model at the University of Southern
California’s (USC’s) Schaeffer Center also analyzed health
care savings from AOM use.” That study reported that
AOMs could generate at least $175 billion in savings for
Medicare over 10 years, but only if the entire indicated
population took the drugs, maintained perfect compli-
ance, and did not discontinue use over their lifetime—
conditions that are not achievable in practice.

Using those microsimulation studies, CBO estimated
savings in each year from continuous use of semaglutide
and extrapolated those savings to tirzepatide use, taking
into account its larger average weight reduction.® (CBO
incorporated additional analyses of ICER’s simulated
health care savings so as to be able to include that
organization’s findings, estimating health care spend-

ing separately for different lengths of continuous use

and adjusting for differences in prices for health care
services between the commercial and Medicare mar-
kets.) CBO calculated a weighted average of those two
streams of savings using weights that reflect the projected
share of the market for each drug. On the basis of that
information, CBO projected that health care costs for

a beneficiary who continuously took an AOM for 10
years would fall by an average of $250 during the first
two years. Savings would then rise by an average of about
$175 in each subsequent year, reaching about $1,600 in
the last year. (All numbers are expressed in 2022 dollars.)
CBO adjusted those values to account for growth in
Medicare spending in each year of the policy period.

One limitation of the estimates from microsimulation
studies is that those studies generally do not rely on
demonstrated effects of AOMs or weight loss on health
conditions (aside from obesity). Instead, they rely on
correlations between BMI and health conditions and
between health conditions and health care spending,
which may or may not be driven by a causal relationship.

A second limitation is that the composition of the
population that would use AOMs under the illustrative
policy is uncertain. In CBO’s estimation, savings from
AOM use could be about 50 percent higher or lower than
estimated, depending on whether beneficiaries newly
using AOMs had a BMI at the upper or lower ends of the
eligible range. If beneficiaries had a BMI at the upper end
of the range, the estimated savings would be 50 percent

higher and the total budgetary cost would be 5 percent
less than CBO estimates. (The opposite effects would
occur if beneficiaries had a BMI at the lower end of the
range.) The impact of weight loss associated with AOM
use on health and health care spending may ultimately
differ from those simulated results.*

Direct Evidence. CBO is not aware of any direct
evidence showing that treatment of obesity with GLP-
1-based products reduces spending on other medical
services. One randomized controlled trial found that the
use of Wegovy lowered the incidence of major adverse
cardiovascular events, compared with the incidence

of such events among a control group.® That finding
suggests that medical spending would fall among ben-
eficiaries with obesity who achieved weight loss using
AOMs—an offset to the cost of the medications. An
observational analysis, however, found no evidence of
any medical savings among people with private health
insurance who took GLP-1 agonists for a full year.”!

Budgetary Effects in the Second Decade

An illustrative policy that made AOMs more widely
available to Medicare beneficiaries for weight-loss treat-
ment would continue to affect the federal budget beyond
2034. From 2035 to 2044, the costs of the drugs per
user would be smaller and the savings from improved
health would be larger than they would be from 2026

to 2034, in CBO’s estimation, but the policy would still
increase net federal costs in the second decade.

To estimate those second-decade effects, CBO accounted
for three factors: AOMS’ prices, use, and savings from
improved health. CBO expects that AOMs’ prices
would continue to fall and the average effectiveness of
new AOMs would improve, both of which would lower
spending and reduce the impact of the policy on the
budget deficit. CBO also expects that take-up and con-
tinuation rates would rise, boosting spending on AOMs
and increasing average savings from improved health.

Prices. Average prices for AOMs are projected to fall by
increasing amounts in the second decade because of the
entry of generic drugs into the market. The introduction
of generic versions would shift use to those lower-priced
versions and thus place downward pressure on average
prices for AOMs. Partially offsetting that effect is the
expected market entry of new, more effective AOMs—
some in other formulations—which would raise prices.
For example, additional oral medications, which have
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lower manufacturing costs and easier storage require-
ments than injectable drugs, are expected to become
available.

Use. The rates at which AOMs are taken up and con-
tinued are projected to increase over time, placing
upward pressure on both the direct costs of medication
use and the average health care savings per user. More
people may be able to take future drugs (and take them
for longer) because of fewer side effects, less frequent
dosing schedules, or preferable routes of administration.
Other factors contributing to more widespread use of
the medications are greater access to clinical programs
and services that offer the drugs (such as obesity clinics),
patient monitoring, and telehealth services.

Savings From Improved Health. As more users begin
and remain on treatment with AOMs, CBO expects
average annual savings from improved health (both in
total and per user) to increase over time. Those increases
would be even larger if future AOMs were more effec-
tive than current versions. In addition, savings would
be larger if beneficiaries who began treatment before
enrolling in Medicare were further along in their treat-
ment cycle. Even though net federal savings per user are
projected to be larger over the longer term, they would
still be less than the cost of the medications.

Sources of Uncertainty

The budgetary effects of the illustrative policy are highly
uncertain and sensitive to the rapidly evolving, real-world
data on use, savings from improved health, prices, eligi-
bility for treatment, and other factors associated with the
newer class of AOMs. Additional evidence about any of
those factors could make future estimates differ from those
in this report. CBO will continue to monitor new evi-
dence as it emerges and update its estimates accordingly.

