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COMMENTARY

From Laggard To Leader: Why
Health Care In The United States
Is Failing, And How To Fix It

ABSTRACT Health care in the United States is among the most
technologically advanced in the world, but it is largely failing to meet the
needs of the nation. The US can claim international excellence in
important areas of care, such as cancer treatment, and it leads the world
in biomedical innovation and building a well-prepared and dedicated
clinical workforce. The Affordable Care Act was a major step forward in
expanding access to health care in the US. However, Americans are faced
with staggering health costs, inadequate access to care, pervasive health
inequities, and lagging life expectancy compared with other developed
nations. In this article, part of the National Academy of Medicine’s Vital
Directions for Health and Health Care: Priorities for 2025 initiative, we
present a partial road map for transforming the US health care system.
We propose bold national goals: affordable and equitable care for all, an
additional decade of healthy birthdays after retirement, elimination of
racial and ethnic disparities in health, substantial reduction in health
care expenditures, and, most important, improved health outcomes. To
achieve these goals, we recommend changes to ensure coverage for all,
invest in primary care and social determinants of health, create financing
to incentivize population health, and improve transparency and
accountability. Major systemic transformation of the US health care
system is not just required; it is a moral and economic imperative.

ealth care in the United States is
among the most technologically
advanced in the world, yet it is
failing to meet the needs of the
nation. Millions of Americans
do not have access to the health services they
need. Almost half of families in the US struggle
to afford health care; one-third choose between
feeding their families and paying for care.! Many
have trouble finding a doctor. More than twenty-
five million Americans were uninsured as of
2023, and more than 100 million have medical
debt, which has become the largest contributor
to individual bankruptcy.** Because of high-

deductible health plans and other coverage
shortfalls, even people with health insurance
can fall deeply into medical debt.

At the national level, health care spending is
out of control. The US spends more than 17 per-
cent of its gross domestic product (GDP) on
health care, which is well over twice per capita
that of most other Organization for Economic
Cooperation and Development (OECD) coun-
tries and is predicted to continue rising in the
next decade.”® High health care costs siphon
federal, state, and local resources from needed
investments in education, environmental pro-
tection, and housing, which all affect health.

DOI: 10.1377/hlthaff.2024.01007
HEALTH AFFAIRS 44,

NO. 2 (2025): 179-186

©2025 Project HOPE—

The People-to-People Health
Foundation, Inc.

Donald M. Berwick
(donberwick@gmail.com),
Institute for Healthcare
Improvement, Boston,
Massachusetts.

Elaine Batchlor, MLK
Community Hospital and
Health System, Los Angeles,
California.

Dave A. Chokshi, City
University of New York, New
York, New York.

Patricia Gabow, University of
Colorado, Denver, Colorado.

Richard Gilfillan, independent
consultant, Washington, D.C.

Frederick Isasi, Washington,
D.C.

Arnold Milstein, Stanford
University, Stanford,
California.

Len M. Nichols, Urban
Institute, Washington, D.C.

FEBRUARY 2025 44:2 179

Downloaded from HealthAffairs.org on February 26, 2025.
Copyright Project HOPE—The People-to-People Health Foundation, Inc.
For personal use only. All rights reserved. Reuse permissions at HealthAffairs.org.

HEALTH AFFAIRS



HEALTH REFORM

180

Yet the results are poor—and are arguably
abysmal when compared with the money spent.
Patient safety issues such as diagnostic delays
and medical errors continue to be widespread.®
Life expectancy in the US lags that of all wealthy
OECD members by as much as six years,” and
rates of chronic disease continue to climb.? Not
a single US state outperforms the top seventeen
OECD nations in lifespan or health status, and
rural states are hit especially hard when it comes
to access and outcomes.’ Centuries of socio-
economic inequities and systemic racism in
the US have stolen years of life and health from
Black, Hispanic, and Native Americans. In 2021,
Black mothers were 2.6 times as likely to die
from complications of pregnancy or childbirth
as White mothers.” Black men have a cancer
mortality rate 19 percent higher than that of
White men." A Native American person born
in 2021 can expect to live eleven years less than
the average of all other populations."

