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Executive Summary
This position paper examines health care in the United States (U.S.) and in
other countries. It identifies lessons to be learned from other health care sys-
tems and proposes criteria and recommendations for changes to achieve a more 
efficient, better functioning health care system in the U.S. It brings together
many existing public policy positions of ACP that are detailed in greater length
in other ACP position papers. 

Although we can learn much from other health systems, ACP recognizes
that any solution for the United States will be unique to our political and social
culture, demographics, and form of government. The U.S. has a substantially
larger population than the other countries studied in this paper. The population
is also more diverse than in many other countries in terms of race and ethnicity.
Other distinguishing characteristics of the U.S. include a large population of
undocumented immigrants, a unique constitutional system of government root-
ed in federalism that limits the ability of the federal government to impose 
mandates and requires that authority be shared between federal and state 
governments, a tradition of individualism and distrust of the power of the 
federal government, and a legal and constitutional system of law that protects
commercial and individual free speech and places limits on the ability of the
government to regulate industry. In addition, many employees are covered by
“self-insured” companies not subject to state mandates. There is a deeply rooted
system of health insurance coverage linked to employment. Furthermore, there
is a powerful industry of health benefit managers, brokers, health insurers, and
others that are invested in maintaining private insurance and employer-based
coverage. These factors make it unlikely that the U.S. will simply adopt systems
used by other nations, particularly those that involve a substantial expansion of
the power of the federal government to regulate health care. Nevertheless, an
examination of the evidence identifies several approaches that are more likely
than others to be effective in achieving a well-functioning health system that
could be adapted to the unique circumstances in the U.S. 

The paper begins with a brief overview of the U.S. health care system,
where spending on health care is the highest in the world and has been rising
at a faster pace than spending in the rest of the U.S. economy.1 Yet, an estimat-
ed 47 million Americans (15.8%) lack health insurance protection.2 These
Americans are much less likely than those with insurance to receive recom-
mended preventive services and medications, are less likely to have access to
regular care by a personal physician, and are less able to obtain needed health
care services. People without health insurance live sicker and die younger. 3

Even among those with health insurance coverage, wide variations exist in
terms of cost, utilization, quality and access to health care services. Rising costs
are creating financial burdens for individuals, government, and employers,
resulting in reduced access to care, and adding to the number of uninsured.4

This paper highlights problems in the U.S. health care system, including a
dysfunctional system for paying physicians, rising health care costs, and exces-
sive administrative and regulatory burdens. It notes that the United States faces
a crisis of not having a sufficient supply of primary care physicians to meet the
future health care needs of its aging society. It also acknowledges disparities in
health care based on race, ethnicity and geography. 

Brief analyses of health care systems in 12 other countries are provided in
the appendix. The countries were selected on the basis of having unique or 
representative types of health care systems. Each analysis provides an overview
of the health care system, identifies its advantages and disadvantages, 
and suggests possible lessons to be learned for the U.S. Tables comparing key
health care statistics of the various countries are also provided. 
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Based upon review of health care systems in 12 other industrialized 
countries, this paper identifies the following lessons that could be applied for
improving health care in the United States:

Key Lessons for the United States:

1. Well-functioning health systems all guarantee that all residents
will have access to affordable health coverage for a defined set of
benefits (i.e., universal coverage). Countries have used different
strategies to achieve universal coverage. Some have opted for a
system funded solely by the national or provincial governments
(single-payer systems as in Canada, United Kingdom, Japan, and
Taiwan) while others have a mix of public and private sources of
funding (pluralistic system as in Australia, Belgium, Denmark,
France, Germany, the Netherlands, New Zealand, and Switzerland).

2. Global budgets (Canada, Germany, New Zealand, Taiwan, United
Kingdom, and the VA) can help restrain health care costs, but do
not provide effective incentives for improved efficiency unless
the annual expense budget is reasonable and the target region is
small enough to motivate individual providers to avoid over-
utilization of services.

3. Cost savings can be achieved through the use of government power
to negotiate prices (Belgium, Canada, Japan, and the VA) but may
result in shortages of services subject to price controls, delays 
in obtaining elective procedures, cost-shifting, and creation of 
parallel private sector markets for health care services for those
who can afford to buy services from sources not subject to price
controls (Japan, New Zealand, and the UK).

4. Countries that have federal systems in which national and regional
governments share authority can achieve universal coverage while
allowing regional governments to establish their own programs that
receive substantial financial support from the national government.
Federal support is subject to federal requirements to assure cross-
border consistency in benefits and out-of-pockets costs and access
to services across regional borders (Canada).

5. The best systems ensure access to health care without financial
barriers. Cost-sharing with copayment schedules based on income,
so that low-income individuals pay no or nominal amounts
(Belgium, France, Japan, New Zealand, and Switzerland), can help
restrain costs while assuring that poorer individuals can access
services. 

6. Incentives to encourage personal responsibility for health (Australia,
Belgium, Japan, New Zealand, Netherlands, Switzerland, and
Taiwan) can lead to healthy behaviors, improved health outcomes
and responsible utilization of health care services. These countries
restrain costs without punishing people who fail to adopt recom-
mended behaviors or lifestyles. 

7. Societal investment in medical and other health professional edu-
cation, which would reduce cost to students, can help achieve a
health care workforce that has the right proportion of primary
care physicians and subspecialists, is well trained, and is large
enough to ensure access to care (France, Germany, United
Kingdom, and the VA). 
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8. Investment in primary and preventive care can result in better
health outcomes, reduce costs, and may better ensure an adequate
supply of primary care physicians. These efforts can be further
enhanced by assuring that all residents have equitable access to
primary care physicians (Australia, Canada, Denmark, France,
Netherlands, New Zealand, Switzerland, and United Kingdom)
and utilizing the patient-centered primary care model (Denmark). 

9. Effective physician payment systems include: adequate payment
for primary care services, incentives for quality improvement
and reporting (Belgium and United Kingdom), means for 
recognizing geographic or local payment differences (Canada,
Denmark, Germany and United Kingdom), and incentives for
care coordination (Denmark and Netherlands). 

10. Performance measures, financial incentives, and active moni-
toring of performance are key elements of health systems that
provide high-quality care (Australia, New Zealand, United
Kingdom, and the VA system in the U.S.). 

11. Adoption of a uniform billing system and electronic processing
of claims improves efficiency and reduces administrative
expenses (Germany, Canada, Taiwan, United Kingdom, and
most others, including the VA system in the U.S.).

12. Insufficient investments in research and medical technology
result in reliance on outdated technologies and medical equip-
ment, and delay patients’ access to advances in medical science
(Canada and United Kingdom).

ACP recommendations derived from these lessons are below. The body of
the paper contains rationale for each lesson and recommendation. A chart
showing the linkages among the lessons and the ACP recommendations is 
provided in Figure 1. 