Use of AOMs

How many people would use AOM:s and for how long
are significant sources of uncertainty in CBO’s estimates.
Take-up of AOMs might be greater than CBO expects if
new products were more effective or better tolerated than
existing products. However, take-up might be less than
expected if Part D plans implemented stronger utiliza-
tion management (limiting access to those drugs) or if
supply shortages persisted beyond 2026. (CBO expects
those shortages to be resolved before then.)

Similarly, continuation rates might differ from CBO’s
estimates, which are based on observed data for the dia-
betes GLP-1 market. Individuals using those medications
for weight loss might remain on them longer than CBO
estimates, or their duration of use might be shorter than
CBO estimates.

Take-up and continuation rates also might vary from
CBO’s projections for other reasons. Clinical guidelines
from medical associations and specialty societies could
recommend uses of AOMs that differ from current rec-
ommended uses, which would affect demand for those
medications. And demand might be affected by the risk of
complications from long-term treatment with GLP-1 ago-
nists.* Furthermore, CBO’s estimates consider the portion
of the eligible population that can access those drugs under
current law by paying for them out of pocket. If more peo-
ple (or fewer people) paid out of pocket for AOMs, then
take-up rates might vary from CBO’s projections.

Savings From Improved Health

The health care savings resulting from use of AOMs

are another significant source of uncertainty about

the budgetary effects of the illustrative policy, mainly
because CBO’s estimates of savings are based on indirect
evidence. Savings could be larger than CBO estimates
if research found that use of AOMs generated sizable
savings in health care costs. Savings also could be larger
if greater-than-expected AOM use among the current
non-Medicare population resulted in lower obesity rates
and less spending to treat health complications for those
people as they aged, became eligible for Medicare, and
enrolled in the program.

Average savings in health care costs could be smaller than
CBO estimates if Medicare beneficiaries lost less weight
than has been reported in clinical trials.* Additionally,
savings could be smaller if research found that weight
loss among AOM users did not translate into reduced
spending on health care services. Furthermore, if weight
loss led beneficiaries to seek or receive additional medical
services—perhaps as a result of being on AOM:s or from
qualifying for certain medical treatments after weight
loss—health care savings could be smaller.

Prices

Prices for AOMs are a source of moderate uncertainty. On
the one hand, increased competition might lead manu-
facturers to offer larger-than-expected discounts, which
would decrease the direct federal costs of those drugs.
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On the other hand, newer products could be launched at
higher prices because of their greater efficacy, fewer side
effects, or higher production costs. Higher prices would,
in turn, put upward pressure on federal costs, especially if
adoption of the new medications was widespread.

Generic versions would put downward pressure on
average prices, although the timing of generic entry into
the market could be sooner or later than CBO expects.
Exclusive sales rights for semaglutide and tirzepatide are
expected to expire in 2032 and 2036, respectively, but
manufacturers’ efforts to delay competition from generic
entry make predicting the launch and rollout of any
generic versions difficule.

Lastly, prices are likely to be affected by Medicare’s drug
price negotiations. CBO expects semaglutide to be
subjected to negotiated prices in 2027, and its negotiated
price could be more or less than CBO estimates, poten-
tially changing the resulting federal costs. The negotiated
price could also spur competition among manufacturers
of AOMs already on the market or products in develop-
ment that later come to the market.

Eligibility

Another source of moderate uncertainty in CBO’s esti-
mates is eligibility for treatment with AOMs. If addi-
tional indications for GLP-1-based drugs were approved,
the size of the population newly eligible to receive treat-
ment with AOMs under the illustrative policy would
decline because more of those people would receive
treatment without a change in law. Expanded access to
those medications under current law would boost Part D

outlays in CBO’s baseline projections, and the net bud-
getary effects of the policy would diminish.

Mortality

A final source of uncertainty is the degree to which AOM
use could affect mortality rates and, in turn, federal spend-
ing. If AOM use reduced mortality rates—extending peo-
ple’s life expectancy, on average—then it could boost spend-
ing on Medicare and Social Security because people would
receive benefits through those programs for more years than
they would if mortality rates remained unchanged.

Evidence about the effects of weight loss on mortality
lacks consensus, however. Recent analyses found that
weight loss from use of GLP-1 receptor agonists reduced
mortality from all causes among patients with type 2
diabetes and reduced cardiovascular-related mortality
among patients without type 2 diabetes.® For other types
of weight-loss interventions, the evidence is mixed: Some
studies have shown reductions in mortality, whereas
others found no association between weight loss and
mortality.* Furthermore, randomized controlled trials
that examined dietary interventions alone or in combina-
tion with physical activity generally found no changes in
mortality.” Together, the evidence suggests caution about
inferring mortality effects from AOM use.

Because evidence about the effects of weight loss on
mortality is evolving, CBO’s estimates of the illustrative
policy’s effects do not consider that factor. If new evidence
about the effects of weight loss on mortality rates emerged,
CBO’s budgetary estimates of the policy would differ.
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