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Introduction

0 This lecture is intended to give you an overview of
different health care systems around the world,
illustrated by four main distinct models.

0 A health care system consists of the organizational
arrangements and process through which a society
makes choices concerning the production, consumption,

and distribution of health care services. (Santerre &
Neun, 2006, p.74).

0 Two extremes: Centralized vs. Decentralized systems

0 Determining the best structure for a health care system
involves the values the society places on a number of
alternatives and outcomes, such as choice, uniformity,

efficiency, etc.
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A Model of A Health Care System
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Source: Santerre & Neun (2006), p. 75.
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Typology of Contemporary
Health Care Systems

0 National health services:
0 A.k.a. “Beveridge Model”
0 State provides and finances the health care.

0 Examples: United Kingdom, Denmark, Greece, Italy, New
Zealand, Portugal, and Turkey

0 Traditional sickness insurance:
0 A.k.a. “Bismarck Model”

¢ Fundamentally a private insurance market approach
with a state subsidy

0 Example: Germany, France, Belgium, Japan
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Typology of Contemporary
Health Care Systems

0 National health insurance (NHI) plans:
¢ A national-level single-payer health insurance system

0 Examples: Canada, Finland, Norway, Spain, Sweden,
Taiwan

0 Mixed systems:

¢ Contain elements of both traditional sickness insurance
and national health coverage

0 Examples: United States, Switzerland
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1. Beveridge Model: United Kingdom

oBackground:

¢ Named after William Beveridge, the National Health Service
(NHS) was established in 1946 and provides health care to
all British residents.

0 Can be referred to as “public contracting” model because
government contracts with various health care providers
on behalf of the people

0 Capital and current budget are allocated from the national
level down to the regional and then to the district level.

0 Health care workers are paid by the government.

0In addition to the NHS, there is also a private-sector health
system. About 11 percent of Britons purchase private health

insurance.
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1. Beveridge Model: United Kingdom

¢ Financing:

0 NHS offers universal health insurance coverage through
general taxation.

0 NHS provides global budgets to district health authorities
(DHAs), who is responsible for assessing and prioritizing
health care needs of ~300,000 people.

¢ DHAs have contracts with health care providers:
0 Nongovernmental trusts
0 Community-based primary care givers

0 General practitioner (GP) fundholders: apply for budgets from
DHAs.



1. Beveridge Model: United Kingdom

o Reimbursement:

0 DHAs are allocated funds by the NHS on a weighted
capitation basis, which consider age, sex, health risk, and
geographical cost differences.

0 Independent community-based family practitioners
contract with the NHS and are paid uniformly on a
capitation basis.

0 All general practitioners (GP) are paid on a capitation basis.

0 All physician-based hospital physicians and consultants are
paid on a fixed salary basis.

EEHTH_H(5_1/2555 Phattn Kirdruong 7



1. Beveridge Model: United Kingdom

¢ Production:

0 The general practitioner (GP) serves as the gatekeeper.
Consultants are specialists, and patients must be referred to
them by GPs.

0 Up to 1990, almost all hospitals were publicly owned and most
doctors were employees of the NHS.

0 Some services are not entirely free:

0 Private hospital rooms extra
0 Small surcharge for drug prescriptions filled outside hospital.
0 Copayments: Dental care & eyeglasses

0 Specialty care is rationed through waiting lists and limits on
the availability of new technologies.

0 Rationing of coverage through National Institute for Health and
Clinical Excellence (NICE).
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2. Bismarck Model: Germany

0 Background:

¢ This model is also known as “Sickness fund” or Social Health
Insurance (SHI) - government mandated health care

0 The German health care system is based on programs laid out
by Bismarck in 1883.

0 Legislation required workers in various occupations to enroll
in autonomous sickness insurance funds, which are private
not-for-profit insurance companies. There are about 200+
localized sickness funds.

0 Characterized by the "three S's"- social solidarity (provision of
equal access to health care), subsidiarity, and self-governance.

¢ Individuals with income beyond a given ceiling may choose the
private health system. (~ 10% of the population)
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2. Bismarck Model: Germany

¢ Financing:
0 Costs are divided equally between employer and employee.

0 Employees' shares collected as payroll taxes at rates
proportional to their gross wages.

0 Since the funding is based on wages, if wages fail to grow at
the same rate as costs of health care, funding issues will
arise.

¢ Premiums of unemployed and their dependents comes from
former employers and other public sources.

0 Sickness funds are responsible for collecting funds from
employers and employees and reimbursing hospitals and
physicians.
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2. Bismarck Model: Germany

o Reimbursement:

0 The Sickness Funds pay negotiated lump-sum funds on a
capitation basis (=capitation payment x # of insured
individuals to regional associations of ambulatory physicians).

