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The United States is the only high-income country that 
does not have publicly-financed universal health care, yet it 
has one of the world’s highest public health care expendi-
tures. This financial outlay is not bringing the desired result 
in health outcomes because the root cause is not being 
addressed: solving the systematic disparities and social 
determinants that lead to poor health and health inequities. 
Targeting resources for the most vulnerable populations and 
linking health care plans with community-based organiza-
tions to address social determinants of health at the outset 
is a cost-effective means of preventing expensive chronic ill-
nesses and health inequities. 

Despite overall slowing of expenditures in recent years, 
the United States spends more money on health care 

than other high-income countries, and yet has some of the 
poorest health outcomes [1]. Annual expenditures now 
exceed $3 trillion a year, but the United States has the low-
est life expectancy at birth, the highest infant mortality rate, 
and a higher prevalence of chronic diseases than its inter-
national peers [2]. And despite being the only high-income 
country without a publicly-financed universal health system, 
the United States spends more public dollars on health care 
than all but 2 of its peers, providing only 34% of its popu-
lation public health care coverage through Medicare and 
Medicaid [2].

Higher pricing, higher out-of-pocket spending, and higher 
consumption of medical technology, imaging, and pharma-
ceuticals account for some of this disparity [2]. However, 
providers and insurers are beginning to address the root 
social determinants of health to improve health outcomes 
and slow the rise of health expenditures. 

Defined as “the structural determinants and conditions in 
which people are born, grow, live, work, and age” [3], social 
determinants include whether you live in a safe neighbor-
hood, whether you live in adequate housing, what you eat, 
and whether you have clean air to breathe and clean water 
to drink. They also include whether you have access to high-
quality early education, whether you attend high perform-
ing schools, what your employment status is, whether you 
have access to health care, what your stress levels are, what 
your experience with racial or gender discrimination is, and 
whether you have social supports. These social and environ-

mental factors directly impact individual behaviors—how 
you manage your stress; how you manage chronic condi-
tions; whether you smoke, use recreational drugs, or abuse 
alcohol; what you eat; whether you exercise; whether you go 
to the doctor or put off care; and how you sleep. These envi-
ronmental factors and resulting individual behaviors affect 
whether you have access to health care and how healthy you 
are (see Figure 1).

While access to quality health care contributes to bet-
ter health, the $3 trillion US health system has only a small 
impact on factors related to premature death [1]. Ninety per-
cent of these factors are outside the health delivery system, 
and 60% are influenced directly by social determinants. Yet, 
the United States spends a significantly lower percentage 
of its gross domestic product (GDP) on social services as 
compared to similar countries with better health outcomes  
(see Figure 2) [4]. Other nations do a far better job providing 
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figure 1.
Impact of Factors on Premature Death

Source. Schroeder SA [1].
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the social supports that prevent their citizens from becom-
ing sick at the outset. 

Health inequity between socioeconomic and racial groups 
will persist in absence of efforts to address the underlying 
root causes [5]. Since poor housing and lack of access to 
health care, employment, educational opportunities, and 
services disproportionately affect low-income Americans, 
the lower the socioeconomic status of an individual, the 
worse their health [3]. 

It is no surprise then that in North Carolina the counties 
with the worst overall rankings in health factors and out-
comes closely mirror those counties with the highest concen-
trations of poverty. The Robert Wood Johnson Foundation 
annually ranks counties and considers the impacts of 
social and economic factors, such as prevalence of severe 
housing factors like inadequate plumbing, overcrowding, 
or exorbitant rent; injury deaths per 100,000 population; 
violent crime; prevalence of single parent households; the 
number of children in poverty; and unemployment rates  
(see Figure 3). All closely track to the overall health out-
comes in a county [6]. 

Meanwhile, health programs that serve the sickest and 
the poorest are struggling to cover costs, provide qual-
ity care, and improve outcomes. Low-income Americans 
are eligible for publicly-financed health coverage through 
Medicaid and the Children’s Health Insurance Program 
(CHIP), joint federal-state partnerships that provide health 
insurance to families with children, people with disabilities, 
and seniors who may also be enrolled in Medicare. 