Recommendation 1a: Provide universal health insurance coverage to
ensure that all people within the United States have equitable access to
appropriate health care without unreasonable financial barriers. Health
insurance coverage and benefits should be continuous and not dependent
on place of residence or employment status. ACP further recommends
that the federal and state governments consider adopting one or the other
of the following pathways to achieving universal coverage:

• Single-payer financing models, in which one governmental entity is
the sole third-party payer of health care costs, can achieve universal
access to health care without barriers based on ability to pay. Single-
payer systems generally have the advantage of being more equi-
table, with lower administrative costs than systems using private
health insurance, lower per capita health care expenditures, high
levels of consumer/patient satisfaction, and high performance on
measures of quality and access. They may require a higher tax
burden to support and maintain, particularly as demographic
changes reduce the number of younger workers paying into the
system. Such systems typically rely on global budgets and price
negotiation to help restrain health care expenditures, which may
result in shortages of services and delays in obtaining elective
procedures and limit individuals’ freedom to make their own
health care choices. 
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• Pluralistic systems, which involve government entities as well as
multiple for-profit and/or not-for-profit private organizations,
can assure universal access while allowing individuals the freedom
to purchase private supplemental coverage, but are more likely to
result in inequities in coverage and higher administrative costs
(Australia and New Zealand). Pluralistic financing models must
provide (1) a legal guarantee that all individuals have access to
coverage and (2) sufficient government subsidies and funded cov-
erage for those who cannot afford to purchase coverage through
the private sector. (See ACP Proposal for Expanding Access to
Health Insurance as an example of how a pluralistic
system can achieve universal coverage.5)

Recommendation 1b: Provide everyone access to affordable coverage,
whether provided through a single-payer or pluralistic financing model,
that includes coverage for a core package of benefits, including preventive
services, primary care services, including but not limited to chronic illness
management, and protection from catastrophic health care expenses.

Recommendation 1c: Until there is political consensus for achieving univer-
sal coverage at a federal level, Congress should encourage state innovation
by providing dedicated federal funds to support state-based programs with
an explicit goal of covering all uninsured persons within the state. (See
ACP Position Paper on State Experimentation with Reforms to Expand
Access to Health Care).6

Recommendation 2: Create incentives to encourage patients to be prudent
purchasers and to participate in their health care. Patients should have
ready access to health information necessary for informed decision making.
Cost-sharing provisions should be designed to encourage patient cost-
consciousness without deterring patients from receiving needed and
appropriate services or participating in their care.

Recommendation 3: Develop a national health care workforce policy that
includes sufficient support to educate and train a supply of health profes-
sionals that meets the nation’s health care needs. To meet this goal, the
nation’s workforce policy must focus on ensuring an adequate supply of 
primary and principal care physicians trained to manage care for the whole
patient. The federal government must intervene to avert the impending
catastrophic shortage of primary care physicians. A key element of work-
force policy is setting specific targets for producing generalists and 
specialists and enacting policy to achieve those targets.

Recommendation 4: Redirect federal health care policy toward supporting
patient-centered health care that builds upon the relationship between
patients and their primary and principal care physicians and financially sup-
ports the patient-centered medical home, a practice system that the evi-
dence suggests has the potential to improve health outcomes, achieve more
efficient use of resources, and reduce health care disparities.

Recommendation 5: Provide financial incentives for physicians to achieve evi-
dence-based performance standards. The U.S. should consider revising
existing volume-based payment systems used by Medicare and most private
insurers to (a) better support physician/patient relationships by creating
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care coordination payments and other incentives for physicians working
with health care teams to provide patient care management that includes
comprehensive ongoing care and (b) maintain a fee-for-service compo-
nent for separately-identifiable visits and procedures, such as the bundled
and hybrid payment structure used in Denmark and the Netherlands.

Recommendation 6: Reduce the costs of health care administration and the
attendant burdens they place on patients and their physicians, including
creating uniform billing and credentialing systems across all payers.

Recommendation 7: Support with federal funds an interoperable health
information technology (HIT) infrastructure that assists physicians in
delivering evidence-based, patient-centered care. 

Recommendation 8: Encourage public and private investments in all kinds
of medical research—including research on comparative effectiveness of
different treatments—to foster continued innovation and improvements
in health care.

Criteria developed by the Commonwealth Fund Commission on a High
Performance Health System are presented as a basis for evaluating progress in
achieving an efficiently functioning health care system (Figure 6).7 Principles
developed by ACP and nine other medical associations providing common
objectives for reforming the U.S. health care system are presented in Appendix
A. Information on the population covered by public and private health care sys-
tems in 30 industrialized countries is provided in Appendix B. Individual
detailed analyses of health care systems in 12 selected countries are provided in
Appendix C. 
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Figure 1

Lessons Learned and Resulting
American College of Physician Policy Recommendations

Lesson Recommendation 
Well-functioning health systems Provide universal health insurance
guarantee that all residents have coverage to assure that all people in the
access to affordable health care. United States have equitable access to
Countries differ in how they have appropriate health care. Federal and
chosen to achieve universal coverage, state governments should consider 
with some opting for a system funded adopting  one the following pathways:
solely by the national or provincial 
governments while most others have 
opted for models that include a mix 
of public and private sources of funding. 

Global budgets can help restrain health
care costs, but do not provide incentives
for improved efficiency unless they are
set reasonably and targeted to small 
enough groups. 

Cost savings can be achieved through 
the use of government power to negotiate 
prices but may result in shortages of 
services subject to price controls, delays 
in obtaining elective procedures, 
cost-shifting, and creation of parallel 
private sector markets. 

In countries with shared authority between Congress should encourage state
national and regional governments, universal innovation by providing dedicated
coverage can be achieved by providing financial federal funds to support state-based
support from the national government to programs to cover all uninsured
efforts by regional governments to establish persons within the state. 
their own programs.

Until there is political consensus
for achieving universal coverage at
a federal level, Congress should
encourage state innovation by
providing dedicated federal funds
to support state-based programs
with an explicit goal of covering
all uninsured persons within the
state.
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• Single-payer systems, which 
generally have the advantage of
being more equitable, with lower
administrative costs than systems
using private health insurance,
lower per capita health care 
expenditures, high levels of 
consumer/patient satisfaction, and
high performance on measures of
quality and access. Such systems
typically rely on global budgets and
price negotiation to help restrain
health care expenditures, which 
may result in shortages of services
and delays in obtaining elective 
procedures and limit individuals’
freedom to make their own health
care choices.

• Pluralistic systems, which can be
designed to assure universal access,
while allowing individuals the 
freedom to purchase private 
supplemental coverage, but such
systems are more likely to result in
inequities in coverage and higher
administrative costs. 
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Cost-sharing designed so that low-income Cost-sharing provisions should 
individuals pay no or nominal amounts encourage patient cost-consciousness
can help restrain costs while ensuring that without deterring patients from receiving
poorer individuals can access services. needed and appropriate services.

Societal investment in medical and Develop a national health care
other health professional education can workforce policy to educate and
help achieve a health care workforce that train an adequate supply of health
is balanced, well-trained, and in sufficient professionals to meet the nation’s
supply. Investment in primary and health care needs, including primary
preventive care can result in better health care physicians.
outcomes, reduce costs, and may better 
ensure an adequate supply of primary care Redirect federal health care policy
physicians. toward supporting patient-centered

health care that builds upon the 
relationship between patients and
their primary care physicians and the
patient-centered medical home. 

Effective physician payment systems include: Support initiatives that provide
support for the role of primary care physicians, financial incentives to physicians for
incentives for quality improvement and the voluntary achievement of
reporting and incentives for care coordination. evidence-based performance standards
Higher quality of care can be encouraged to encourage quality improvement
through establishment of performance and reduction of avoidable medical
measures, financial incentives, and active errors and incentives for systems
monitoring of performance. performance that encourage

comprehensive and continuous care
coordination and prudent stewardship
of health care resources. 

Uniform billing systems and electronic Support with federal funds an inter-
processing of claims improve efficiency operable health information technology
and reduce administrative expenses. (HIT) infrastructure that assists 

physicians in acquiring technology
that will enhance delivery of evidence-
based, patient-centered care. 

