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Rising Healthcare Costs 1 US

Growth in National Health Expenditures (NHE), Gross Domestic Product
(GDP), and the Health Share of GDP, 1990-2024

2024:
2013:
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NHE Growth (Blue)
2014-24 Avg. Annual Growth: 5.8%

Nominal GDP Growth (Red Dot)
2014-24 Avg. Annual Growth: 4.7%

(Millwood) 2015; (To be published online 28 July 2015).
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Source: Keehan S et al., “National health expenditure projections, 2014—24: Spending Growth Faster Than Recent Trends ,” Health Aff




Rising Healthcare Costs I Canada
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Source
National Health Expenditure Database, Canadian Institute for Health Information.

© 2016 Canadian Institute for Health Information
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Allocation of US Healthcare Spending

Distribution of National Health Expenditures, by Type of Service
(in Billions), 2012 and 2023

2012 NHE Total Expenditures:
$2,793.4 billion

Projected 2022 NHE Total Expenditures:
$5,158.8 billion
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Wasteful Healthcare Spending
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“Business as usual” nationa
health care expenditures

—Failures of care delivery

21-34% Failures of care coordination

—Qvertreatment

Administrative complexity

—Pricing failures

—Fraud and abuse

<— Growth in national health

care expenditures matches
GDP growth

2011

|

2012

2013

2014
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Year

| | [ ]
2015 2016 2017 2018 2019 2020

Berwick, D. M. and A. D. Hackbarth (2012). "Eliminating waste in US health care." JAMA 307(14):

1513-1516.




Shift toward Value Based Payment

Target percentage of Medicare FFS payments linked to quality and
alternative payment models in 2016 and 2018

All Medicare FFS (Categories 1-4)

FFS linked to quality (Categories 2-4)

B Alternative payment models (Categories 3-4)
2016

All Medicare FFS All Medicare FFS

MAYO Better Care. Smarter Spending. Healthier People: Paying Providers for Value, Not Volume:
CLINIC https://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2015-Fact-sheets-items/2015-01-26-3.html .
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Shift toward Value Based Payment

CURRENT STATE __FUTURE STATE -
FFS On Y VS Other Pavment Models P\'OJf_‘(ted Mix of Pé).,meh,t N’pdé@W;thm Organization
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Source: McKesson Corporation

MAYO Mc Kesson Whi t etate af yaue-Basdd Réirebursement and the Transitonf r om Vol ume to Value in 20140.
CLINIC http://mhsinfo.mckesson.com/rs/mckessonhealthsolutions/images/MHS-2014-Signature-Research-White-Paper.pdf
W Burwell, S. Setting Value-Based Payment Goals i HHS Efforts to Improve U.S. Health Care. NEJM. 2015;375:897-9.
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Healthcare Costs Shifting to Patients

Cumulativel ncreases in Health Insurance Premiums, Workerso6 C@&¥9320i2buti ons to Premi ums, I'nflation, an
MAYO http://kff.org/health-costs/slide/cumulative-increases-in-health-insurance-premiums-workers-contributions-to-premiums-inflation-and-workers-
CLINIC earnings-1999-2012/
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