The US can claim international excellence in
some important areas of care, such as cancer
treatment, organ transplant, and invasive sur-
gery. The nation leads, as well, in biomedical
innovation and building a well-prepared and
dedicated clinical workforce.” The Affordable
Care Act (ACA) was also a major step forward
in expanding access to health care: Forty-five
million Americans are now enrolled in coverage
related to the ACA, and more Americans have
health insurance today than ever before.™

But these areas of strength are exceptions
within the US health care system, not the norm.
Overall poor performance has plagued the sys-
tem for decades. To close that gap, so that
strengths are seen across the entire system, will
take much more than incremental reform and
periodic changes. It is time to reimagine the
US health care system thoroughly and to trans-
form both the delivery and the financing of care.
This article is part of the National Academy of
Medicine’s Vital Directions for Health and
Health Care: Priorities for 2025 initiative, which
provides a critical assessment of major health
issues in the US to offer guidance for the incom-
ing administration. In this article, we outline a
vision for a new health care system that is direct-
ed at ambitious, shared goals; is shaped by de-
sign principles for achieving those goals; and
takes unprecedented actions to improve afford-
ability, care, and overall health.

Reimagining The Health Care
System

For decades, policy makers in the US have at-
tempted to improve the public-private health
care system without requiring too much govern-
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ment oversight. That has not worked; instead, it
has stranded the system in a muddled middle
ground, where neither solution is well executed.
Drug companies, health insurers, and hospitals
have harvested steadily increasing profits, yet
millions of Americans struggle to access needed
care and pay health care bills. Market failures
persist. At the heart of the problem lies a mis-
alignment of incentives, in which profit seeking
far too often takes precedence over the quest
for patients’ well-being. Lack of transparency
and asymmetric information dynamics make
it difficult to accurately assess and improve per-
formance, while administrative waste drains
resources. Many nonprofit hospitals, despite en-
joying substantial tax benefits, fail to prioritize
their intended mission of improving the health
of their communities, leaving vulnerable popu-
lations underserved.”

From the Health Maintenance Organization
Act of 1973 to more recent pay-for-performance
initiatives such as accountable care organiza-
tions and quality-based payment, reform efforts
have sought to realign health care providers’ in-
centives to drive improvements in population
health. Yet these changes have not solved the
problems of cost, access, or quality. These failed
efforts have taught us that trying to compromise
within this muddled approach cannot fix the
systemic problems in health care. The country
needs robust oversight and strategic interven-
tion. Transformational change is essential.

We recognize that transforming an industry
that accounts for one-sixth of the US economy
will face enormous political headwinds. To move
forward in Congress, reform strategies must
have bipartisan appeal, and they must explicitly
respond to the deepest frustrations and needs of
the American people: economic insecurity creat-
ed by the cost of health care, the complexity of
the system, and general difficulty accessing the
right care. To reorient a system from focusing on
acute illness to prioritizing preventive services
and lifelong optimal health, policy makers will
have to take on corporate health care interests
heavily vested in the profits available in the sta-
tus quo. Powerful interests make a lot of money
in the failing US system. Financial incentives
need to berealigned to focus on the goal of health
for individual patients and populations. Major
payment reform and administrative simplifica-
tion will be necessary.

Aims And Goals To Achieve Better
Health

Any large-scale change will have to be driven by a
set of bold aims replacing the inertia and self-
satisfaction of the status quo, agreed on by public
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and private stakeholders, and fully aligned with
the sentiments of the public. We propose the
following aims to be adopted as goals for the
nation’s health care system.