Reduce administrative and regulatory
burdens, such as multiple and duplica-
tive physician credentialing forms and
multiplicity of types of insurance
forms, and their attendant costs. 

Insufficient investments in research and Encourage public and private
medical technology result in reliance on investments in all kinds of medical
outdated technologies and medical equipment research—including research on
and delay patients’ access to advances in comparative effectiveness of different
medical science. treatments— to foster continued

innovation and improvements in
health care. 
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8

Issues Not Addressed
There are at least four complex issues that are not addressed in depth
in this paper that would require much further research and analysis.
Each could be the subject of a future policy paper. The cost of profes-
sional liability insurance is one major factor that should be addressed in
comparing health care systems and developing proposals for reform.
However, the differences among legal systems in each nation are so sub-
stantial that making meaningful cross-national comparisons is difficult
and there is a lack of a strong evidence basis for making evaluations. As
a result, we chose not to include tort and liability issues among the key
elements evaluated in this paper. We support further analysis of the
impact of the U.S. tort system, as well as alternative models employed
in other health systems both within the U.S. and in other nations, on
quality and cost of care.

Pharmaceutical costs—and particularly the impact of volume pur-
chasing—is another topic that is not explicitly addressed in this paper.
However, this paper’s discussion of global budgets, changes in physician
payment policies, use of evidence-based research on comparative effec-
tiveness, and giving authority to the government to negotiate prices for
medical services has relevance to the issue of drug costs and prices. The
issue of drug pricing, costs, and volume purchasing could be a topic for
further analysis. As Chart C illustrates, per capita spending on pharma-
ceuticals, as well as spending on physician and hospital services, varies 
significantly among countries. Countries such as Australia, Canada, and
the United Kingdom either set or negotiate drug prices. In the U.S., the
Veterans Administration uses its purchasing power to achieve discount-
ed prices for pharmaceuticals on its drug formulary, while the Medicare
program is prohibited from directly negotiating drug prices. (Instead,
Medicare relies on private sector Pharmacy Benefits Managers to nego-
tiate prices for covered drugs). Recommendations on drug pricing and the
use of volume purchasing power would require analysis of the effective-
ness of such controls in other countries and their impact and ramifications
on health care and pharmaceutical innovation and research.

Similarly, this paper does not address differences in the organization,
requirements, or financing of medical education among countries.
Differences in the quality and extent of medical education and training,
as well as the mix and distribution of physicians among specialties and
scope of practice have substantial influences on the health care.
Educational debt (or lack thereof) is believed to significantly influence
physician career decisions, affecting the physician specialty mix and
distribution. Each of these issues requires further in-depth analysis.
This paper does call for a substantial societal investment in medical edu-
cation, however, in order to assure an adequate and balanced supply of
well-trained physicians.

Finally, it is recognized that this paper does not directly address 
differences among countries in physician incomes or earnings com-
pared with other workers, although the paper recommends changes in
physician payment policies in the U.S. that are likely to affect relative
and absolute earnings between physician specialties to the benefit of 
primary care-oriented specialties. Such differences may be due to a
number of complex factors, including differences in standards of living,
as well as earnings of other professionals and general wage levels.
Educational debt and malpractice insurance costs may also be signifi-
cant factors that need to be considered in assessing international 
differences in physician incomes. 
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Health Care in the United States
For most Americans, high-quality care generally is readily accessible without
long waits but at high cost. However, the uninsured and, increasingly, the
underinsured, the poor, and members of underserved minorities often have
poor access to health care and poor health outcomes—in some cases worse
than that of residents of developing countries. The health workforce is well
trained, yet the United States faces a severe shortage of primary care physicians. 

Most Americans—250 million (84.2%)—have some form of health insur-
ance coverage. But an estimated 47 million Americans (15.8%) were uninsured
for a year, as reported for 2006 by the U.S. Bureau of the Census.8 A survey by
the Centers for Disease Control and Prevention found that 43.6 million people
(14.8%) of all ages were uninsured at the time of the National Health
Expenditure Survey interview in 2006.9 However, as many as 89.5 million peo-
ple under the age of 65 lacked health insurance for at least 1 month or more
during 2006–07, according to a study by Lewin and associates published by
Families USA.10 In addition, another 16 million people can be considered
underinsured.11 People without health insurance are much less likely than those
with insurance to receive recommended preventive services and medications,
are less likely to have access to regular care by a personal physician, and are less
able to obtain needed health care services. Consequently, the uninsured are
more likely to succumb to preventable illnesses, more likely to suffer compli-
cations from those illnesses, and more likely to die prematurely.12 13

Even among those with health insurance coverage, wide variations exist
within the U.S. concerning cost, utilization, quality, and access to health care 
services. 14 15 For example, Medicare spending per capita in 1996 was $8414 per
enrollee in the Miami, Florida, region compared with $3341 in the Minneapolis,
Minnesota, region.16 Most of the variations among geographic areas are due to 
differences in the volume and intensity of practice (that is, differences in the
quantity of services provided per capita).17 18 Yet, patients in high-intensity areas
on average have outcomes that are no better, and perhaps worse, than those in
geographic areas with lower rates of utilization.19 20 Americans receive appro-
priate preventive, short-term, and long-term health care as recommended by
professional guidelines in only about 55% of the instances in which those rec-
ommendations would apply.21 The Institute of Medicine has documented high 
levels of medical errors and inappropriate and unnecessary care, indicating 
system-wide problems with delivering consistently high-quality care.22 23

Approximately 45% of the U.S. population has a chronic medical condition
and about 60 million people, one half of these, have multiple chronic conditions.
For the Medicare program, 83% of beneficiaries have 1 or more chronic 
medical conditions and 23% have 5 or more chronic medical conditions. By
2015, an estimated 150 million Americans will have at least 1 chronic medical
condition. 

The U.S. health care system has much potential for improvement with
pervasive disparities related to race, ethnicity, and socioeconomic status.27

Large numbers of Americans lack adequate health insurance, and the cost,
quality, and utilization of health care services vary widely. Meanwhile, the
need for long-term care services and care coordination is increasing.
Preventive care, cross-discipline management, and proactive management of
long-term care might reduce the cost of care, but these services often are
uncovered or poorly reimbursed. 
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The Cost of Health Care in the United States
Spending on health care in the United States has been rising at a faster pace
than spending in the rest of the economy since the 1960s (Figure 2). In 2005,
national health care spending amounted to approximately $2.0 trillion, or $6697
per person and 16% of gross domestic product (GDP). By 2015, health care
spending is expected to reach $4.0 trillion and amount to 20% of the GDP.28

Figure 2

U.S. National Health Expenditures (NHE) as a Share of Gross
Domestic Product and Private and Public Shares of NHE 

Selected Years 1965-2015

[Total national health expenditures is the total amount spent in the United
States to purchase health care goods and services during the year. Detailed 
definitions of the various components of national health expenditures can be
found at www.cms.hhs.gov/NationalHealthExpendData/downloads/dsm-05.pdf.]

