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“Houston … We have a problem …”
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Notes: Current expenditures on health. Based on System of Health Accounts methodology, with some differences between country methodologies. 
Data: OECD Health Data, Aug 2022.
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What are we doing about it?
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Media Payers Providers Government

Affordable Care Act
— 31 major components
— 14 related to insurance 

eligibility, coverage, 
markets and insurance 
pricing controls

— Six Medicare 
reimbursement changes 
(including ACOs)

— Seven taxes or tax credits
— Four other items
Inflation Reduction Act
— Medicare price 

negotiations with Pharma
— Medicare drug rebates
— Expanded Medicare Part 

B & D benefits
— Extended ACA subsidies

— Medical Management
— Authorizations
— Pay for Performance
— Generic drugs
— Formularies

— Substitute care settings
— Quality Improvement
— Utilization Management
— SOPs
— Technology

— Uninsured
— Emergency room visits
— Pharmaceutical prices
— Malpractice
— Greedy insurance 

companies
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Ross Perot, October 11, 1992
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We got the most expensive health care system in the world; 
it ranks behind 15 other nations when we come to life 
expectancy, and 22 other nations when we come to infant 
mortality. So we don't have the best.

Pretty simple, folks -- if you're paying more and you don't 
have the best, if all else fails go copy the people who have 
the best who spend less, right?

Well, we can do better than that.
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Four health systems around the world
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Single payer Bismarck

Cash/Fee for service National Health Service
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Four health systems around the world U.S.A.
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Single payer Bismarck

Cash/Fee for service National Health Service
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What if we were Canada?
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Difference

Healthcare Proportion of GDP (2020) 19.7% 13.7% 6%

Per Capita Healthcare Spending
2020 current USD $12,530 $5,920 -$6,610

Payment Sources
Government 50.6% 75.1% +24.5%

Insurance 30.0% 11.5% -18.5%

Out of Pocket 9.4% 13.4% +4.0%

Per Capita Payments by Source
Government $6,340 $4,446 $(1,894)

Insurance $3,759 $681 $(3,078)

Out of Pocket $1,178 $793 $(385)

% of Govt Budget spent on Healthcare 32.5% 28.2% -4.3%

Potential Per Capita Government Savings $ 1,894 

U.S. Population 330 million

Total Government Savings $ 625 billion
Sources: 
National Healthcare Expenditure, 2021
Canadian Institute for Healthcare Information, 2021
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Three possible reasons

Americans use more healthcare

American healthcare is better

American healthcare is inefficient
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Do Americans use more 
healthcare?
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Annual inpatient discharges per 100K
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Three possible reasons

Americans use more healthcare

American healthcare is better

American healthcare is inefficient
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Is American healthcare 
better?
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Life expectancy at birth – 2019
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Source: OECD, Health at a Glance, 2021

Japan
Switzerland
Spain
Korea
Sweden
Australia
France

Denmark
UK
Germany
Chile

Life Expectancy Trends
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Infant Mortality, 2020, per 1000 live births
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The United States spends much more money on health care than 
any other country. Yet Americans die sooner and experience more 
illness than residents in many other countries. While the length of 
life has improved in the United States, other countries have gained 
life years even faster, and our relative standing in the world has 
fallen over the past half century.

The report identifies a number of misconceptions about the causes 
of the nation’s relatively poor performance. The problem is not 
simply a matter of a large uninsured population or even of social 
and economic disadvantage. It cannot be explained away by the 
racial and ethnic diversity of the U.S. population. The report 
shows that even relatively well-off Americans who do not smoke 
and are not overweight may experience inferior health in 
comparison with their counterparts in other wealthy countries. 

- U.S. Health in International Perspective: Shorter Lives, Poorer Health
- 2013, National Research Council and Institute of Medicine of the National 

Academies
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Deaths from preventable & treatable conditions
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Three possible reasons

Americans use more healthcare

American healthcare is better

American healthcare is inefficient
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Understanding the 
problem
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Costs: U.S. vs. Canada 
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$13,000

Excess payer administrative $918

Unexplained difference $1,316

Excess provider administrative
$1,418

Canada: Per capita healthcare cost  
$5,920

Malpractice/defensive medicine $196

Nursing salary surplus $293

Excess capital investment $1,009

Excess provider margin $559

Excess pharmaceutical costs $372

Physician salary surplus $529

Compiled and extrapolated from multiple sources

$3,652
55% of the 
difference
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U.S. Avg 
9.4%

Canada 
3.1%

Payer-side administrative costs
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Provider-side administrative costs
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Hospital Medical Group Practice

Medical care as % of revenue Admin % of total revenue

Source: Kahn, J.G., et al. (2005). The Cost of Health Insurance Administration in California: Estimates 
for Insurers, Physicians, and Hospitals. Heath Affairs, 24(6), 1629-1639.
*Billing and insurance-related figures represent a portion of total administrative spending.
**10.8% is the high estimate of the range; figure could be as low as 6.6%.