First, affordable, accessible, and equitable
health care must be established for everyone in
the US. All Americans should have the same shot
atliving a healthy life. It is also critical to protect
Americans from unsustainable costs: No Ameri-
can family should have to stagger under their
debt because of health care needs or forgo need-
ed care because of costs. Also, given that many
Americans spend much of their older years sick,
we propose adding at least a decade of “healthy
birthdays” after traditional retirement age, in-
creasing Americans’ health-adjusted life expec-
tancy (or “healthspan”) from sixty-six years to
seventy-five years. These improvements should
be equallyavailable; all racial, ethnic, and gender
gaps in all dimensions of care and outcomes
must be eliminated. Health outcomes in the
US, on average, should match or be better than
OECD averages for equitable health-adjusted life
expectancy; maternal and infant death rates;
physical, mental, and behavioral health out-
comes; and patient and employee health care
safety. In terms of spending, we believe that the
country can and should reduce total US health
care expenditures to no more than 20 percent
above the OECD average (9.2 percent of GDP in
2022) within ten to fifteen years."

Achieving these aims will require major shifts
in investment, focus, and oversight. It must lean
on the foundation of an integrated primary care
system that emphasizes prevention, reaches out
to community partners, encourages health-pro-
moting behavior, identifies and treats problems
early, links to specialty providers, and connects
to public health and social systems.

We understand that the magnitude of change
to decrease from 17 percent of GDP spending on
health care to even 20 percent above the OECD
average is massive. It will take ten to fifteen years
to realize most of this shift. But it is possible. As
much as 25 percent of current spending can be
classified as waste,"” with the largest shares being
needless administrative complexity and exces-
sive prices. Medicare Advantage plans engage
in higher coding intensity compared with tradi-
tional fee-for-service Medicare, resulting in
$83 billion in higher payments in 2024."® Re-
balancing incentives, prioritizing prevention
to avoid more costly services down the line,
and removing the hammerlock focus on profit,
we believe, can dramatically reduce the burden of
current health care costs.

In 2013, hospitals provided more than $50 bil-
lion in uncompensated care. Medicaid expan-
sionled to a $7.4 billion reduction in these costs,

with 68 percent of the reduction occurring in
those states that expanded their Medicaid pro-
grams.” Yet Medicaid and the Children’s Health
Insurance Program, providing care to nearly half
of the children in the US,?° maintain unrealisti-
cally low payment levels compared with private
insurance, with dramatic differences among
states in coverage, benefits, and innovations.
Research has found that closing the physician
payment gap between private insurance and
Medicaid would eliminate disparities in access
for children.? Over the long term, this improved
access would lead to better-managed conditions,
improved outcomes, and reduced use of expen-
sive services.

In addition, there is an opportunity to redirect
health care expenditures saved from changes
such as administrative simplification and better-
controlled pricing toward addressing patients’
social determinants of health. This can be facili-
tated through strong partnerships between
health care and public health systems within
states and localities. Some systems have already
realized savings with these types of endeavors.
For example, the Bon Secours Housing for
Health program, in Baltimore, Maryland, devel-
oped affordable housing for patients in need and
showed an impressive return of almost 100 per-
cent of its annual operating expense in 2018.%
Investing in improving such social influences on
health can have significant payoff, both in better
outcomes for patients and in reductions in
health care spending.”®

Guiding Principles And Actions To
Transform The Health Care System
To transform the US system will require action by
Congress, the executive branch, and state and
local governments, as well as by health systems
and nongovernmental payers, guided by design
principles that underpin these actions.

Yielding to pragmatism, we have based the
following principles and action agenda on sever-
al key assumptions: First, we assume that the
private market for health insurance will continue
to exist, with many competing private health
plans, and second, we assume that employer-
sponsored health insurance will continue to be
the largest source of coverage in the private sec-
tor. We also assume sufficient political will to
enable a substantial increase in regulation of
the health care market, as well as much stronger
governmental leadership in the health care
sector than exists today. Given the urgency of
the need for change, we dare to hope for bi-
partisanship.