0 The regional associations reimburse physicians for services
based on a fee schedule, determined through negotiation
between the regional associations and physicians.

0 1.e. Ambulatory providers are paid on a fee-for-service basis.

0 The Sickness Funds also negotiate fixed prices for various
procedures (based on diagnosis-related group: DRG)

0 Incentive for hospitals to save resources and specialize in certain
procedures.

0 Hospital-based physicians are paid on a salary basis.
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2. Bismarck Model: Germany

¢ Production:

0 Medical services are produced primarily in the private
sector.

0 Public hospitals control over 50% of all hospital beds
in the country. The remaining are managed by not-for-
profit and for-profit hospitals.

0 Office-based physicians are normally prohibited from
treating patients in hospitals, and most hospital-based
physicians are not allowed to provide ambulatory care
(outpatient care) services.

0 Benefit package is mandated, but small copayments
were added in 2006.
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3. National Health Insurance: Canada

0 Background:
¢ Known as Medicare (not the U.S. Medicare for the elderly).

¢ Each provincial government administers a comprehensive
and universal program that is partially supported by grants
from the federal government.

0 Single payer of all bills, with low administrative costs.

0 General guidelines: coverage must be universal,
comprehensive, and portable.

¢ Canadians can have supplemental insurance for things that
are not covered by the NHI.
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3. National Health Insurance: Canada

0 Criteria and Conditions:

0 Public administration:
0 Administration carried out on a nonprofit basis by a public
authority.
0 Comprehensiveness:
0 All medically necessary services must be covered.
0 Universality:
0 All insured persons must be entitled to public health insurance
coverage on uniform terms and conditions.
0 Portability:

0 Coverage must be maintained when an insured person moves or
travels within Canada or travels outside the country.

0 Accessibility:
0 Reasonable access by insured persons to medically necessary
services must be unimpeded by financial or other barriers.
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3. National Health Insurance: Canada

¢ Financing:
0 NHI program in each province is financed through taxes.

0 The federal government provides up to 40% in direct
cost sharing and gives hospital construction grants to
provinces.

0 Private insurance is available for some forms of health
care, but private coverage is prohibited for services
covered by the NHI.

0 No marketing expenses, no administrative costs, no
allocation for profits
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3. National Health Insurance: Canada

0 Reimbursement:
0 There are no copayment for most medical services.

0 Reimbursement exclusively takes place between the public
insurer (the government) and the health care providers.

0 Cost control is attempted primarily through fixed global
budgets for hospitals and predetermined fees for physicians.

0 No extra billing by medical practitioners or dentists and no
user chargers by hospitals for insured health services under
the terms of the health care insurance plan.
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3. National Health Insurance: Canada

0 Production:
0 Medical services are produced in the private sector.

0 Most hospitals in the private sectors are operated on a
not-for-profit basis and owned by either charitable or
religious organizations.

0 Patients have free choice in the selection of providers.
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4. Mixed System: United States

0 Background:

0 In his book “The Healing of America: A Global Quest for
Better, Cheaper, and Fairer Health Care,” T.R. Reid argues
that the U.S. health care system have elements of all of
different health care systems in it.

0 Veterans: UK’s Beveridge model
0 Americans age 65+ on Medicare: Canada’s NHI

0 Working Americans who get insurance on the job:
Germany'’s Bismarck model

0 The rest who have no health insurance: “out-of-pocket”
model - more prevalent in developing countries
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4. Mixed System: United States

¢ Financing:
0 Health care in the U.S. are financed through a combination
of private and public health insurance (Medicare and

Medicaid).
0 Private health insurance is largely employment-based

insurance. The rest belongs to some types of managed
care plan (e.g. Health Maintenance Organizations: HMOs).

0 Medicare is a uniform, national public health insurance
programs for aged and disabled individuals.

0 Medicaid provides coverage for certain economically
disadvantaged groups.
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4. Mixed System: United States

¢ Reimbursement:

0 Multi-payer system in which a variety of third-party
payers (the federal and state government, commercial
health insurance companies, Blue Cross/Blue Shield)
are responsible for reimbursing health care providers.

¢ Common form of reimbursement is fee-for-service.

0 Since 1983, Medicare reimbursement (and most state
Medicaid) are based on diagnosis-related group (DRG) -
payment categories based on the characteristics of the
patients, diagnosis, and treatment.
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4. Mixed System: United States

¢ Production:

0 The U.S. health care system is very diversified in terms
of production.

0 Primary care physicians are mostly in the private for-
profit sector and operated in group practice.

0 Hospital services are provided largely by not-for-profit
organizations (~70% of hospital beds are in not-for-
profit hospitals).

0 70% of nursing home (long term care) are organized on
a for-profit basis.

