
Prepublication draft –please don’t cite or distribute 

Ten Myths and Realities about Controlling US Health Care Costs   
Jeff Levin-Scherz, MD MBA  
July 20, 2019 
 
 
Health care in the US costs too much. Medical costs squeeze patients, who face financial insecurity and 
even bankruptcy.  Medical costs threaten employers, who constrain salaries and decide not to hire 
additional workers.  Government face higher medical expenses, and underfund education and bridge 
repair.  
 
Further, health care is more expensive in the US than anywhere else in the world.  We spend about 
twice as much of our gross domestic product on health care as other developed countries, but our life 
expectancy is lower and we have the highest maternal mortality in the developed world.   
 
Still, research has led to effective treatments for rare diseases that would have been unthinkable just a 
few years ago. Our medical delivery system provides good jobs for over 13 million Americans.  We want 
health care with no limits, and at much lower total costs.  
 
Many pundits and entrepreneurs and policymakers have strongly-held ideas about how to cure 
uncontrolled increases in health care costs, but some are based on fundamental misunderstandings of 
the underlying causes.  We must concentrate our efforts where they will most effectively address our 
high costs, and we will fail if we base our solutions on false assumptions.    
 
Here are charts to demonstrate ten critical health care cost myths, with prescriptions for how to 
overcome these myths. 
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Myth One:  Health care cost increases in the US are due to 
overutilization of medical care.  
 
Reality: US has low levels of facility and professional and drug 
utilization compared to other developed countries 
 

Chart 1: Total increases in cost are driven by price increases,  
not by utilization increases (2013-2017) 

 

Price increases make up the overwhelming majority of the increase in total cost of care in the 
Health Care Cost Institute database, which incorporates data from 50 million Americans with 
employer sponsored health insurance. Source: 2017 Health Care Cost and Utilization Report, 
Health Care Cost Institute, 2019 LINK   

There are certain services that we over-utilize compared to the rest of the world, like MRI scans and 
back surgery.   But we have fewer and shorter hospitalizations, fewer prescriptions, and fewer physician 
office visits than other developed countries.  Yes, we could save a lot of money if we stopped doing 
cardiac stents on those with no symptoms, and knee arthroscopy on middle aged people with meniscal 
tears.  But our overall cost problem is largely a price issue.   
 
We could provide universal access and dramatically lower health care spending if we could "simply" 
reprice US health care at the rates of any other developed country in the world.   
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Antidote:  Focus more of our attention at lowering unit costs in health care, and concentrate efforts to 
decrease utilization in the areas where we have demonstrable overuse.  
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Myth Two:  Health care costs are rising because we’re getting older, 
more obese, and sicker 
 
Reality: We are not getting sicker 
 

Chart 2a: Aging and Population Growth represent a small portion of the increase 
in total medical costs.  

 
Increasing age and population growth represent a small portion of the increase in the cost of 
health care in the US.  In most time periods, unit price is the cause of increased cost, although 
utilization and intensity of services was a substantial contributor from 2014-17, as we came out 
of the Great Recession and implemented the Affordable Care Act. Source: Keehan SP, Stone DA, 
Poisal JA, et al. National Health Expenditure Projections, 2016–25: Price Increases, Aging Push Sector 
To 20 Percent Of Economy. Health Affairs 2017; 36(3):553–63. Link 
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This chart shows age adjusted death rate for major chronic diseases.  Chronic diseases are draining 
our wallets, but we are better at preventing deaths.  Source: Ma J, Ward EM, Siegel RL, Jemal A. 
Temporal Trends in Mortality in the United States, 1969-2013. JAMA.2015;314(16):1731–1739  
Link   

 

We are aging demographically – but this and population growth represent a small portion of our 
increased medical costs. Our rate of premature cardiac disease has plummeted by over half over just 
four decades even as we are becoming more obese.  Some of this decrease is due to better medical 
care, including invasive cardiology and aggressive cholesterol therapy.  But most is due to a dramatic 
decline in our cigarette smoking rate.  We have more diabetics, which increases costs.  However the cost 
of insulin has gone up by a factor of 7 to 9 since 1991.   We definitely want to improve health behaviors 
and prevent illness – but we will only control total medical expenses if we control unit costs.   