PRINCIPLE 1 Ourfirst principle is that all Amer-
icans should have access to affordable, compre-
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hensive health coverage and care. We propose
eliminating all medical debt; Congress should
enact legislation prohibiting the pursuit of med-
ical debt collection from any US household with
gross income less than 400 percent of the federal
poverty level. Public and private health insur-
ance should be required to provide comprehen-
sive coverage for primary, specialty, and behav-
ioral health care services; dental care; hospital
services; services to address health-related social
needs (that is, connections to housing naviga-
tion or Supplemental Nutrition Assistance Pro-
gram enrollment); and postacute care. Obstetri-
cal and newborn care should be added to the
preventive health services required to be covered
with no coinsurance. The system should be seam-
less and easy to enter and should avoid overuse
by reliably guiding patients to the most appro-
priate care for them.

To increase access to affordable coverage, Con-
gress should create a Medicare-Plus public op-
tion available to all Americans, including those
with employer-sponsored coverage. It would
provide patients with full access to providers
who participate in Medicare and would use a
moderate markup of Medicare payment levels,
such as 20 percent above current Medicare rates.
Premiums, deductibles, and copays would be set
on the basis of household income, with no family
paying more than 5 percent of their income on
health care annually. All Medicare-participating
providers would be required to participate in this
new option. The public option would increase
consumer choice while also increasing competi-
tion in the health insurance market.

Congress should take action to improve access
to care in the Medicaid program by requiring and
supporting an increase in all Medicaid payment
rates to Medicare levels* as well as legislating
more uniformity in Medicaid eligibility and ben-
efits across the country—standards currently left
largely to the states.

PRINCIPLE 2 Our second principle is that inte-
grated primary care should provide an anchor
for the health and well-being of all Americans.
To truly provide the level of primary care that is
needed in the US, beyond fifteen-minute ap-
pointments, requires a massive restructuring.
Multipart solutions to prioritize prevention
and community-level care should target structur-
al supports, such as integrating behavioral
health into primary care to improve outcomes,
access, and cost-effectiveness.”® Co-locating
community clinics with schools and recreation
centers can not only improve access to services
but also ensure that the available services match
the needs of the community. Community health
workers can be scaled to act as bridges to care in
rural areas®® and even help patients better man-
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It is time to reimagine
the US health care
system thoroughly
and to transform both
the delivery and the
financing of care.

age substance use disorders.” Expanding scopes
of practice for roles such as community health
workers and social workers would also augment
the workforce and integrate them into interpro-
fessional care teams as key providers.*®

This type of redesign would greatly improve
the health of the US population; it has done so in
other countries, both rich and poor. For exam-
ple, Costa Rica launched integrated primary
care in the 1990s to ensure comprehensive
community-based services, which led to de-
creased mortality and improved equity.”® Aus-
tralia’s recent “Restacking the Odds” initiative
focuses on making fundamental platforms tar-
geting antenatal care and early childhood ser-
vices available to all, thus driving more equitable
outcomes.*

Performance aims for primary care providers
should be clarified and rewarded. To this end, the
Centers for Medicare and Medicaid Services
(CMS) should require all primary care providers
participating in Medicare or Medicaid to accept
responsibility for pursuing the Triple Aim: im-
proving the patient experience of care (including
quality and satisfaction), improving population
health, and reducing the per capita cost of care.™
Physicians should be rewarded for achieving per-
formance goals aligned with these outcomes. In
addition, primary care provider practices should
include staffing to provide care management,
care navigation, care coordination, and reliable
connection to services addressing social deter-
minants of health. Federal workforce payments,
including Medicare and Medicaid graduate med-
ical education payments, should be redirected to
increase the supply of primary care clinicians
and care support personnel.

PRINCIPLE 3 OQur third principle is that im-
provements in health outcomes should be incen-
tivized through population-based payment.
Payers should minimize fee-for-service payment
and substitute payment for the care of popula-
tions, beginning with CMS and eventually in-
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The United States
lags far behind its
peers in key measures
of health and
wellness, and its
health care spending
imperils its economic
future.

cluding private insurers. Congress should
empower CMS to create a simplified, standard-
ized provider pricing model for all populations.
All payers should link incentive payments to
progress toward national health aims. To reduce
overuse and underuse of services, physicians
should be, as much as possible, salaried, with
no incentive systems that reward more services.
This would empower them far better than fee-for-
service payment does to act according to their
professional oath to put patients’ well-being
above all else.