EEHTH_H(5_1/2555 Phattn Kirdruong 24



China—An Emerging System

0 This is an example of health care systems in developing
countries.

0 Like in other developing countries, the Chinese health care
system is a mixed system, with a large group of population
pays for health care out-of-pocket.

0 Some country backgrounds:

0 The Chinese health economy has undergone substantial
changes since the formation of the People’s Republic in 1949.

0 Governmental policies moved from a doctrinaire political
system with administered prices in the first three decades, to
more market-oriented processes since the 1980s, affecting
coverage and focus.
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Comparative Health Services Data, 2009

Statistics China  India Indonesia Japan Thailand*
Total population (in thousands) 1,353,311 1,198,003 229,965 127,156 69,200
Gross national income per capita 6,010 2,930 3,600 35,190 8,190
(PPP international $)
Life expectancy at birth male/female (years) 72176 63/66 66/71 80/86 66/74
Number dying under age five (per 1,000 live births) 19 66 39 3 12
( Probability of dying between 15 and 60 years m/f 142/87 2501169  234/143 86/42 270/139 |
| (per 1,000 population) j
(Total expenditure on health per capita ($ 2009) 309 132 99 2,713 330 )
KT::}tal expenditure on health as % of GDP (2009) 46 4.2 2.4 8.3 3.9 )

Senrce: World Health Organmization, hitp://www.who.int/countries/en/, accessed June 26, 2011

* Data based on 2010.
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Structure of the System

0 Eggleston et al. (2008) describe the development of
separate three-tiered urban and rural systems starting in
the early 1950s

0 Urban areas: Street clinics, district hospitals, and city
hospitals.

0 Rural areas : Village clinics, township health centers (THCs)
and county hospitals.

0 The goal under Maoist Communist rule through the
1970s was to assure access to care.

0 But, since the early 1980s, the government has allowed
providers to generate, retain, and manage surpluses,
with subsidies to providers constituting smaller and
decreasing shares of provider financing.
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Structure of the System

0 The combination of rapid private sector growth, and
decreased organized financing, have made health care less
affordable for many.

¢ Some 700 million rural Chinese must pay out of pocket for

virtually all health services, leading to the deferral of care and
untreated illness.

0 Several new policies in 1990s:

0 Urban areas: Municipal risk pooling for employees, a.k.a. Basic
Medical Insurance (or BMI)

0 Rural areas: The government established a new cooperative
medical scheme (NCMS), which combines household
contributions with central and local government subsidies.
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Health Insurance Coverage in Urban and rural Areas in China,
by Program, 1993, 1998, 2003

80
[] Other
70 L [l Collective
60 - B Commercial
B Co-op Medical
o 504 [] Social Insurance
(=)}
©
& 40 -
o
[eb]
% 30
20
G | ] I | 1 I I
1993 1998 2003 1993 1998 2003
Urban Areas Rural Areas

55474_ #/3_ //2555_ Fhitta KM/W 29




Performance

0 Chinese economist Jian Wang (2011) highlights five
priorities for Chinese health policy reform:

Expanded coverage and improved basic health insurance
benefits for both the urban and rural populations;

Full coverage of essential medicines;

Reformed and improved capabilities for the primary health
care institutions;

More efficient provision of and access to public health
programs;

Improved capacity and quality of traditional Chinese medicine
care and further containment of health care costs.
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A comparison of Health Care Systems

Feature “Beveridge” “Bismarck” NHI Mixed System
(e.g. UK) (e.g. Germany) | (e.g.Canada) (e.g. US)

Coverage

Financing

Reimbursement

Consumer out-
of-pocket price

Production

Physician choice

Near universal

- General taxes

- Single-payer
system

- Salaries and
capitation
payments to
physicians

Negligible
Private but

public contract

Limited

Source: Santerre & Neun (2006), p. 84.

Near universal

- Payroll and
general taxes
- Single-payer
system™

- Fixed payments
to hospitals

- Negotiated point-
fee-for-service to
physician

Negligible

Private

Unlimited

Universal

- General taxes

- Single-payer
system

- Global budgets
to hospitals

- Negotiated fee-
for-service to
physicians

Negligible

Private

Unlimited
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~80%

-Voluntary
premiums or
general taxes

- Multi-payer System

- Mostly fee-for-
service to physician

Positive, but
generally small

Private

Relatively Limited
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Discussion

0 Some excerpts from the movie “Sicko”:
¢ British health care
¢ Canadian health care

0 Other sources:
¢ German health care

¢ Questions for discussion:

0 What features of each system do you particularly like, or
what features, in your opinion, are suitable to the
context of Thailand?

0 Have you had any experience using health care services
in other health care systems?
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http://www.youtube.com/watch?v=BbAWNnGSVCw
http://www.youtube.com/watch?v=rQ1lPPTPSR4
http://www.youtube.com/watch?v=AR0d1BrhIMk