A minority of the population generate most health care costs. In every age
group in the United States, approximately 10% of the population incurs 60%
to 70% of the costs. People with large medical care costs are often chronically
ill, disabled, or poor. Our society’s inability to provide continuous, coherent,
patient-centered care for this group of individuals is one cause of the high
aggregate cost of health care and contributes to the cost of public insurance pro-
grams. Patients without insurance but with chronic illness entering Medicare
will be sicker and more disabled and therefore more costly to that government
program.30 31

Achieving a High Performance Health Care System with Universal Access
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Paying for Health Care in the United States
While private funds accounted for approximately 50% ($1085.0 billion) of the
aggregate U.S. national health care expenditures ($1987.7 billion) in 2005, pri-
vate insurance paid for only 35% ($694.4 billion). Likewise, private insurance
paid 35% ($596.7 billion) of personal health care expenses ($1661.4 billion), the
costs of therapeutic goods or services rendered to treat or prevent specific dis-
eases or conditions of individuals.32

Health insurance premiums increased 8.8% in 2005, declining from a peak
yearly rate of increase of 13.7% in 2002. From 2000 to 2005, premiums for
family coverage increased by 73%, compared with inflation growth of 14% and
wage growth of 15%. Average annual premiums for employer-sponsored 
coverage rose to $4,024 for single coverage and $10,880 for family coverage.33

The major components of U.S. health care spending (Figure 3) are hospi-
tals (30%), physician and clinical services (21%), pharmaceuticals (10%), and
other spending (25%).34

Figure 3

NOTE: “Physician and Clinical Services” includes offices of physicians, out-
patient care centers, and medical and diagnostic laboratories. “Other Spending”
includes dentist services, other professional services, home health, durable 
medical products, over-the-counter medicines and sundries, public health, other
personal health care, research, and structures and equipment.

SOURCE: Centers for Medicare & Medicaid Services, Office of the Actuary,
National Health Statistics Group.

Employer-based health insurance has been the basis for paying for health 
services since 1940, but it is fast eroding under the pressure of relentlessly rising
costs of care. The proportion of people with employer-based health insurance
coverage dropped from 63.6% in 2000 to 59.7% in 2006. Correspondingly, the
percentage of people with government insurance, including Medicare, Medicaid,
and military health care, increased from 24.7% in 2000 to 27.0% in 2006, and the
percentage of people without any health insurance protection rose to almost
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16%.35 The average annual premium for employer-sponsored family health
insurance increased from $6772 to $10728 (58%) between 2000 and 2005.
During the same period, the average annual premium cost for single-person
coverage increased from $2655 to $3991 (50%). Premiums increased 60% for
employees over the 5-year period, from $1,614 to $2,585.36 As health insurance
premiums have risen, employers have reduced their costs by decreasing or
dropping coverage or benefits, shifting to managed care plans, adopting phar-
macy benefit management plans, and increasing the extent of cost sharing
between employer and employee. 

From 1999 to 2003, the percentage of workers enrolled in employer spon-
sored health plans that required cost-sharing of hospital bills increased from
33.8% to 54.7%, an increase of more than 60%, and the proportion subject to
copayments greater than $10 for physician visits more than doubled.37 In 2005,
76.7% of nonfederal employees enrolled in employer-sponsored health insur-
ance paid a copayment for doctor visits. The average copayment was $18.20.38

Copayments deter some insured people from obtaining needed care39. In addi-
tion, high health insurance costs deter employers who do not provide health
insurance from buying coverage for their employees and make it nearly impos-
sible for most uninsured people to buy more expensive individual policies on
their own.40

Despite the growing need for coordination of health care services, govern-
ment and private insurers pay for health care services primarily on an episodic,
visit-related basis with few, if any, incentives for providing comprehensive, coor-
dinated, and continuous care for the prevention and management of chronic ill-
ness. Primary care physicians now spend about 20% of their time in unreimbursed
coordination of care tasks using the telephone or e-mail.41 Unless changes are
made in payment policy to compensate for these services, disincentives for care
coordination will continue while the need will increase.

Government Programs 
Government pays 46% of all U.S. health care costs through public programs.
Medicare pays 17%, Medicaid and the State Children’s Health Insurance
Program (SCHIP) account for 16%, and other public programs (Veterans
Health Administration, Department of Defense, workers’ compensation, and
public health) pay 13%. Despite repeated attempts to rein in federal expendi-
tures for Medicare and Medicaid, they have continued to increase much faster
than inflation in the entire economy.42

Medicare

Currently, approximately 42.5 million Americans are covered by the Medicare
program: 35.6 million because of eligibility based on age and 6.7 million because
of disability, including those being treated for end-stage renal disease. Total
Medicare expenditures in 2005 were $342 billion.43

Medicare Part A reimburses hospitals for covered services for inpatient
care. It also reimburses skilled nursing facilities for covered services, but not for
custodial or long-term care. Coverage is also provided for hospice care and
some home health care for qualified beneficiaries. Funding is primarily from
payroll contributions (Federal Insurance Contributions Act) from workers to
the Hospital Insurance Trust Fund. 

Medicare Part B covers medically necessary physician services; outpatient
care; diagnostic and laboratory services; some supplies and services, such as
care by physical and occupational therapists; and some home health care not
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covered by Part A. Beneficiaries pay monthly premiums for Part B to the
Supplemental Medical Insurance Trust Fund. Funding is also provided by the
federal government from general revenues. Under the Medicare Modernization
Act of 2003, Part B premiums are higher and rise on a graduated scale based on
income for individuals with incomes above $82,000 and for couples with
incomes above $164,000. These thresholds are indexed to rise with inflation. 

Medicare Part C provides an option (Medicare Advantage) for beneficiaries
to enroll in private insurance plans that are approved to provide Medicare ben-
efits. Medicare Advantage plans provide all Part A and Part B coverage and 
generally offer extra benefits or lower costs. Many include Part D drug coverage.
These plans receive capitated payments from Medicare and covered services are
often restricted to provider networks, such as preferred-provider organizations,
health maintenance organizations, and private fee-for-service plans.

Under the traditional Medicare program, payments to doctors, other
providers, and suppliers are made according to fee schedules that set the max-
imum fees that Medicare will reimburse. Beneficiaries in the original program,
which continues to retain most beneficiaries, are required to pay annual
deductibles and are responsible for paying co-insurance or copayment amounts
for covered services and supplies.

Medicare Prescription Drug Coverage was added in 2006 as Medicare Part
D. All Medicare beneficiaries are eligible to enroll. Coverage is provided
through private insurance companies and enrollment is voluntary. Beneficiaries
are responsible for paying monthly premiums. Previously, many Medicare ben-
eficiaries purchased private supplemental insurance (Medigap) to obtain cov-
erage for prescription drugs. However, following implementation of Medicare
Part D, no new Medigap policies covering prescription drugs are being sold.44

Medicaid

The Medicaid program provides medical benefits to over 52 million people who
meet categorical eligibility standards. It covers about 25% of U.S. children (21
million), and supplements Medicare coverage for 7 million elderly and dis-
abled people. Children account for almost half of the enrollees, but 70% of the
expenditures are for care of elderly (25%) and disabled (45%) adults.45 The fed-
eral government establishes general guidelines for the program, but each state
sets its own rules on eligibility and services. States may also offer additional 
coverage for optional services. Funding is shared by the federal government and
the states. In 2005, Medicaid spending, exclusive of SCHIP, amounted to $313 
billion, with federal funds accounting for about $179 billion (57%) and state
funds accounting for approximately $134 billion (43%). The federal share for
each state ranged from 50% to 77%, depending on average personal income in
each state.46

SCHIP was enacted in 1997 to expand health coverage for children in fam-
ilies with incomes that are low but above the level for Medicaid eligibility. By
2005, about 4.2 million children were covered by the program. SCHIP is joint-
ly financed by the federal and state governments, but is administered by the
states. In 2005, total expenditures for SCHIP were $5.5 billion, with the federal
government providing $3.8 (69%) and state governments funding $1.7 billion
(31%).47 SCHIP was scheduled to expire on 30 September 2007 unless 
reauthorized by Congress.
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Veterans Administration 

The Veterans Administration (VA) provides a range of benefits and services to
about 5.5 million eligible veterans and their dependents, primarily through
government-owned facilities, by salaried physicians. The VA is a single-payer
system that may provide some important lessons for the rest of the U.S. health
care system. 