The shift to support and incentivize improve-
ments in health outcomes also will require re-
balancing payment rates, as at this time, special-
ty providers are reimbursed at disproportionate-
ly higher rates.** This further entrenches the fi-
nancial incentive to offer specialty care to
patients, often leading to overuse or misuse of
services. Congress should empower CMS to lead
an all-payer effort to rebalance payment levels
for primary and specialty care, increasing prima-
ry care payments and reducing unwarranted
high specialty care payments.

PRINCIPLE 4 Our fourth principle is that social
determinants of health and health equity efforts
should be prioritized. Congress should redirect
the majority of health care expenditures saved
from price controls and the shift to population-
based payment to significantly increase invest-
ment in improving social determinants of
health. This can be augmented through stronger
partnerships among health care, public health,
and social service systems. One recent example is
the North Carolina Healthy Opportunities Pilots
program, which uses Section 1115 waivers to en-
able Medicaid plans to address social needs such
as food, housing, transportation, interpersonal
violence, and toxic stress.** Other key areas to

invest in may include early childhood supports,
education, toxic exposure reduction, access to
recreational opportunities, criminal justice re-
form, and supports to frail and isolated older
people.

PRINCIPLE 5 Our fifth principle is that financ-
ing should be simplified to minimize adminis-
trative complexity and enhance efficiency.
Market-based pricing has failed in the commer-
cial market, and payment complexity continues
to exploit patients and breed waste. Financing
and administrative operations should prioritize
simplicity and uniformity. Americans should not
be guessing how much they may be charged
based on where they seek care. Hospital pricing
should be standardized, transparent, and, with-
in reason, uniform. The “Maryland model,”
which uses a standard fee schedule for all hos-
pitals, could provide a useful road map.** CMS
should also create a mandatory Medicare Advan-
tage administrative contractor to provide, on a
uniform basis, all preauthorization, claims adju-
dication, and claims review activities. This
change would replace the current claims pay-
ment system, in which every Medicare Advan-
tage plan can set its own rules for its provider
network.

PRINCIPLE 6 Our sixth principle is that trans-
parency and organizational professionalism
should serve as foundations for accountability.
CMS should require health systems to publicly
report prices, contractual price agreements, to-
tal expenditures, profitability, and outcomes, as
well as quality, equity, and access indicators (in-
cluding any limitations on services for nonmedi-
cal reasons), in a completely transparent man-
ner accessible and understandable to clinicians
and patients alike. Public posting of perfor-
mance measurement results can ensure that
competition among hospitals is based on perfor-
mance, not secrecy, and can facilitate learning
from high performers. To provide a comprehen-
sive picture of health care costs, utilization, and
quality, Congress should mandate and fund the
creation of a national all-payer claims database.
Finally, leaders of medical organizations, such as
hospitals, health systems, and group practices,
including executives and governing boards,
should affirm and adhere to the ethical mandate
of putting patients’ needs first. Clinicians pledge
such an oath; so should those who lead health
care organizations.

PRINCIPLE 7 Our seventh principle is that
health systems should embrace data-driven
decision making and a culture of continuous
learning. The digital era now challenges health
systems to evolve beyond illness treatment
toward fostering thriving communities. This
shift, exemplified by initiatives such as Kaiser
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Permanente’s “Thrive” campaign, envisions
health care as highly collaborative and aimed
at optimizing overall wellness. This transformed
system should leverage digital technologies to
address both medical needs and SDOH, re-
imagining care delivery through data-driven,
preventive, and personalized strategies that con-
tribute to societal flourishing. Health systems,
supported by government, should develop better
population data sensitive to local and regional
community needs. Local or regional governance
entities may be needed to help guide this effort
and to ensure that providers and payers priori-
tize health over profits.