 

Antidote: Focus our attention on unit costs, especially for treatment of chronic diseases.  Americans 
would gain enormous benefit and some cost savings from living healthier lives, but we will continue to 
be an international outlier if we do not lower our unit costs. 
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Myth Three:  Preventive care and earlier diagnosis of disease will 
lower total medical costs 
 

Reality: Preventive care saves money only because of childhood 
vaccinations 

  

This chart shows impact of various services on medical cost per person per year, and demonstrates that 
the bulk of savings from preventive care comes from childhood vaccinations.  Source: Maciosek MV, 
Coffield AB, Flottemesch TJ, Edwards NM, Solberg LI. Greater use of preventive services in U.S. health 
care could save lives at little or no cost. Health Aff. 2010;29(9):1656-1660 LINK 

 
We should encourage increased evidence-based preventive care because these services can lead to 
longer, higher quality lives.  Preventive services do lower medical costs, but this is largely driven by 
childhood vaccinations.  Most other preventive services, such as cancer screening or counseling, 
increase costs.  We can save more lives with early diagnosis - and we should promote screening that is 
recommended by the US Preventive Services Task Force.  Cost-effective preventive care “only” saves 
lives; it doesn’t save money!  
  
Antidote:  Improve our vaccination rates, and make thoughtful investments in other preventive 
services to improve quality of life without expecting short or long-term cost savings 
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Myth Four:  Increasing patient "skin in the game" by increasing point 
of service cost sharing will make patients into better consumers and 
lower health care costs 
 
Reality: Faced with higher costs, patients defer both high and low 
value care 

  
This chart compares women who moved to a high deductible health plan with women who did not, and 
shows that HDPH enrollment was associated with later diagnosis and treatment. Source: Wharam JF, 
Zhang F, Lu CY, et al. Breast cancer diagnosis and treatment after high-deductible insurance 
enrollment. J Clin Onc. 2018;36(11):1121-1127 LINK   
 
Some policymakers worry about the moral hazard that patients will seek unnecessary, low-value medical 
care as long as the cost of that care is being paid by others. Thus they prefer insurance that offers 
catastrophic coverage only - allowing patients to pay for routine and non-catastrophic care from their 
own pockets.  Consumer cost sharing has increased dramatically in real dollars over the last decade - 
and 58% of employees report a deductible of over $1000 for single coverage, and 26% report a single 
deductible of $2000.   
  
But about 50% of total costs are spent on people in the top 5% of costs. Each has total expenses 
approaching $100,000, and most are already paying the maximum out of pocket cost, and could afford 
no additional cost sharing. Those with catastrophic conditions need to focus their attention on their 
illness and treatment, and are not likely to have capacity or the incentive to be “good shoppers.”  
  
The US and Switzerland have the largest amount of patient cost sharing, and in most surveys are the two 
countries with highest overall medical costs.  Further, studies of patients converting to high deductible 
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health plans show decreased utilization of both high and low value services, and don't show any 
evidence of more "shopping behavior" even for services like high cost imaging.   
 
 Antidote: Consider 'value based insurance design,' to vary consumer cost sharing based on the value 
of the service. This could mean that vaccines and diabetic supplies would have no or low out of pocket 
costs, but frequently overused tests like vitamin D assays or procedures like arthroscopic knee surgery 
for those over 50 would have high cost sharing.  We should focus our policy attention on providers, 
who make many of the most financially impactful medical decisions.  
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Myth Five: Training more primary care physicians will lower medical 
costs 
 
Reality: Every additional doctor will lead to more total costs 

  
This chart shows that primary care doctors drive substantial system costs far in excess of their incomes.  
Source: Merritt Hawkins Annual Survey, 2016 LINK    
 
Our ratio of primary care physicians to specialists is among the lowest of developing counties, but if we 
could train thousands more primary care physicians and we continue to train the same number of 
specialists, our costs would likely go up, not down. Primary care costs are under 7% of all medical costs, 
but each primary care physician is responsible for costs far in excess of her take-home pay.  There is a 
shortage of all physicians in rural areas that training more primary care physicians will not solve. 
Americans can obtain excellent primary care access through the existing supply of primary care 
physicians augmented by physician assistants and nurse practitioners.  
  