The VA operates 156 hospitals, 135 nursing homes, 43 residential rehabil-
itation treatment centers, and 711 community-based outpatient clinics. It is the
nation’s largest integrated direct health care delivery system. The VA facilities
are affiliated with 107 of the nation’s 126 medical schools and 1,200 other
health profession schools.48 Access to VA resources is based on a system of pri-
orities and depends on annual approval of discretionary appropriations by
Congress. Funds are allocated geographically. If funding is exhausted before the
end of a fiscal year, services are curtailed. 

In the mid-1990s, the VA responded to criticism of deficiencies in the
health care it provided by adopting a system-wide reorganization. Reforms
included modernizing facilities, restructuring and decentralizing, reducing 
inpatient capacity and reallocating greater resources to ambulatory care. Patient
data registries were developed, an electronic medical record (EMR) system was
instituted, and a commitment was made to improving quality and patient safety.49

Reforms included adoption of a performance system and other measures to
improve quality and increasing emphasis on primary care, preventive services,
and case management for long-term care.50 As a result, the VA has become a
leader in developing a coordinated system of care and health care quality
improvement. Comparisons of VA patients with a national sample show that VA
patients receive higher quality of care and that differences are greatest in areas
where the VA actively monitors performance.51 The VA patients were also
found to receive higher-quality long-term and preventive care than Medicare
patients, particularly for such diseases as diabetes.52 The VA’s reorganization and
placement of greater emphasis on outpatient primary care has resulted in better
access to care for veterans who have had trouble accessing care in the private
sector.53 The VA is also a leader in providing comprehensive rehabilitation
services for spinal cord injuries, for which it integrates vocational, psychological,
and social services within a continuum of care that involves a team-based
approach.54

The VA is often cited for its success in managing prescription drug costs.
The VA relies on a formulary that encourages the use of generic and lower-cost
drugs. Costs are also reduced by combining purchasing power with the
Department of Defense to jointly purchase drugs and by use of a highly auto-
mated mail order system through which more than three fourths of all VA pre-
scriptions are dispensed.55 One recent study found that the prices paid for drugs
most often used by seniors under the Medicare Part D drug plan are 60% high-
er than prices paid for the same drugs by the VA.56 However, critics contend that
comparisons of drug costs between the VA and Medicare are inappropriate and
misleading because the VA is a closed system, with drugs restricted to a formula-
ry and dispensed only through the mail or at government-owned pharmacies.
They also note that the drugs approved for the formulary are typically older than
those generally available. Only 38% of drugs approved by the U.S. Food and
Drug Administration in the 1990s and 19% of drugs approved since 2000 are on
the formulary. One study indicates that the impact of failure to use newer drugs
has reduced the mean age of death for VA patients by about 2 months and that
the economic value of this reduction in longevity is $25,000 per person.57
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The success of the VA system in dramatically restructuring itself indicates
that major gains can be achieved in the U.S. in improving health care access and
quality while reducing costs. Although reforms may be more readily achievable
in a closed single-payer system, such as the VA, the VA experience provides
some key lessons for improving health care system performance. These lessons
include shifting services to outpatient care, placing greater emphasis on prima-
ry and preventive care, facilitating case management for long-term care, adopt-
ing information technology and EMRs, use of performance measurement, and
controlling prescription drug costs. 

Out-of-Pocket Spending

Individuals in the U.S. pay 13% of all health care costs out-of-pocket. Rising
costs create financial burdens for individuals who must pay health care costs out
of pocket, result in reduced access to care, and add to the number of uninsured.
Rising health care costs also contribute to increased personal debt and bank-
ruptcy rates.58 59 In 2001–2002, nearly 1 in 6 families (27 million) spent 10% or
more of their income (5% or more if low-income) on out-of-pocket medical
costs.60 

One response to rising health care costs has been the adoption of con-
sumer-directed health plans in which the individual takes greater responsibility for
paying for care out of pocket, rather than the employer or government.
Increased cost sharing is one means to encourage patients to be more cost con-
scious and to use health services more judiciously. Unfortunately, for those
with modest incomes, cost sharing has reduced medically necessary care, such
as taking medicines for hypertension.61 62

Physician Workforce

The U.S. is in the midst of a primary health care workforce crisis that is expect-
ed to worsen precipitously in the next decade. The population is aging, and
Baby Boomers, the largest cohort of the population, will soon be over age 65
and at greater risk for needing care for chronic conditions.63 Yet the United
States currently does not have national policies to guide the training, supply, and
distribution of health care providers to meet future needs for particular spe-
cialties of medicine, such as primary care. 

Primary care physicians are leaving practice sooner than other physician
specialists at the same time that the numbers of medical students and residents
choosing to pursue careers in primary care are declining rapidly. The U.S. pri-
mary care workforce is undergoing a gradual but inexorable contraction that
will seriously affect access to care.64 The long-term result will be higher costs,
lower quality, diminished access, and decreased patient satisfaction.65 The health
care system will become increasingly fragmented, overspecialized, and costly.

Technology and Innovation

Technological innovation is a hallmark of U.S. medicine. Access to the latest
data and clinically effective technology generally is available with little or no
waiting time to anyone in the U.S. with adequate insurance or ability to pay.66

The U.S. has no effective public policies to restrain the spread of technology,
which often occurs before adequate evaluation of its effectiveness. Even when
research shows that technology is ineffective for some groups of patients, trans-
lating these research findings into medical practice often proceeds slowly,
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requires educational efforts to promote best practices, and encounters resistance
from practitioners. 

Increased availability of new technology is associated with greater per capi-
ta utilization and higher spending.67 Technological progress accounts for a large
share of the rise in U.S. health care expenditures.68 Many new biotechnology
products (for example, monoclonal antibodies against tumor necrosis factor) are
very effective but also extremely expensive when taken regularly for chronic 
diseases, such as arthritis.

The U.S. has no centralized authority for coordinating assessments of 
the clinical effectiveness or cost-effectiveness of new technology. Instead, tech-
nology assessments are conducted by various public and private organizations,
including the Agency for Health care Research and Quality (AHRQ), the
Medicare Coverage Advisory Committee, Blue Cross/Blue Shield, and the VA.
Evaluations of clinical effectiveness and determinations of best practices are also
made by professional organizations, such as the American College of Physicians
(ACP), the American College of Cardiology, the American Heart Association,
and others. This pluralistic system leads to duplication of efforts to provide 
evidence-based guidance to good medical practice. At least 45 agencies in 
22 countries, including AHRQ for the United States, share technology 
assessment information through the International Network of Agencies for
Health Technology Assessment. 

The pluralistic health care system in the United States does not have effec-
tive ways of controlling the use of health technology. Health insurance plans
and health maintenance organizations are free to base coverage decisions on any
available evaluations, to make their own assessments or purchase them from pri-
vate companies, or to ignore research findings. Likewise, physicians, hospitals,
and patients are free to order or utilize health care technology regardless of
evaluations of clinical effectiveness or costs in relation to benefits.