In combination, 
payer administrative 
costs and provider 
administrative costs 
consume between 
30% and 33% of 
every healthcare 
dollar – in total, 
nearly a TRILLION 
dollars each year.
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Billing and Insurance-Related Micro-costing
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“… BIR costs represented 14.5 percent of the total professional revenue for primary care visits”
“… BIR costs in the United States are primarily driven by the high cost of coding …”

Source: HEALTH AFFAIRS 41,   NO. 8 (2022
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Provider 
administrative costs

Non-IT IT
-20%

30%

80%

130%

180%

230%

280%

330%

2007 2008 2009 2010 2011 2012 2013 2014 2015

IT Operating IT Capital US HC Spend

Source: HIMSS Analytics

IT: A large – and growing – administrative cost

39
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Reducing IT Costs

40

1
2
3
4
5
6

Demand Management

Resource Management

Application Rationalization

IT Service Management

Cloud Transformation

Technology Business Management
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IT Demand Management Process

Top Down
Opportunity 
Generation

Bottom up Opportunity 
Identification

Cross-Group 
Prioritization

• Qualify, 
quantify

• Align with 
Strategy

• Prioritize

Effort 1
Effort 2
Effort 3
Effort 4
Effort 5
Effort 6
Effort 7

Q1 Q2 Q3 Q4

Roadmap

Execution

Benefit 
Tracking

Opportunity 
Management & 

Governance

Opportunity 
Identification

Effort 
Management

Benefit Realization 
Tracking

Forecasting and Demand 
Management

Project 
Management

(PMO)

Redeployment of 
Benefits

Tracking & Forecasting 
Model

% Benefit 
Implemeted

HC OT R HC OT R HC OT R HC OT R HC OT R HC OT R HC OT R HC OT R

BaseLine 29 10% 5000 26 10% 44 10% 47 10% 33 10% 22 10% 27 10% 29 10%

Cumulative Benefits 0.5 0 0 0.5 0 0 0 0 0 1 0 0 2 0 0 1 0 0 2.5 0 0 0 0 0

Effort 1 100% 0.5 0.5
Effort 2 100% 2
Effort 3 100% 1 2.5
Effort 4 50% 1

Prospective Effort

Tax KM

Centralized Accounting Services

Estimated Benefits per Effort:

Portfolio Accounting Client
(PACT)

Complex  Accounting
(CAT)

Accounting Control 
(ACT)

Accounting Distribution
& Pricing  (ADAPT)

Reporting TO

Dashboard
Functional TeamsThroughput ( R )

Headcount 
(HC)

Overtime 
(OT)

Baseline 
R

Productivity (P) 
= R / (HC+OT) 

Current HCCurrent OTCurrent RCurrent PHead CountOvertimeThroughput

Portfolio Accounting Client
(PACT)

Accounts2910%5000156.7290.055100167.5173.026.30%5519

Complex  Accounting
(CAT)

2610%0.0

Accounting Control 
(ACT)

4410%0.0

Accounting Distribution
& Pricing  (ADAPT)

4710%0.0

Reporting3310%0.0

TO2210%0.0

Tax2710%0.0

KM2910%0.0

Target 
(Potential) 

Productivity[R 
/ (HC+OT) ]

Potential Impacts to HC, OT, Throughput Current 
(as of dd/mm/yy)

Baseline
(Q1 2016)

“Striking Commitment”

“Productivity” Measures

1
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Demand Supply Technology Supply Chain
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Projects 
(Investments)

IT Services (planning, 
development, help desk, 
maintenance, asset 
management, security)

Projects 
(Investments)

Goal: Maximize IT ROI

Effectively organize and deliver 
resources to support business 

operations, improve 
productivity, and support/drive 

business growth
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Technology (Existing)

IT Staff
 Planning and 

Management
 Delivery (development 

and deployment)
 Operations

IT Budget or Capital
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Key Metric: Business Return from 
Current and Planned IT 

Investments

Key Metric: Quality and Cost of IT 
Assets and Services
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IT Resource Management Process2
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IT Customers
End Users & 

Business Units

Customer Demands:
•How Do I?

