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(#High U.S. health care spending due to greater use of medical technology, health care prices

(#1J.S. spends more on health care than other high-income countries but has worse outcomes

Abstract

This analysis draws upon data from the Organization for Economic Cooperation and Development and other
cross-national analyses to compare health care spending, supply, utilization, prices, and health outcomes
across 13 high-income countries: Australia, Canada, Denmark, France, Germany, Japan, Netherlands, New
Zealand, Norway, Sweden, Switzerland, the United Kingdom, and the United States. These data predate the
major insurance provisions of the Affordable Care Act. In 2013, the U.S. spent far more on health care than
these other countries. Higher spending appeared to be largely driven by greater use of medical technology
and higher health care prices, rather than more frequent doctor visits or hospital admissions. In contrast, U.S.
spending on social services made up a relatively small share of the economy relative to other countries.
Despite spending more on health care, Americans had poor health outcomes, including shorter life

expectancy and greater prevalence of chronic conditions.

"Maybe We Could Have Bought Him a Good Pair of Shoes': Why Peer Nations Spend Less on Health
Care but Stay Healthier

OVERVIEW


http://www.commonwealthfund.org/

Cross-national comparisons allow us to track the performance of the U.S. health care system, highlight areas
of strength and weakness, and identify factors that may impede or accelerate improvement. This analysis is
the latest in a series of Commonwealth Fund cross-national comparisons that use health data from the
Organization for Economic Cooperation and Development (OECD), as well as from other sources, to assess
U.S. health care system spending, supply, utilization, and prices relative to other countries, as well as a
limited set of health outcomes.!*? Thirteen high-income countries are included: Australia, Canada, Denmark,
France, Germany, Japan, Netherlands, New Zealand, Norway, Sweden, Switzerland, the United Kingdom,
and the United States. On measures where data are widely available, the value for the median OECD country
is also shown. Almost all data are for years prior to the major insurance provisions of the Affordable Care

Act; most are for 2013.

Health care spending in the U.S. far exceeds that of other high-income countries, though spending growth has
slowed in the U.S. and in most other countries in recent years.? Even though the U.S. is the only country
without a publicly financed universal health system, it still spends more public dollars on health care than all
but two of the other countries. Americans have relatively few hospital admissions and physician visits, but
are greater users of expensive technologies like magnetic resonance imaging (MRI) machines. Available
cross-national pricing data suggest that prices for health care are notably higher in the U.S., potentially
explaining a large part of the higher health spending. In contrast, the U.S. devotes a relatively small share of
its economy to social services, such as housing assistance, employment programs, disability benefits, and
food security.* Finally, despite its heavy investment in health care, the U.S. sees poorer results on several key
health outcome measures such as life expectancy and the prevalence of chronic conditions. Mortality rates
from cancer are low and have fallen more quickly in the U.S. than in other countries, but the reverse is true

for mortality from ischemic heart disease.

The Commonwealth Fund has supported a series of publications using OECD Health Data since 1998

What's new in this update?

Health care spending growth has slowed in recent years, both in the U.S. and internationally.

What remains the same?

Americans continue to far outspend other wealthy nations on health care but do not have better health outcomes.

KEY FINDINGS

The United States is the highest spender on health care. [Exhibits 1, 2]

Data from the OECD show that the U.S. spent 17.1 percent of its gross domestic product (GDP) on health
care in 2013. This was almost 50 percent more than the next-highest spender (France, 11.6% of GDP) and
almost double what was spent in the U.K. (8.8%). U.S. spending per person was equivalent to $9,086 (not

adjusted for inflation).



Since 2009, health care spending growth has slowed in the U.S. and most other countries. The real growth
rate per capita in the U.S. declined from 2.47 percent between 2003 and 2009 to 1.50 percent between 2009
and 2013. In Denmark and the United Kingdom, the growth rate actually became negative. The timing and
cross-national nature of the slowdown suggest a connection to the 2007-2009 global financial crisis and its

aftereffects, though additional factors also may be at play.’