The Performance of the U.S. Health Care System

Criteria for a well-functioning system

The Commonwealth Fund has developed a set of criteria for comparing and
evaluating health care systems. In July 2005, it established an 18-member
Commission on a High Performance Health System to chart a course for
advancing promising strategies for health system improvement.69 The
Commission identified 37 indicators of “high performance” for measuring
health systems (Table 1). It aggregated performance indicators into broad 
categories to measure and monitor health care outcomes. The Commission
used these indicators to identify top-performing health systems that could be
used as benchmarks against which to compare health care systems.

16



Achieving a High Performance Health Care System with Universal Access

Table 1
National Scorecard on U.S. Health System Performance
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The Commission then issued a national score card. The U.S. scores on 6
categories of system performance ranged from 51 to 71 on a scale in which sys-
tems with the best scores were used as benchmarks and were rated at 100.
Overall, the U.S. health care system received a score of 66.70

The U.S. composite scores for each of the 6 categories are listed after each
category: long, healthy, and productive lives, 69; quality, 71; access, 67; 
efficiency, 51; equity, 71; capacity to innovate and improve, not scored.

Commonwealth Fund Commission Key Indicators for Measuring
the Performance 

Long, Healthy, and Productive Lives 

The Commonwealth Commission defined the overarching mission of a high-
performance health care system as being, “to help everyone, to the extent pos-
sible, lead long, healthy, and productive lives.” All performance indicators reflect
on a system’s ability to achieve this goal. Specific measures of health outcomes
for this indicator include high life expectancy, low preventable mortality, low
infant mortality, and low proportions of adults with limitations on their activi-
ties. The U.S. ranked last overall on all 3 indicators of healthy lives. The U.S.
infant mortality rate is 7.0 deaths per 1000 live births, compared with 2.7 in the
top three countries. 

Quality 

A well-functioning, high-performance health care system would provide care
that is necessary, appropriate, and of high quality. Care would be provided in
accord with evidence of clinical effectiveness and with a minimum of avoidable
errors. Indicators of high quality include provision of preventive care services,
management of chronic diseases, care coordination, provision of patient-cen-
tered care, low nursing home admission and readmission rates, low instances of
medical errors, and low preventable death rates. The U.S. scored well on the
provision of preventive care but received low scores on long-term care 
management, safe care, and patient-centered care. For overall quality, the U.S.
ranked fifth and Canada ranked sixth. 

Access

In a high-performance health care system needed health care services would be
readily accessible to all members of the population. Measures of access include
health insurance coverage, ability to see a physician and obtain needed medical
attention, families spending less than 10% of income on out-of-pocket medical
costs and premiums (5% if low-income), ease of obtaining after-hours care,
short waiting times for doctor appointments, and a minimal number of patients
with problems with medical bills or high medical debts. With 47 million unin-
sured, the United States ranked last on access. However, the report noted that
insured patients in the United States have rapid access to specialized care.
Overall, Germany ranked first on access. 
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Efficiency

A well-functioning system would have low rates of overuse, inappropriate use,
or waste; minimal expenditures for administrative and regulatory cost; and use
of information tools (for example, health information technology and EMRs)
to support efficient care. Of the 6 countries compared, the U.S. ranked last in
terms of efficiency. The Commonwealth Fund found that the U.S. had poor
performance in terms of measures of national health expenditures, administra-
tive costs, the use of information technology, and the use of multidisciplinary
teams. It noted that “the U.S. lags well behind other nations in the in the 
use of electronic medical records: 17 percent of U.S. doctors compared with 
80 percent in the top three countries.”71

Equity

Measures of equity in the health care system reflect differences based on
income, insurance status, and geography (urban versus rural), as well as differ-
ences among population groups based on age, sex, race, and ethnicity. A well-
functioning system would have minimal differences among groups in terms of
access to and quality of health care services. The United States also ranked last
on measures of equity, particularly because of inequities in access and quality
based on income. The Commonwealth Fund noted that there is a wide gap
between low-income or uninsured populations and those with higher incomes
and insurance. It also considered disparities among racial and ethnic groups and
concluded that “Overall, it would require a 24% or greater improvement in
African-American mortality, quality, access and efficiency indicators to approach
benchmark white rates.”72

Capacity to Innovate and Improve

A system’s ability to innovate and improve is a crucial element for attaining high
performance. The Commonwealth Commission did not identify specific indi-
cators or scores for this element. Measures could include investments in
research (clinical, technological, pharmaceutical, and health services research)
and having a health care infrastructure that fosters innovation. This indicator
could also include having an infrastructure and workforce planning capacity to
assure sufficient numbers of appropriately trained physicians and other health
care professionals.

The Commonwealth Commission’s data indicate that the U.S. health care
system has much room for improvement. The Commission concluded that

The Scorecard results make a compelling case for change. Simply put, 
we fall far short of what is achievable on all major dimensions of health 
system performance. The overwhelming picture that emerges is one of 
missed opportunities—at every level of the system—to make American 
health care truly the best that money can buy.73

The Commonwealth Commission estimated that closing the gaps between
actual and achievable performance as measured by its scorecard could save at
least $50 billion to $100 billion per year in health care spending and could pre-
vent 100,000 to 150,000 deaths per year.74 In addition, it cited the Institute of
Medicine’s estimate that the nation could achieve economic savings of up to
$130 billion per year from insuring the uninsured.75

Clearly, the evaluations and comparisons by the Commonwealth Fund
Commission indicate that the U.S. health care system can be much improved
to achieve the higher performance levels attained by health care systems in
other countries.
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The U.S. Health Care System Compared With That in Other
Countries

Although many individuals in the U.S. receive exemplary health care, inter-
national comparisons on most key indicators of the public’s health have shown
that the U.S. has poorer health outcomes in the aggregate than many other
industrialized countries. However, it can be difficult to draw conclusions from
comparing health data of different countries because differences may also reflect
economic, demographic, social, and cultural factors in addition to differences
in the quality of medical care. International comparisons by definition involve
national averages and fail to recognize wide variations within such countries as
the U.S., in which, for example, public spending on health varies from $59 per
capita in Iowa to $499 per capita in Hawaii and infant mortality rates range
from 4.7 deaths per 1000 births in Massachusetts to 10.1 in Mississippi.76

International comparisons are subject to error because of differences in the
way countries define report and interpret data. Also, the growing practice of
cross-national travel for health care—European Union (EU) citizens can now
receive care anywhere within the EU—makes it difficult to attribute health
outcomes to health care in one country. These caveats not withstanding, the
ACP believes that the United States can learn much by closely examining how
other countries’ health care systems tried to solve the problems that underlie the
United States poor performance relative to its national health care expenditures.

In the past, data for these comparisons generally were limited to such 
indicators of health status as life expectancy and infant mortality and national
health expenditures. In 2001, the Organization for Economic Co-operation
and Development (OECD) began a project to measure and compare health care
quality among countries.77 In 2005, OECD and the World Health Organization
agreed to compile health data on countries in the EU and other industrialized
countries. This international benchmarking project uses international stan-
dards and definitions, verifies data, and develops uniform methodologic guide-
lines. It will enable researchers to better track and compare the impact on
health care quality of major changes with health care delivery.78 All nations
stand to learn from the OECD health care project.

The United States spends a greater share of its GDP on health care than
any other country. Data for 2005 from the OECD for its 30 member countries
show that although the United States spent 15.3% of its GDP on health care,
other industrialized countries were spending 8% to 11%, with an average of
9.0%.79 Despite much greater expenditures, the volume of medical services (for
example, physician and hospital visits) used by U.S. residents is roughly 
comparable to that of the other 29 OECD countries. In 1996, only 12% of the
U.S. population was hospitalized per year, compared with 16% on average in
OECD countries. 