Americans should also be striving for a health
care system designed with systems thinking that
accounts for the processes, outcomes, and orga-
nizational dynamics of a complex adaptive sys-
tem. The US health care system should be
grounded in continuous learning, human-
centered design, and multidisciplinary collabo-
ration to deliver high-quality care that is co-
ordinated across the entire patient journey.
Adoption of the Learning Health System model
is essential to enable continuous improvement
in health care delivery based on real-world data
and deep understanding of patients’ needs.®

PRINCIPLE 8 Oureighth principle is that robust
governance and accountability measures are
necessary to protect the health and needs of com-
munities. Bold aims and new design require-
ments mean little without clarity of authority,
responsibility, and consequences for failure to
comply. At the root of current market failures
and shortfalls in governmental actions lies one
cause: The buck stops nowhere. Without much
stronger accountability to patients and the work-
force in health care, the United States will re-
main stalled at current levels of system perfor-
mance, or worse. Fragmented, siloed systems,
with varying costs, levels of access, and quality
will continue to plague Americans seeking care.

Congress should create a Health System Ac-
countability Board for systemwide oversight,
analogous to health policy commissions that al-
ready exist in several states, such as Massachu-
setts,* to monitor and report on transparency,
access, and affordability for the health care sys-
tem and organizations within it, and on quality
and equal treatment across the US. The Health
System Accountability Board should recommend
regulatory mechanisms and policy levers to sim-
plify administrative structures. To ensure inde-
pendence, as with the Federal Reserve, it should
have an odd number of members, appointed by
the president in staggered terms so no president
can control it, with members confirmed by the
Senate. This Health System Accountability Board
would have the authority to view all financial
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Why should Americans
not, as a nation, have
health and health care
that stand as a model
of excellence for the
world?

reports of health care entities. Board members
should be forbidden from owning stock in health
care entities while serving and for twenty years
after service. Congress should also forbid private
equity firms from acquiring, owning, or control-
ling established health care delivery organi-
zations.

The imbalance between the benefits that non-
profit hospitals receive and the resources they
offer to communities needs to be fixed. Congress
should thoroughly redesign the community ben-
efit requirements for nonprofit organizations,
to set uniform expectations, authentic commu-
nity benefit, patient financial assistance, and ac-
countability.” Tax-exempt status should require
participation in population health programs
linked to improved outcomes, such as account-
able care organizations, and the provision of
meaningful financial support, such as subsidies
and price reductions, for people with incomes
below 400 percent of poverty.

Conclusion
We fully recognize that many of the changes we
counsel, such as raising Medicaid payment rates
and increasing investments in primary care, will
require increased spending initially. Our pro-
posed path forward is impossible unless Ameri-
cans take equally seriously the need to stamp out
price gouging and waste. Administrative pricing
will need to be more actively used, high prices for
specialty services will need to be reconsidered,
health plan games such as upcoding in Medicare
Advantage will need to be ended, predictable
global payments will need to replace much of
fee-for-service payment, useless administrative
complexity will need to yield to simplification,
and much more thorough price transparency will
be required so that authentic competition can
emerge. Profiteering in its many forms must
be made unacceptable and, indeed, illegal.
Because of the persistent failure to prioritize
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patient and societal well-being, the United States
lags far behind its peers in key measures of
health and wellness, and its health care spending
imperils its economic future. Americans spend
by far the most in the world but do not have the
best care as a result—not even close. Incremental
reform has failed in the past and will not work in
the future. Only a systemic transformation can

achieve the goals of equitable, accessible, afford-

able, and high-quality health care for all Amer-
icans. The essential ingredient is sufficient
shared will. Together, the United States can build
a health care system that truly serves its popula-
tion without forcing them to choose between
health and other needs. Why should Americans
not, as a nation, have health and health care that
stand as a model of excellence for the world? m
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