Private spending on health care is highest in the U.S. [Exhibit 2]

In 2013, the average U.S. resident spent $1,074 out-of-pocket on health care, for things like copayments for
doctor’s office visits and prescription drugs and health insurance deductibles. Only the Swiss spent more at
$1,630, while France and the Netherlands spent less than one-fourth as much ($277 and $270, respectively).
As for other private health spending, including on private insurance premiums, U.S. spending towered over
that of the other countries at $3,442 per capita—more than five times what was spent in Canada ($654), the

second-highest spending country.®

U.S. public spending on health care is high, despite covering fewer residents. [Exhibit 2]

Public spending on health care amounted to $4,197 per capita in the U.S. in 2013, more than in any other
country except Norway ($4,981) and the Netherlands ($4,495), despite the fact that the U.S. was the only
country studied that did not have a universal health care system. In the U.S., about 34 percent of residents
were covered by public programs in 2013, including Medicare and Medicaid.” By comparison, every resident
in the United Kingdom is covered by the public system and spending was $2,802 per capita. Public spending
on health care would be even greater in the U.S. if the tax exclusion for employer-sponsored health insurance

(amounting to about $250 billion each year) was counted as a public expenditure.®

Despite spending more on health care, Americans have fewer hospital and physician visits. [Exhibit 3,
4]

The U.S. had fewer practicing physicians in 2013 than in the median OECD country (2.6 versus 3.2
physicians per 1,000 population). With only four per year, Americans also had fewer physician visits than the
OECD median (6.5 visits). In contrast, the average Canadian had 7.7 physician visits and the average

Japanese resident had 12.9 visits in 2012.

In the U.S., there were also fewer hospital beds and fewer discharges per capita than in the median OECD

country.

Americans appear to be greater consumers of medical technology, including diagnostic imaging and
pharmaceuticals. [Exhibit 5, 6]


http://www.commonwealthfund.org/interactives-and-data/chart-cart/issue-brief/us-health-care-global-perspectives-oecd/health-care-spending-as-a-percentage-of-gdp

The U.S. stood out as a top consumer of sophisticated diagnostic imaging technology. Americans had the
highest per capita rates of MRI, computed tomography (CT), and positron emission tomography (PET)
exams among the countries where data were available. The U.S. and Japan were among the countries with the
highest number of these imaging machines.’

In addition, Americans were top consumers of prescription drugs. Based on findings from the 2013
Commonwealth Fund International Surveys, adults in the U.S. and New Zealand on average take more

prescription drugs (2.2 per adult) than adults in other countries.

Health care prices are higher in the U.S. compared with other countries. [Exhibit 7]

Data published by the International Federation of Health Plans suggest that hospital and physician prices for
procedures were highest in the U.S. in 2013.1° The average price of bypass surgery was $75,345 in the U.S.
This is more than $30,000 higher than in the second-highest country, Australia, where the procedure costs
$42,130. According to the same data source, MRI and CT scans were also most expensive in the U.S. While
these pricing data are subject to significant methodological limitations, they illustrate a pattern of

significantly higher prices in many areas of U.S. health care.

Other studies have observed high U.S. prices for pharmaceuticals. A 2013 investigation by Kanavos and
colleagues created a cross-national price index for a basket of widely used in-patent pharmaceuticals. In
2010, all countries studied had lower prices than the U.S. In Australia, Canada, and the United Kingdom,

prices were about 50 percent lower.!!

The U.S. invests the smallest share of its economy on social services. [Exhibit 8]

A 2013 study by Bradley and Taylor found that the U.S. spent the least on social services—such as retirement
and disability benefits, employment programs, and supportive housing—among the countries studied in this
report, at just 9 percent of GDP.!? Canada, Australia and New Zealand had similarly low rates of spending,
while France, Sweden, Switzerland, and Germany devoted roughly twice as large a share of their economy to

social services as did the U.S.

The U.S. was also the only country studied where health care spending accounted for a greater share of GDP
than social services spending. In aggregate, U.S. health and social services spending rank near the middle of

the pack.

Despite its high spending on health care, the U.S. has poor population health. [Exhibit 9]

On several measures of population health, Americans had worse outcomes than their international peers. The
U.S. had the lowest life expectancy at birth of the countries studied, at 78.8 years in 2013, compared with the
OECD median of 81.2 years. Additionally, the U.S. had the highest infant mortality rate among the countries
studied, at 6.1 deaths per 1,000 live births in 2011; the rate in the OECD median country was 3.5 deaths.



The prevalence of chronic diseases also appeared to be higher in the U.S. The 2014 Commonwealth Fund
International Health Policy Survey found that 68 percent of U.S. adults age 65 or older had at least two

chronic conditions. In other countries, this figure ranged from 33 percent (U.K.) to 56 percent (Canada).!3

A 2013 report from the Institute of Medicine reviewed the literature about the health disadvantages of
Americans relative to residents of other high-income countries. It found the U.S. performed poorly on several
important determinants of health.'* More than a third of adults in the U.S. were obese in 2012, a rate that was
about 15 percent higher than the next-highest country, New Zealand. The U.S. had one of the lowest smoking
rates in 2013, but one of the highest rates of tobacco consumption in the 1960s and 1970s. This earlier period
of heavy tobacco use may still be contributing to relatively worse health outcomes among older U.S. adults.!?
Other potential contributors to the United States’ health disadvantage include the large number of uninsured,

as well as differences in lifestyle, environment, and rates of accidents and violence.