  
Antidote: Repeal "guild" laws that prevent some non-physician providers like physician assistants and 
nurse practitioners from practicing at the "top" of their licenses.  
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Myth Six: Consolidated providers will lower costs by better 
coordinating care  
 
Reality: Consolidated providers obtain higher unit prices   
  

 
 
This chart shows that costs per office visit are substantially higher in markets with the most 
provider concentration, compared to markets with lower provider concentration.  Source: Baker 
LC, Bundorf MK et al. Physician Practice Competition and Prices Paid by Private Insurers for 
Office Visits. JAMA. 2014;312(16):1653–1662  LINK  
 
Mergers and acquisitions of health care providers have increased their leverage and driven unit costs 
higher.  Providers often promise that scale will increase their ability to invest in infrastructure to 
improve care coordination and thus lower overall costs, but we rarely see this result. Further, the 
investment to build systems is expensive, and larger provider organizations gain substantial competitive 
advantage which allows them to command higher prices.   Competition in care delivery can help 
promote innovation and lower overall cost, and the level of competition in the US has declined as our 
costs have continued to climb.  
   
Antidote: Vigorously enforce antitrust laws - and prevent anticompetitive mergers, rather than relying 
on hard-to-enforce "conduct remedies" to try to prevent monopolist behavior after a merger. 
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Myth Seven:  Conversion of payment from fee for service to 
alternative payment models (APMs) will necessarily lower total 
medical cost 
 
Reality: Not all alternative payment models will yield savings 
  

 
 
Over 3 years, the Medicare Shared Savings plan was associated with $144 million in savings – 
and physician-led groups, which are in decline, were responsible for all savings.  Total amount 
saved represents 0.01% of Medicare spending. Source: McWilliams, J. M. et al. (2018) Medicare 
Spending after 3 Years of the Medicare Shared Savings Program, New England Journal of 
Medicine, 379(12), pp. 1139–1149. Link  
 
Fee for service encourages higher utilization in general, and can lead to massive overutilization of high 
fixed cost services - where the margin is especially high for incremental volume.  That's part of why we 
use more high technology in the US.  However, there are many services that will likely remain fee for 
service for some time, including care in rural areas, care for rare diseases, and quaternary care in 
academic medical centers. Further, fee for service is the foundation of most APMs - so its inequities and 
inefficiencies are transmitted to new payment models.    
 
APMs can even increase costs!  For instance, if many provider organizations agree to "upside only" 
contracts where they are paid a share of "savings" if they are below budget - health care total costs 
could go up due to bonus payments based on randomness alone rather than improved 
performance.  Most studies of accountable care organizations and patient centered medical homes have 
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shown at best small savings, and these are often not achieved in the first years of conversion. Fee for 
service is the predominant payment method in the world, including in countries which have much lower 
costs and much better outcomes than the United States.  
  
Antidote:  Seek to implement alternative payment models preferentially where utilization of low value 
services are high.   Adjust fee for service prices downward for services with high margin and known 
overutilization.   
 
Most developed countries regulate prices, but price regulations are unlikely to be adopted at this point 
in the US.  Medicare Advantage plans have achieved high enrollment levels and high member 
satisfaction and are competitive in many markets largely because they benefit from price ceilings, 
which might be a more tolerable form of price control.  
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Myth Eight: Information technology like electronic medical 
records will lead to lower costs 
 
Reality: Information technology can enable higher revenue capture 
  
 

 
Chart 8 shows that providers gain increased revenue when they use electronic medical records, 
contradicting claims that EMRs will lower costs. Source: Edwardson, N, Kash, BA, Janakiraman, R, 
"Measuring the Impact of Electronic Health Record Adoption on Charge Capture" Med Care 
Research and Rev, 2017, 74:582-594, LINK  
  
 
Researchers in 2005 suggested that movement to interoperative health information exchanges could 
save $77 billion a year.  Alas, most electronic systems have been optimized to increase charge capture 
and to increase the number of diagnoses billed - to make a population look as sick as it can look so that 
providers can gain additional risk adjustment payments.  Physicians complain about documentation 
time, and the ability to “cut and paste” makes it easy to justify higher billing codes.   
 
Electronic systems are necessary - and I wouldn't practice medicine without one.  But they are a huge 
capital expense and they tend to increase, rather than decrease cost.   
  
Antidote: Demand increased interoperability of electronic medical records, and develop standards to 
require systems to easily provide patients access to their own information. This can better empower 
patients, and should give provider systems more leverage in price negotiations by increasing 
competition among electronic health providers by decreasing switching cost. 
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Myth Nine:  Cost-effective drugs or services will lower total health 
care costs 
 
Reality: Cost effective is not the same as cost saving! 

