
www.manaraa.com

Waste in the US Health Care System
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In this issue of JAMA, Shrank and colleagues1 examine the criti-
cally important issue of waste in the US health care system.
Their Special Communication represents an analytic update
of 2 prominent previous analyses on waste in US health care,
one by the Institute of Medicine in 20102 and the other
by Berwick and Hackbarth in 2012.3

Shrank and colleagues purposely created similar catego-
ries to those developed for the previous reports2,3 (failure of
care delivery, failure of care coordination, overtreatment or
low-value care, pricing failure, fraud and abuse, and admin-

istrative complexity) to cre-
ate continuity between the
previous and their contem-
porary analyses, findings, and
inferences. Importantly, the
authors not only delineated

the range of waste in each category, but also estimated the
potential savings that could accrue with interventions to
reduce waste.

Based on their analysis of 71 estimates from 54 unique
peer-reviewed publications, government-based reports, and
other articles published between January 2012 and May
2019, the authors estimated that the total annual amount of
waste in the US health care system ranged from $760 billion
to $935 billion, accounting for approximately 25% of total US
health care spending. For the 6 categories evaluated, the es-
timated ranges of annual waste were as follows: failure of care
delivery, $102.4 billion to $165.7 billion; failure of care coor-
dination, $27.2 billion to $78.2 billion; overtreatment or low-
value care, $75.7 billion to $101.2 billion; pricing failure,
$230.7 billion to $240.5 billion; fraud and abuse, $58.5 billion
to $83.9 billion; and administrative complexity, $265.6 billion.

The authors’ analyses also suggested that an estimated
$191 billion to $282 billion, or 5% to 8% of total US costs (based
on total health care spending of $3.5 trillion),4 could be saved
if interventions to reduce waste were implemented and were
successful. However, that estimate does not include any sav-
ings from reducing administrative complexity because insuf-
ficient contemporary US data were available that provided rea-
sonable estimates of potential savings. The administrative
complexity that exists in the United States was recently high-
lighted in an article by Tseng et al,5 who estimated the time to
generate billing and insurance-related activities in primary care,
the emergency department, general medicine inpatient stays,
and ambulatory surgical procedures. In these 4 areas, profes-
sional billing costs were estimated to represent a range of 8%
to 25% of professional revenue.

Shrank and colleagues rightfully acknowledge several im-
portant limitations, including the limited nature of data for both

sets of analyses, so estimates of potential waste and savings
have broad ranges; the general reliance on studies conducted
in the Medicare population and lack of data for the child health
population; the need to extrapolate from some findings to gen-
erate national estimates; and the variability in estimates of po-
tential savings from interventions to reduce waste. Nonethe-
less, as the authors suggest, their analyses “offer reasonable
bounds for estimated waste and potential cost savings.”

Also in this issue of JAMA, 2 insightful editorials, by
Berwick6 and by Joynt Maddox and McClellan,7 accompany
the article by Shrank et al. Berwick maintains that health
care in the United States may have its own version of “the
Fermi paradox.” He points out that in an era of health care
when no dimension of performance is more apparent or
more onerous than high cost, and at a time when high health
care costs are adversely affecting virtually everyone, it is
unclear why approximately $800 billion in estimated waste
in health care spending remains untapped. He proposes 4
plausible explanations and ultimately suggests that “remov-
ing waste from US health care will require both awakening a
sleepy status quo and shifting power to wrest it from the grip
of greed.”

Joynt Maddox and McClellan7 focus on the 3 “clinical”
categories of waste identified by Shrank and colleagues (fail-
ure of care delivery, failure of care coordination, and over-
treatment or low-value care), which collectively are associ-
ated with suboptimal quality of care. The authors discuss
reasons many of the recent policy initiatives have not led to
the widespread adoption of care redesign or to the major shifts
in quality or costs of care that were anticipated when the pro-
grams were launched.

At a time when the United States is once again mired in a
great debate about the future of its health care system, the data
reported in the article by Shrank et al should become part of
the national discussion. It would be nearly impossible for all
waste to be eliminated in any health care system, just as it is
impossible to know the true cost of any change in the deliv-
ery and financing of health care without understanding pos-
sible savings, and recognizing that there is complexity in know-
ing the savings. For example, could administrative costs (the
category with the largest estimated amount of waste in the ar-
ticle by Shrank et al) in the private sector, approximately 15%,
approximate those for Medicaid and Medicare, reportedly no
more than 5%?8 That alone could save approximately $120 bil-
lion (based on 10% savings of $1.2 trillion spent on private
health insurance).4 Furthermore, reducing overutilization of
diagnostic tests and procedures could provide additional sav-
ings and improve value, but also would reduce income for
hospitals and individuals, and as has been learned from many
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years of attempts, it is difficult to implement appropriate use
criteria. Currently, hospital costs account for approximately
35% of US health care expenditures.4,9 Drug costs account for
16% to 18% of spending (including inpatient and outpatient),
are responsible for the next largest share of health care costs,
and continue to be debated, including the high cost of
generics, expensive new drugs for rare diseases, and pro-
grams such as the 340B Drug Pricing Program.9-12 Ultimately,
savings in overall drug costs may be limited because new,
important therapies are being introduced annually, and
savings for the cost of some existing drugs may simply be
offset by the cost of new therapies. Nonetheless, reducing
waste related to hospital costs and drug costs will become
increasingly important.

Assuming that the projected potential savings of $191 bil-
lion to $282 billion from reducing waste reported by Shrank
et al represents a valid estimate, and assuming perhaps even
further savings from decreasing waste associated with admin-
istrative costs, it may be possible to save at least $250 bil-

lion annually in health care spending (perhaps more) by re-
ducing and eliminating waste in the US health care system,
and then redirecting these funds elsewhere. For instance, with
this potential savings, and with average annual health care
costs of $10 000 per individual in the United States,4,9 25 mil-
lion individuals could be insured with no additional costs to
the health care system. Thus, it is possible to provide health
care coverage to all individuals in the United States, without
further substantial increases in spending, if waste in health care
could be minimized.

The Special Communication by Shrank and colleagues,1

along with the 2 accompanying Editorials by Berwick6 and by
Joynt Maddox and McClellan,7 should contribute to the na-
tional discussion about the future of the US health care sys-
tem as well as those around the world, many of which are strug-
gling with the issue of increasing costs. While no single solution
will solve the continuous increases in US health care spend-
ing, identifying, reducing, and eliminating waste are impor-
tant and appropriate places to start.
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