The Institute of Medicine found that poorer health in the U.S. was not simply the result of economic, social,
or racial and ethnic disadvantages—even well-off, nonsmoking, nonobese Americans appear in worse health

than their counterparts abroad.

The U.S. performs well on cancer care but has high rates of mortality from heart disease and
amputations as a result of diabetes. [Exhibits 10, 11, 12]

One area where the U.S. appeared to have comparatively good health outcomes was cancer care. A 2015
study by Stevens et al. found that mortality rates from cancer in the U.S. were lower and had declined faster
between 1995 and 2007 than in most industrialized countries.'® Other research based on survival rates also
suggests that U.S. cancer care is above average, though these studies are disputed on methodological

grounds.!”

The opposite trend appears for ischemic heart disease, where the U.S. had among the highest mortality rates
in 2013—128 per 100,000 population compared with 95 in the median OECD country. Since 1995, mortality
rates have fallen significantly in all countries as a result of improved treatment and changes in risk factors.'®
However, this decline was less pronounced in the U.S., where rates declined from 225 to 128 deaths per
100,000 population—considerably less than countries like Denmark, where rates declined from 242 to 71

deaths per 100,000 population.

The U.S. also had high rates of adverse outcomes from diabetes, with 17.1 lower extremity amputations per

100,000 population in 2011. Rates in Sweden, Australia and the U.K. were less than one-third as high.

DISCUSSION

Health care spending in the U.S. far exceeds that in other countries, despite a global slowdown in spending
growth in recent years. At 17.1 percent of GDP, the U.S. devotes at least 50 percent more of its economy to

health care than do other countries. Even public spending on health care, on a per capita basis, is higher in the



U.S. than in most other countries with universal public coverage.

How can we explain the higher U.S. spending? In line with previous studies,'” the results of this analysis
suggest that the excess is likely driven by greater utilization of medical technology and higher prices, rather

than use of routine services, such as more frequent visits to physicians and hospitals.

High health care spending has far-reaching consequences in the U.S. economy, contributing to wage
stagnation, personal bankruptcy, and budget deficits, and creating a competitive disadvantage relative to other
nations.?? One potential consequence of high health spending is that it may crowd out other forms of social
spending that support health. In the U.S., health care spending substantially outweighs spending on social
services. This imbalance may contribute to the country’s poor health outcomes. A growing body of evidence
suggests that social services play an important role in shaping health trajectories and mitigating health
disparities.”!?> Additional cross-national research is needed to better understand the relationship between

social services and health, as well as other health determinants like lifestyle and environment.

New care models that reward health care providers based on their patient population’s health outcomes (e.g.,
accountable care organizations) are an interesting development. Such accountability could create a business
case for health care providers to invest in certain social services or other nonclinical interventions, if doing so
would be a cost-effective way to improve patients’ health.?? Over the long term, such a strategy could

potentially alter the current balance between health and social services spending.

METHODS

The Organization for Economic Cooperation and Development (OECD) annually tracks and reports on a wide range of
health system measures across 34 high-income countries, from population health status to health care spending and
utilization. This analysis examined 2015 OECD health data for 13 countries: Australia, Canada, Denmark, France,
Germany, Japan, Netherlands, New Zealand, Norway, Sweden, Switzerland, the United Kingdom, and the United States.
This brief presents OECD data for the year 2013 or, if not available, for 2012 or 2011. The median for all available OECD
countries is included in Exhibits 2, 3, 4, 5, 9, and 11; it is excluded for some indicators because of incompleteness of data.

All currency amounts are listed in U.S. dollars (USD) and adjusted for national differences in cost of living.

Data are also included from a report by the International Federation of Health Plans (2013) on prices of hospital
procedures and diagnostic tests; an analysis by Kanavos and colleagues (2013) on branded drug prices and spending,
originally published in Health Affairs; results from the Commonwealth Fund 2013 and 2014 International Health Policy
Surveys, which were published in Health Affairs; an analysis by Stevens and colleagues (2015) on cancer mortality,
originally published in Health Affairs; and a book by Bradley and Taylor (2013), The American Health Care Paradox:
Why Spending More Is Getting Us Less, on social services and health.
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