•Something is Broken

•Forgot Password

•Need a Laptop

•Want a Report

•Want a New Application

•Need a Server

•Change my Access

Demand

Delivery

SERVICE
STRATEGY

SERVICE
OPERATION

SERVICE
TRANSITION

SERVICE
DESIGN

RELEASE 
MANAGEMENT 

CHANGE 
MANAGEMENT

SERVICE 
PORTFOLIO 
MANAGEMENT

PROJECT AND 
PORTFOLIO 
MANAGEMENT

IT COST 
MANAGEMENT

IT 
GOVERNANCE

SERVICE 
CATALOG 
MANAGEMENT

SOFTWARE 
DEVELOPMENT 
LIFECYCLE

IT ASSET AND 
CONTRACTS

SERVICE LEVEL 
MANAGEMENT

CMDB& 
DISCOVERY 
ENGINE

REQUEST 
FULFILLMENT

KNOWLEDGE 
DATABASE

PROBLEM 
MANAGEMENT

INCIDENT 
MANAGEMENT

IT Service Management

Demand

Delivery

                 
         

IT service management under performance results in degraded clinical and operational productivity, 
and diverts other IT resources (infrastructure, applications, security, etc.) to incident and request 
management – reducing available resources in these areas.

IT Service Management

43
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Improved alignment with current 
technology standards
Application portfolios that align to a 
single set of technical standards are 
cost efficient, more reliable, and 
improves an organization’s ability to 
develop sophisticated staff skills.

Reduce redundancies and 
complexities
Identify applications that perform 
similar or identical functions for 
different parts of the enterprise and 
retire them. This can also lead to 
standardized and streamlined 
processes.

Increased operational efficiency
Each application in use requires some 
amount of support from internal or 
external staff. Support requirements –
and the associated costs – can be 
reduced by rationalizing the 
application portfolio.

Better governance over future 
application investments
An application portfolio governance 
framework provides criteria for 
making decisions about investing in 
new or updated applications to 
ensure that the organization realizes 
actual benefits.

Enhanced Organization-IT alignment
Evaluate each application’s 
contribution to the enterprise’s 
strategic objectives can help to 
ensure that IT investments are driving 
the business.

Application (etc.) Rationalization

44
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SaaS-based technology means there is a potential 30% reduction in IT cost of ownership.

On-Premise (CAPEX) Cloud (OPEX)

12% Software Licenses and 
Support 68% Subscription

Fees

Regression TestingCustomization

Hardware

IT Personnel

Maintenance Agreement

Periodic Upgrade Programs

Reimplement
(5–10 years)

Continuous supplier
IT improvements

Training

Training

45

Cloud Transformation5
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TBM Benefits

Business Alignment
Processes and tools to capture 
business requirements

Budgeting 
Multi-year financial plans and 
continuous monitoring

KPIs
IT-specific financial and operational 
metrics and indicators

Investment Criteria
Methodologies & tools to evaluate 
IT investment based on benefit

Forecasting and Planning
Capacity planning, demand 
forecasts, resource planning

Project Evaluation
Processes to assess IT project 
success and IT’s performance

Business Linkage
Increased responsiveness to clinical 
and business needs

Impact
Low value work replaced with high 
value work 

ROI
IT is able to demonstrate financial 
returns from its contributions

Budgeting Accuracy
More reliable IT project and 
operating estimates 

Lower IT Costs
Reduced overhead burden on 
clinical areas

Scalability
IT costs better aligned to patient 
volumes

TBM Capabilities

Technology Business Management6

46
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“… the right 
combination of 
technology and 
institutional culture 
can lead to important 
gains in quality and 
value.”

-John Halamka, MD
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“Productivity growth in the United States has 
averaged 2.5 percent annually since the mid-
1990s. In medical care, over the same period, 
reported productivity growth is negative: 
official data indicate that we are spending 
more to get less.”

