
The Human Cost and Financial Impact of Misdiagnosis

WHITE PAPER

KEY MESSAGES

Most Americans will experience a diagnostic error at least once in their lifetime.

Patient deaths due to these errors are estimated at 40,000 to 80,000 per year.

Diagnostic errors and other inefficiencies cost the U.S. economy $750 billion each year.

How Significant a Problem Is Misdiagnosis?
Misdiagnosis is the subject of a growing number of studies. 
The most recent one, Improving Diagnosis in Healthcare from 
the Institute of Medicine (IOM), explores the findings of many 
of these studies and notes that each year, approximately 12 
million people in the U.S. who seek outpatient medical care 
experience some form of diagnostic error1. Another Johns 
Hopkins study found that out of 6,000 cases from medical 
institutions across the country, one out of every 71 cancer 
cases was misdiagnosed and up to one out of five cancers 
were misclassified, errors which can result in delayed or 
inappropriate treatment.2

Other researchers have projected that the problem is even 
more significant (See Table 1):

“Approximately 12 million people 
in the U.S. who seek outpatient 
medical care experience some 
form of diagnostic error.”

The Human Cost
Misdiagnosis too frequently results in serious harm to patients. 
In a survey of physicians, 64% said that up to 10% of the 
misdiagnoses they have experienced directly resulted in harm 
to the patient6. Another study found that 28% of 538 reported 
diagnostic errors were life-threatening or resulted in the 
patient’s death or permanent disability.7 

Introduction
Medical misdiagnosis, in the form of inaccurate, late, and delayed 
diagnoses, is an ongoing problem in the U.S. Not only do these 
diagnostic errors present an ongoing risk to the health and safety of 
patients, but they also cost the economy billions of dollars. 

This paper summarizes the key research findings on the frequency, 
human cost, and financial impact of these diagnostic errors, while 
providing new data on the value of second opinions. An extensive 
Institute of Medicine (IOM) report underscores the importance 
of this with its conclusion that most Americans will receive an 
inaccurate or late diagnosis at least once in their lives, often with 
life-threatening consequences.

Since effective treatment depends upon an accurate and 
effective diagnosis, misdiagnosis can also lead to inappropriate 
or unnecessary testing, such as biopsies and treatment that 
may cause harm. A study by the Rand Corporation discovered 
that 30% of common surgical procedures, including coronary 
artery bypass graft surgery, were provided for reasons that 
were not supported by clinical studies and/or evidence-based 
treatment guidelines and may have resulted in complications 
or harm to the patients.8

10% of patient deaths 

10-20% of cases 

25% of breast biopsies       

29% of malpractice claims

Table 1: Prevalence of diagnostic errors in reported research

Balogh, 20151 

Graber, 20123

Elmore, 20154 

Newman-Toker, 20135

The IOM report supports these findings, stating that diagnostic 
errors contribute to 10% of patient deaths and 6-17% of 
hospital adverse events. Other researchers quantify the human 
cost of diagnostic errors at between 40,000 and 80,000 deaths 
per year.9 These troubling findings make developing effective 
methods to prevent diagnostic errors an urgent priority.
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For more information about strategies to help avoid the human and financial costs of misdiagnosis, 
please contact PinnacleCare at www.pinnaclecare.com/info/misdiagnosis.

“30% of annual healthcare 
spending in the United States, 
approximately $750 billion, is 
wasted.”

The Financial Impact
In addition to causing physical harm, misdiagnosis also has a 
significant financial impact on the U.S. economy, individual 
patients, and businesses. Another IOM report estimates 
that 30% of annual healthcare spending in the United States, 
approximately $750 billion, is wasted on unnecessary services 
and other inefficiencies.10 

The Human Cost and Financial Impact of Misdiagnosis

Patients and their families bear the more significant costs of 
diagnostic errors in the form of lifelong care for permanent 
disabilities and lost income due to the patient’s premature 
death or disability. Businesses also feel the impact in the loss 
of experienced employees, lost productivity, and increased 
insurance payouts.

Key Steps to Reduce Diagnostic Error
There are several steps that must be taken by healthcare 
professionals and patients and their families to reduce the 
incidence and cost of misdiagnosis in the U.S.:

• Consider a second opinion from an experienced specialist to 
confirm a diagnosis and appropriate treatment options 

• Include all healthcare providers, including radiologists and 
pathologists, as integral members of the diagnostic team

• Leverage EHR and related technologies to organize 
communications across all care providers and the patient

• Actively and consistently involve the patient and family in the 
process of diagnosis and treatment
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The Value of Second Opinions 
Second opinions are another important tool that can help 
patients avoid misdiagnosis and inappropriate treatment. 
Pinnaclecare reviewed data from a sampling of 1373 cases 
with known outcomes from 2012-2015.  In nearly 77% of the 
total outcomes reported, PinnacleCare interventions led to 
changes in diagnosis, treatment, and/or treating physician. As 
a result, 30 patients avoided unnecessary or inappropriate 
surgery.

Patients who receive a serious diagnosis or a recommendation 
to undergo surgery should consider a second opinion from a 
specialist who treats a high volume of similar cases and is up-
to-date on the latest research, treatment options, and clinical 
trials. This expert opinion will serve to confirm a preliminary 
diagnosis and treatment plan or suggest a more appropriate and 
sometimes less invasive treatment from the outset, when it can 
have the most significant impact on optimizing outcomes. 

These steps can help prevent unnecessary procedures and 
minimize potential complications to yield the best possible care 
and outcome for the patient.
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