
Rising Costs, Declining Health: A Call for Transformative Change in Healthcare

 

The U.S. healthcare system stands at a crossroads as costs soar, reaching a projected 7 trillion euros by 2032. Despite these expenses, overall
health outcomes are not improving, with stagnant healthcare utilisation and a rise in chronic conditions. With healthcare spending almost double
that of other developed nations, the value delivered to patients, employers, and stakeholders continues to diminish. What are the key trends
shaping the U.S. healthcare industry and what are the challenges and opportunities to enhance value and improve health outcomes?

 

Unhealthier by the Day
Chronic diseases are on the rise, with the percentage of U.S. adults affected expected to increase by 12.4% between 2020 and 2050. Lifestyle-
related conditions like obesity and diabetes are becoming increasingly prevalent, with 36% of adults classified as obese in 2022. This growing
burden of chronic illnesses puts a significant strain on healthcare systems, driving up costs and complicating treatment pathways. Unfortunately,
the U.S. also faces a disparity in healthcare utilisation; while other OECD countries have an average of 7.6 clinical consultations per capita, the
U.S. sees only 3.9. With fewer interactions with healthcare professionals, the potential for early intervention, preventive care, and disease
management is diminished, making it harder to improve overall population health.

 

Regulatory and Technological Shortfalls
Federal initiatives to improve care quality and reduce costs have faced numerous obstacles. Despite ambitious regulations to transition
healthcare systems to value-based payment models—where provider incentives align with patient outcomes—only about a quarter of healthcare
payments in the U.S. fit this model. These efforts have failed to significantly reduce costs or demonstrate meaningful improvements in health
outcomes. Additionally, the administrative burden of reporting quality measures remains challenging for providers, with some medical centres
spending millions on compliance.

 

Technology offers potential solutions, yet its impact on healthcare value is still uncertain. The adoption of electronic health records (EHR) has
been suboptimal; while about 70% of hospitals have adopted EHRs, they struggle with data integration and utilisation. Similarly, artificial
intelligence (AI) has not reached its potential, partly due to slow adoption in clinical settings and low patient trust in AI-assisted healthcare
decisions. As a result, the healthcare sector faces an ongoing struggle to leverage these technologies to enhance care and value effectively.

 

Fragmentation and Disparities in Care Delivery
The shifting landscape of healthcare consumerism has led to fragmentation in care delivery. As patients bear more of the financial burden
through high-deductible health plans—whose deductibles have risen by over 50% since 2007—almost half of Americans struggle to afford care.
While consumer-driven healthcare aims to empower patients by offering them more choices, it has often resulted in disjointed care experiences
without improved value or outcomes. This fragmentation is exacerbated by an uneven distribution of healthcare professionals across regions and
specialities, leading to disparities in access to care. By 2036, the shortage of primary care physicians alone could exceed 40,000, with significant
gaps in surgical specialities as well.

In response to rising costs and consumer demand for convenient care, there has been a shift toward lower-cost settings like ambulatory surgery
centres (ASCs) and urgent care centres. These alternative settings provide a cost-effective solution for certain procedures and care needs.
However, the long-term impact on healthcare quality and outcomes remains uncertain, and a focus on lower-cost options may not fully address
the need for integrated and preventive care.

 

Employers Demand Value Amid Rising Costs
Employers who provide health insurance for a significant portion of the population are becoming more proactive in seeking better value for their
healthcare expenditures. Increased access to price transparency data gives them greater leverage in negotiations with providers and insurers.
The report highlights that prices for common medical procedures can vary significantly across different markets, sometimes differing by tens of
thousands of dollars without any correlation to quality. This variation creates an opportunity for employers to seek high-value care options that
balance cost and quality effectively, putting further pressure on providers to justify their pricing and improve their offerings.
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The U.S. healthcare system urgently needs to realign incentives, enhance care coordination, and leverage technological advancements
effectively. The trends of rising costs, declining health outcomes, and fragmented care are unsustainable for both individuals and stakeholders.
As the industry shifts toward a value-based model, efforts must be made to strengthen primary care, address social determinants of health, and
implement payment models that genuinely incentivise preventive care and cost-efficiency. Achieving meaningful change will require the
collaboration of all stakeholders—providers, payers, employers, and patients—to ensure that healthcare spending translates into tangible
improvements in population health and delivers value to all.
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