Medicaid is the largest health insurer nationwide and 
provides coverage to a disproportionate share of individu-
als with chronic illnesses, comorbidities, and physical and 
intellectual disabilities that require long-term services and 

supports [7]. Many become eligible once their illnesses and 
medical expenses exceed certain dollar thresholds, once 
they are determined disabled, or once they become elderly—
populations that have complex and high-cost health care 
needs. In North Carolina, seniors and individuals with dis-
abilities account for only 19% of Medicaid beneficiaries but 
61% of overall Medicaid health expenditures [8].

Because Medicaid is an entitlement program, individuals 
who are income or otherwise eligible are guaranteed coverage 
regardless of availability of funds. State legislatures wrestle 
annually with how to control costs and provide budget pre-
dictability for a program that is countercyclical in nature. In 
periods of economic downturn, people lose jobs and health 
care and enroll in Medicaid at precisely the same time state 
revenues fall, creating budget shortfalls. Traditionally, states 
have relied on service limitations, rate reductions, and prior 
approval requirements to curb ever-rising costs, but limiting 
access to treatment and discouraging providers from par-
ticipation results in even poorer health outcomes. In State 
Fiscal Year (SFY) 2014, the amount states paid for Medicaid 
accounted for 15.3% of state budgets nationally [9]. For 
SFY 2018, the North Carolina Medicaid and CHIP programs 
account for 16% of total budget appropriations [10]. 

To ensure budget predictability, quality, patient satisfac-
tion, and a sustainable delivery system, the North Carolina 
General Assembly passed Medicaid transformation legisla-
tion in 2015 [11]. Designed to convert North Carolina’s fee-
for-service Medicaid program into a managed care health 
delivery system, the General Assembly envisioned managed 
care organizations (MCOs) controlling costs by managing 
overall population health for beneficiaries through lump sum 
payments that provide a flat fee per beneficiary per month. 
MCOs have flexibility to provide various incentives to pro-

figure 2.
Health Care and Social Spending as a Percentage of Gross Domestic Product

Source. Bradley EH, Taylor LA [4].
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viders or “in lieu of” services that may be less expensive than 
traditional medical services covered by Medicaid.

Medicaid transformation also provides an ideal opportu-
nity to address social determinants to improve health equity 
and outcomes by targeting resources for the most vulnerable 
populations. It is a cost-saving lever that MCOs could employ 
to manage costs under a capitated payment structure and 
could potentially avoid more expensive treatment costs. For 
example, while a hospital may be effective at addressing an 
acute health care need, a patient’s health may deteriorate if 
that individual returns to an unhealthy housing environment 
with no air conditioning that may slow or hinder recupera-
tion [12]. Buying a fan is much less expensive than hospital 
readmission. MCOs may also employ value-based payments 
based on positive health outcomes to incentivize providers 
to seek and refer patients to services that may ameliorate 
root causes of health conditions to improve outcomes rather 
than simply treat the presenting symptoms [13]. 

North Carolina also has an opportunity to link health 
care plans with community-based organizations that can 
address social determinants. Building on existing efforts, 
North Carolina will map community needs and resources 
at the county and zip code level and collect data on areas 
with the highest disparities to better target resources and 
enhancements [14]. Health plans will also link providers 
with community-based organizations, track referrals to 
community resources, and follow up to ensure unmet needs 
were addressed.

Finally, North Carolina wants to encourage community 
partners to test initiatives that address unmet needs with 
focused investments that will ultimately be wiser in the 
long run than ever-increasing health care costs. Referral and 
navigation services, co-located and embedded services, and 

the use of flexible supports are some of the evidence-based 
interventions the North Carolina Department of Health and 
Human Services (NC DHHS) is prepared to support [14]. 
As NC DHHS Secretary Mandy Cohen explains, “We must 
look beyond what is typically thought of as ‘health care’ and 
invest more strategically in health” [15].

Low-income North Carolinians face more barriers to opti-
mal health given where they live, the air they breathe, the 
water they drink, their educational and employment oppor-
tunities, and their access to quality health care. Targeting 
resources to address what actually makes them sick is 
a cost-effective means to address what may eventually 
develop into an expensive chronic illness and overall health 
inequity. While we have long understood that prevention is 
less expensive than treatment in the health delivery system, 
the same is true for the social and environmental factors 
that impact our health. Other high-income countries already 
understand the cause and effect. It’s time to address the root 
cause.  
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