Table 2 compares some key health statistics for selected countries. Measures
of health (life expectancy at birth, infant mortality, and deaths per 100,000 for
diseases of the respiratory system and for diabetes) indicate that health in the
United States is not better than in other industrialized countries, and in many
cases is clearly worse, despite the higher level of U.S. expenditures.80 It shows
that the United States spent $6401 per capita on health in 2005, far more per
person than any other country. Switzerland, with the next highest per capita
health spending, spent only two thirds as much, $4,177 per person. Other
industrial countries, including Canada, France, Germany, Japan, and the 
United Kingdom, spent about one half as much per capita as the U.S.81
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The U.S. has fewer inpatient hospital beds per 1000 people, but hospital stays
are generally shorter and less frequent in the U.S. The differences in total and
per capita expenditures appear to be due primarily to higher prices in the
United States and greater intensity of services, including greater use and earlier
dispersion of technology.82

As a wealthy nation, the U.S. can devote a greater share of its national
income to health care than can other countries. As wealth increases, individu-
als and society as a whole have greater means to purchase health care services,
including services that in other countries might be considered discretionary or
luxuries. Consequently, the U.S. adopts and disperses new medical technology,
such as computed tomography, magnetic resonance imaging, neonatal intensive
care units, cardiac and coronary artery bypass grafting, angioplasty, and
positron-emission tomography, more readily and more rapidly than other 
countries.83 Although the U.S. produces and consumes more goods and services
than any other country, resources still are limited and greater spending on
health care will mean that less is available for other high-priority items, such as
housing, education, and national defense, or will result in the escalation of the
public debt.
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Administrative and Regulatory Costs

Although there is broad agreement in the literature that U.S. health care
expenses are substantially higher than those in single-payer systems like Canada,
differences in the definitions of administrative costs and methods for measur-
ing them have resulted in widely differing estimates. One study84 estimated
administrative and regulatory costs to be 31.0% of health care expenditures in
the U.S. ($1059 per capita), nearly 3 times Canada’s rate of 16.7% ($307 per
capita). However, OECD data for 2003 (Figure 4) indicate that the U.S. spent
7.3% of total national health expenditures on health administration and 
insurance costs; Germany spent 5.6% and Canada spent 2.6%. 

Figure 4

Percentage of National Health Expenditures
Spent on Health Administration and Insurance, 2003

*Data from 2002. †Data from 1999. ‡Data from 2001.
§Includes claims administration, underwriting, marketing, profits, and other administrative

costs; based on premiums minus claims expenses for private insurance

Source: Commonwealth Fund National Scorecard on U.S. Health System Performance:
Complete Chartpack.85

.

Recent data from the Centers for Medicare & Medicaid Services (CMS)
indicate gross administrative overhead of about 14.3% for private U.S. health
insurance in 2005.86 The CMS data show that administrative costs for the 42
million enrollees covered by Medicare Part A (hospital insurance) were less than
1.6% of disbursements and were under 2.1% for the 40 million enrollees in
Medicare Part B (Supplemental Medical Insurance). The CMS reported com-
bined state and federal administrative costs for Medicaid as less than 1%.87

Regardless of the differences in the estimates, they all show that administrative
costs of private for-profit insurance plans in the United States are clearly higher
than those of Canada, other countries, and nonprofit government programs in
the U.S. This reflects the added administrative costs incurred in the U.S. by 
private insurance companies for advertising, marketing, collecting premiums,
and profits.
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Out-of-Pocket Costs 

In the United States, out-of-pocket spending by patients accounts for 13.2% of
total health care spending. This is surprisingly less than the 14.9% share in
Canada. Although there is no cost-sharing for covered health care services
under the Canadian national health program, that program does not cover pre-
scription drugs provided outside of hospitals. Figure 5 shows that out-of-pock-
et spending in the U.S. also accounts for a smaller share of total health 
spending than in most other OECD countries, for which the average is 19.8%.
Differences in cost-sharing requirements and covered services in insurance
plans account for much of these differences among countries.88

Figure 5
Percentage of Health Care Costs Paid Out of Pocket 

2004

Source: Congressional Research Service based on OECD Health Data 2006 (October 2006).
Notes: Data are from a previous year for two countries: for the Slovak Republic, data are
from 2003; for Japan, data are from 2002. Recent data are available only for 26 of the 30
OECD countries.

Recent surveys of patient care experiences and patient ratings of various
dimensions of care in the U.S. and 5 other countries (Australia, Canada, New
Zealand, the United Kingdom, and Germany) show that patients rank the U.
S. health care system lower than health systems of other countries on several key
measures. People in these countries, which rely on physician workforces with
greater proportions of primary care physicians, see less need for a complete
rebuilding of their health care systems, find their regular physicians’ advice to
be helpful, and receive coordinated care. As Figure 6 shows, the U.S. had 
the poorest overall ranking and poorest ratings on safe care, access, efficiency,
equity, and healthy lives.89 Of 51 indicators of quality of care, the U.S.ranked
first on only 6 indicators, including effectiveness of care, but last or tied for
last on 27.90
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Figure 6
Commonwealth Fund Overall Rankings of Six Countries 

According to Key Indicators of Performance91

*Data from 2003.
Source: Calculated by the Commonwealth Fund based on the Commonwealth Fund 2004
International Health Policy Survey, the Commonwealth Fund 2005 International Health
Policy Survey of Sicker Adults, the 2006 Commonwealth Fund International Health Policy
Survey of Primary Care Physicians, and the Commonwealth Fund Commission on a High
Performance Health System National Scorecard (65) (www.commonwealthfund.org).
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Some Health System Characteristics That May Explain
International Differences in Health System Performance

Commitment to Primary Care 

Most strongly performing health care systems have strong primary care. Indeed,
it is at the center of these countries’ systems. Strong primary care systems and
practice characteristics are associated with improved population health. Systems
that enhance the provision of primary health care have reduced overall mortality
rates, including premature death from asthma and bronchitis, emphysema and
pneumonia, and cardiovascular disease.93 Access to primary care also is associ-
ated with a more equitable distribution of health in populations.94 Yet, the U.S.
is in the midst of a primary health care workforce crisis and may not have a 
sufficient supply of primary care physicians to meet future needs. 

Control Over Workforce Supply

Control over the supply of different types of physicians is another characteristic
of well-performing health care systems. In the United Kingdom and Canada,
countries with single-payer systems, the government has leverage to manipulate
the health care workforce supply, including controlling both training capacity and
employment opportunities. In the U.S., the federal government’s primary policy
for influencing physician supply is through Medicare reimbursement of graduate
medical education residency training positions. The U.S. also has limited 
funding to support primary care training programs (Title VII) and scholarship
programs with service obligations such as the National Health Service Corps,
Uniformed Services, and Indian Health Service.