  
Some commentators suggested that Hepatitis C medications would lower total costs by 
preventing liver transplants. This assessment shows that the cost savings represent only about a 
quarter of the incremental cost of the new medications.  Source: Chhatwal J, Kanwal F, Roberts 
MS, Dunn MA. Cost-Effectiveness and Budget Impact of Hepatitis C Virus Treatment With 
Sofosbuvir and Ledipasvir in the United States. Ann Intern Med. 2015;162:397–406 Source  
 
There's a big difference between cost-effective services (we can gain additional quality adjusted life 
years (QALYs) for a reasonable price, generally under $100,000 per QALY) and cost-saving services (we 
get QALYs and we save money).  Very few medical services lower medical costs compared to doing 
nothing.   
  
A good case study is the excellent and expensive new drugs that cure Hepatitis C.  Some advocates 
suggested that they could save money through obviating the need for some liver transplants.  But liver 
transplants are rare enough even among those with late stage Hepatitis C that the drugs can't possibly 
lower the medical budget. 
 
Antidote: Incorporate cost effectiveness analysis into approval process for drugs and devices and 
procedures.  This will allow negotiating lower prices for drugs and devices that have not proven to be 
of high value.   
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Myth Ten:  Personalized medicine and genetic screening tests will 
lower health care costs. 
 
Reality: If personalized medicine yields better results, expect to pay 
more! 
 
Chart 10: The prices of drugs or medical services are set to capture the value they 

create 

  
 
 
 
There will certainly be a few examples where having a genetic test will preempt dangerous, 
uncomfortable, and expensive chemotherapy. But in most instances if a test could save on average 
$10,000 and prevent a lot of side effects, its price will be higher than $10,000.    
 
Current genetic screening tests are dramatically less expensive than their predecessors - but if 7% of 
those tested are found to be at increased risk for a future cancer and each of them requires $1000 a 
year of follow-up screening tests, the costs of addressing those who are at higher risk will be 
dramatically higher than the future medical cost savings.   You might want to be have genetic screening 
tests- but health policy experts and health care purchasers should not believe for a nanosecond that 
these tests will save money! 
 
Personalized medicine has achieved amazing feats, including curing previously incurable cancers. But the 
cost is large. The first two CarT drugs, which use modified white cells of the patient to attack cancer, are 
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sold for between $375,000 and $450,000.  A drug which could help hemophiliacs produce blood clotting 
factors could cost as must as $1.5 million  
  
Antidote:  Consider cost-effectiveness in approval of genetic tests or genomic medicines.  Sharing risk 
across the entire community (rather than employer by employer) could help us spread out the high 
costs of valuable treatments that are only relevant to a handful of people. A larger pool for these 
expensive therapies could also allow for more vigorous negotiation with pharmaceutical companies. 
New methods of payment could be designed that would recognize the lag between treatment and 
future cost avoidance, but unless we control the prices, we will continue to see the cost of health care 
increase. 
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Conclusion:  

There are actions that individuals, businesses, and government can take that will genuinely lower the 
cost of health care.   Efforts to decrease air pollution have saved tens of thousands of lives, and have 
lowered health care costs.   Cigarette taxes have been one of the elements that have led to dramatic 
declines in smoking-related disease and cost without incurring new costs or angering health care 
providers.  Elimination of trans fats from prepared food helps prevent heart disease.  Childhood 
vaccinations save lives and save money, and preparedness for epidemics can prevent huge economic 
losses.  

 

Broad public policy efforts to lower health care costs in the medical system can bring on fierce 
opposition, as medical care delivery is the largest nongovernmental employer in most communities, and 
our costly health care is responsible for enormous amounts of individual wealth.   But we cannot control 
overall costs without addressing our high unit prices.  

 

Health care cost increases are important, as they can limit access to care and threaten the financial 
health of families, businesses, and even governments.  Health care cost increasingly "crowds out" other 
important social priorities - including investments that are important to public health, such as education, 
transportation, and housing.  Ironically, many public health programs are underfunded in part because 
of high costs in the medical delivery system.   

 

Overcoming these ten myths can help us concentrate attention and resources on interventions most 
likely to genuinely lower health care costs.  

 
 
Jeff Levin-Scherz, MD MBA FACP is the North American Co-Leader of the Health Management Practice of 
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School of Public Health.  