“A second question is why is it that the health 
sector has failed to gain the productivity 
improvements found in other industries. There 
are undoubtedly opportunities to streamline 
the work of clinicians and to use technology 
to lift the burden of administrative and low 
value tasks. However, doing this in a way that 
liberates productive time is difficult …

As an industry, how are we doing today?

48
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Nuffield trust white paper

49

1
2
3
4
5
6
7

Decision support and standardized workflows

Patient engagement and self-management

Better coordinated care

More proactive and targeted care

Improved access to specialist expertise

Improved resource management

Continuous cycles of learning and improvement
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Standardized workflows and economies of scale

50

“Technology is also leveraged to reduce labor costs. 
Software called iKare, installed on an iPad connected to 
each ICU bed, automatically updates patient records as 
they are generated. iKare’s decision-support system 
informs the nurse on duty of any problems and instructs 
staff on the next action in the sequence of care.”

– Takepart.com, “Poor Country, Top Doctors”

“Through economies of scale, administrative innovations,
and the embrace of new technology, NH can offer
surgeries at a small fraction of their cost in the U.S. and less
than half the cost at other Indian hospitals.”

1
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Patient Engagement and self-management2
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Better coordinated care

52

Non-federal acute care hospital usage of HIE

Source: National Electronic Health Record Survey, 2015-2019

Physicians engaging in HIE activities

Source: 2014-2018 AHA Annual Survey Information Technology Supplement

3
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Advancement in genetic testing
US genetic testing services
market, US$ million, 2019-24F

11.4%
CAGR

2,288.1 2,513.3

3,865.4

2019 2020E 2024F

“By integrating genomics into
primary care and research
initiatives at scale, and focusing
on inclusivity and equity,
everyone will have the  
opportunity to access 
information that can lead them 
to more informed care and 
better health.” – Alicia Zhou, 
Vice President, Color,  Jan
2020

9.8%
y-o-y

Increasing usage of personalized and precision technologies

Source: Various 53

More proactive and targeted care4
Predictive Analytics

““As data piles up, we have ourselves a genuine gold rush. But data isn’t the gold. I 
repeat, data in its raw form is boring crud. The gold is what’s discovered therein.”
― Eric Siegel, Predictive Analytics: The Power to Predict Who Will Click, Buy, Lie, 
or Die

https://www.goodreads.com/work/quotes/21692562


How IT can (help) fix US healthcare

HIMSS WEST VIRGINIA CHAPTER

As value-based care models continue to garner attention, healthcare providers are using telehealth to better  monitor at-risk patients,
increase patient-provider interactions, provide low cost virtual care, etc. — all of which are  core success metrics of the model

The patients/consumers are also awakening to the benefits of health monitoring enabled by telehealth services  such as early 
diagnosis of diseases, automatic appointment reminders, consultation within comfort of one’s home,  etc.
— Further, per NTT Data survey, 70 percent of consumers indicated preference for an online video visit to obtain a  prescription over 

a physical visit to a physician'soffice

Telehealth is being seen as a viable option to help meet physician shortage (due to higher demand caused by aging  baby boomer
population)
— For instance, telehealth allows physicians to consult more remote patients from one central location, thereby  providing 

flexibility and maximizing their utilization

Number of physicians in the US(b)

953,100 Imbalance: 102,600 850,500
Demand 2032F Supply

820,700 Imbalance: 20,400 800,300
Demand 2017 Supply

Shortage of  
physiciansand  
healthcare  
practitioners

Emphasis on value  
based care

Rising patient  
preference for  
virtually delivered  
care

Easing telehealth  
restrictions over  
time

Sourced from Association of American Medical Colleges report, Apr 2019
54

Improved access to specialists5
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Products and 
Supplies

12%

Prescription 
Drugs

6%

Professional Fees
8%

Services
16%

Wages & 
Benefits

Utilities
2%

Prof Liability
1%

Labor-Like Services
3%

Other Services
3%
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Improved resource management6
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“… I was wondering if it 
might be possible …” 

Continuous cycles of learning and improvement7
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“Although there is a lot of 

interest in new models of 

care, the most significant 

improvements in productivity 

over the next few years are 

likely to come from the 

combined impact of large 

numbers of small changes.”

Summary

57
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Thank you
Bruce Eckert

beckert@kpmg.com

(781) 789 2676
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Thank you to my KPMG colleagues Harsha Bharadwaj, Jacob Estes, and Ian Socrates for their assistance 
in developing this presentation.

mailto:beckert@kpmg.com
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