Widespread Implementation of Electronic Medical Records

The U.S. lags seriously in the implementation of EMR systems in office 
practice. Compared with primary care doctors in 6 other countries, U.S. 
physicians are among the least likely to have extensive clinical information sys-
tems. In 2006, nearly all of the primary care doctors in the Netherlands (98%),
and 79% to 92% of doctors in Australia, New Zealand, and the United
Kingdom, have EMR systems, whereas the rate was only 28% in the U.S. and
23% in Canada. Most doctors in countries with high rates of EMR systems 
routinely use technology to electronically order tests, prescribe medications,
and access patients’ test results. Compared with doctors in the U.S., doctors in
these countries are more likely to receive computerized alerts about potential
problems concerning drug dosages and interactions, have reminder systems to
notify patients about preventive or follow-up care, and (except for the
Netherlands) receive prompts to provide patients with test results. More than
60% of the doctors in the 4 countries with high EMR use, as well as those in
Germany (where 42% have EMR systems), say it is easy to generate lists of
patients by diagnosis or health risk; in contrast, only 37% of U.S. doctors say
it is easy, and 60% say it is somewhat difficult, very difficult, or not possible to
generate such lists. Likewise, doctors in countries with high rates of EMR 
systems are 2 to 4 times as likely to say it is easy to generate lists of patients 
who are due or overdue for tests or preventive care; only 20% of doctors in the
U.S. report that it is easy.95
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Lessons From Other Countries and ACP Recommendations for
Redesigning the U.S. Health Care System

Analyses of health care in 12 other industrialized countries illustrate a variety
of approaches that have each successfully assured universal access to health
care. Each system has provided comparable or better health care at less cost
than in the U.S. The U.S. has much to learn from these countries. The 
following section describes key lessons from these countries and recommenda-
tions that build upon these lessons. Figure 1 summarizes the lessons learned and
the recommendations that flow from them. 

Paying for Health Care

Lesson 1: Well-functioning health systems all guarantee that all 
residents will have access to affordable health coverage for a defined
set of benefits (that is, universal coverage). Countries have used
different strategies to achieve universal coverage. Some have opted
for a system funded solely by the national or provincial govern-
ments (single-payer systems as in Canada, United Kingdom, Japan,
and Taiwan) while others have a mix of public and private sources
of funding (pluralistic systems as in Australia, Belgium, Denmark,
France, Germany, the Netherlands, New Zealand, and Switzerland).

Lesson 2: Global budgets (Canada, Germany, New Zealand, Taiwan,
the United Kingdom, and the VA) can help restrain health care
costs, but do not provide effective incentives for improved efficiency
unless the annual expense budget is reasonable and the target
region is small enough to motivate individual providers to avoid
overutilization of services.

Lesson 3: Cost savings can be achieved through the use of govern-
ment power to negotiate prices (Belgium, Canada, Japan, and the
VA) but may result in shortages of services subject to price controls,
delays in obtaining elective procedures, cost-shifting, and creation
of parallel private sector markets for health care services for those
who can afford to buy services from sources not subject to price
controls (Japan, New Zealand, and the United Kingdom). 

Lesson 4: Countries that have federal systems in which national and
regional governments share authority can achieve universal coverage
while allowing regional governments to establish their own programs
that receive substantial financial support from the national govern-
ment. Federal support is subject to federal requirements to assure
cross-border consistency in benefits and out-of-pockets costs and
access to services across regional borders (Canada).

Recommendation 1a: Provide universal health insurance coverage to ensure
that all people within the United States have equitable access to appro-
priate health care without unreasonable financial barriers. Health insur-
ance coverage and benefits should be continuous and not dependent on
place of residence or employment status. The ACP further recommends
that the federal and state governments consider adopting one or the
other of the following pathways to achieving universal coverage:
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1. Single-payer financing models, in which one government entity
is the sole third-party payer of health care costs, can achieve uni-
versal access to health care without barriers based on ability to
pay. Single-payer systems generally have the advantage of being
more equitable, with lower administrative costs than systems
using private health insurance, lower per capita health care
expenditures, high levels of consumer and patient satisfaction,
and high performance on measures of quality and access. They
may require a higher tax burden to support and maintain such
systems, particularly as demographic changes reduce the number
of younger workers paying into the system. Such systems typi-
cally rely on global budgets and price negotiation to help restrain
health care expenditures, which may result in shortages of 
services and delays in obtaining elective procedures and limit
individuals’ freedom to make their own health care choices. 

2. Pluralistic systems, which involve government entities as well as
multiple for-profit or not-for-profit private organizations, can
ensure universal access while allowing individuals the freedom to
purchase private supplemental coverage but are more likely to
result in inequities in coverage and higher administrative costs
(Australia and New Zealand). Pluralistic financing models must
provide 1) a legal guarantee that all individuals have access to 
coverage and 2) sufficient government subsidies and funded 
coverage for those who cannot afford to purchase coverage
through the private sector. (See the ACP’s “Proposal for
Expanding Access to Health Insurance” as an example of how a
pluralistic system can achieve universal coverage.96)

Recommendation 1b: Provide everyone access to affordable coverage,
whether provided through a single-payer or pluralistic financing model,
that includes coverage for a core package of benefits, including preventive
services; primary care services, including but not limited to chronic illness
management; and protection from catastrophic health care expenses. 

Recommendation 1c: Until there is political consensus for achieving 
universal coverage at a federal level, Congress should encourage state
innovation by providing dedicated federal funds to support state-based
programs with an explicit goal of covering all uninsured persons within
the state. (See the ACP’s Position Paper, “State Experimentation with
Reforms to Expand Access to Health Care”).97

Comment: Universal health care insurance is necessary to ensure that everyone
within the United States has access to needed health care services of high 
quality. Government programs should ensure that any uninsured persons within
the borders of the United States also have access to health care services without
undue financial barriers and that health care services provided to uninsured 
persons are adequately reimbursed. The alternatives recommended call for either
a system funded solely or principally by government (federal and states), com-
monly known as a single-payer system, or a pluralistic system that incorporates
existing public and private programs with additional guarantees of coverage and
with sufficient subsidies and other protections to assure that coverage is available
and affordable for all. The ACP has proposed a step-by-step plan that would
achieve universal coverage while maintaining a pluralistic system of mixed 
public and private sector funding.98
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Controlling Health Care Costs

Lesson 5: The best systems ensure access to health care without finan-
cial barriers. Cost sharing with copayment schedules based on income,
so that low-income individuals pay no or nominal amounts (Belgium,
France, Japan, New Zealand, and Switzerland), can help restrain costs
while assuring that poorer individuals can access services.

Lesson 6: Incentives to encourage personal responsibility for health
(Australia, Belgium, Japan, New Zealand, the Netherlands,
Switzerland, and Taiwan) can lead to healthy behaviors, improved
health outcomes, and responsible utilization of health care services.
These countries restrain costs without punishing people who fail to
adopt recommended behaviors or lifestyles. 

Recommendation 2: Create incentives to encourage patients to be prudent
purchasers and to participate in their health care. Patients should have
ready access to health information necessary for informed decision mak-
ing. Cost-sharing provisions should be designed to encourage patient
cost-consciousness without deterring patients from receiving needed and
appropriate services or participating in their care.

Comment: Consumer-directed health care—in which patients are actively
involved in medical decision-making and are prudent purchasers of health care—
is one strategy for reducing health care costs and improving the efficiency of the
health care system. However, for patients to make informed decisions, it is essen-
tial that they obtain accurate and understandable information necessary for such
decision making. Health systems should provide easy access to information about
the actual prices of medical services and available treatment options and patient
education about health, diet and nutrition, and preventive health care. Patients
should have access not only to information about their own health and treatment
options but also to information that compares the effectiveness and costs of drugs,
tests, and medical procedures. Public access to information about the qualifica-
tions and performance of physicians, hospitals, and other providers of health care
services would also inform patient decision making. Achieving a transparent and
interactive health information system that enables ready access to valid and 
reliable data will require collaboration between the public and private sectors.99

Greater cost sharing is one means to encourage patients to be more prudent
purchasers of health care. However, merely imposing greater cost-sharing
requirements can reduce appropriate use of health care services. