
The Healthcare Imperative
Lowering Costs and Improving Outcomes

To address concerns about escalating healthcare 
costs and the need for effective solutions, the 
Institute of Medicine, with support from the 
Peter G. Peterson Foundation, hosted a series 
of meetings with providers patients, hospital 
administrators, health economists, employers, 
insurers, and others to discuss the sources of 
waste and inefficiency in health care. 

Highlighted below are key discussion elements, 
sumarrized in the report from the meetings.  
The full report can be viewed or downloaded at 
www.iom.edu/vsrt.

  
 

Advising the nation • Improving health

Roundtable on Value &  
Science-Driven Health Care

Health cost excesses with personal, institutional, and national conse-
quences. In the past decade, U.S. health costs have increased by 92%,  rep-
resenting approximately four times the inflation rate for the economy as a 
whole.  Out-of-pocket costs for individuals have increased by 40%. Overall, 
Medicaid now takes almost 20% of state budgets, crowding out other state 
priorities such as education.

Health outcomes far short of expectations. Despite health spending double 
the average for other developed nations, U.S. health outcomes rank below 
two to three dozen other countries on indices such as life expectancy, care 
for chronic disease, and persistent disparities in the access and outcomes 
of care.

Fragmented decision points, inconsistent principles, and political distor-
tions. Barriers to appropriate care include poor care coordination, lack of 
consistent evidence-based guidelines, payment systems that encourage vol-
ume over value, and political influences that sometimes overturn scientific 
determinations. 

The Imperative for Action
Challenges for health costs and outcomes 

http://www.iom.edu/vsrt


 Streamlined and harmonized health insurance regulation. Reduce com-
plexities and inconsistencies in coverage standards and requirements.

Administrative simplification and consistency. Streamline and harmonize 
inconsistent payment and reporting requirements.

 Payment redesign to focus incentives on results and value. Focus pay-
ments on episodes, outcomes and value, and increase targeting those at 
highest risk of poor outcomes.

Quality and consistency in treatment. Establish treatment guidelines as 
the starting point for effective care, tailoring as indicated, and capturing 
the care experience for continuous improvement.
 Evidence that is timely, independent and understandable. Foster effec-
tive care through a dedicated, unified program provides reliable guidance, 
keeps pace with changes, and improves practice reliability and consistency.

Clinical records that are reliable, sharable and secure. Use health IT to 
enhance the effectiveness and efficiency of care, facilitate patient handoffs, 
provide clinical decision guidance, and foster patient involvement.

Data that are protected, but accessible for continuous learning. Create a 
digital utility, with clinical data as a resource for real-time monitoring of 
the results of treatment, ongoing generation of new evidence for effective 
care, and continuous care improvement.

 Scientific uncertainty. Clinical evidence development is not keeping pace 
with the emergence of new diagnostics, treatments, and insights into indi-
vidual variation.

Perverse economic and practice incentives. The fee-for-service reimburse-
ment system creates perverse incentives, rewarding service volume rather 
than value.

System fragmentation. Multiple, disconnected, and uncoordinated deci-
sion points in healthcare delivery and finance are fundamental challenges 
to efficient and effective care. 

Drivers of the Problem
Systemic factors driving excess costs 

Corrective Levers
Strategies to lower cost and improve outcomes 

Accounting for Waste
Six Domains of Excess Spending 

Opacity as to cost, quality, and outcomes. Without meaningful and trust-
worthy sources of information on costs and outcomes of care, neither pa-
tients nor their clinicians can make fully informed decisions.
 Changes in health status. An aging population, the growing prevalence of 
obesity, and increaases in multiple co-occurring, complex chronic diseases 
are accelerating the need for health services.

Lack of patient involvement. The culture of care is not yet conducive to ac-
tive patient participation in care decisions, despite growing use of web-ac-
cessible information and evidence of the positive effect of shared decisions-
making on health outcomes.

 Under-investment in population health. Because health status is impor-
tantly influences by behavioral, social, and environmental factors, progress 
depends on a stronger commitment to population-wide health programs.
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Opportunities to Get to 10 Percent
Lowering costs by 10% in 10 yrs without sacrificing quality 

 Transparency requirements on cost, quality and outcomes. Build an ac-
cessible information resource, with transparency as to cost, outcomes, and 
value serving as a critical element of system change.
 Culture and activities framed by patient perspective. Position patient per-
spectives and needs as primary—and convenience and interest as second-
ary—for the design and execution of healthcare organization and delivery.

 Medical liability reform. Diminish defensive medicine as a driver of un-
necessary services and procedures—e.g. through harbors for best evidence 
practices, caps on non-economic damages, specialized tribunals.

 Prevention at the personal and population levels. Elevate the focus on pre-
vention, ranging from clinical preventive services to community health and 
wellness.


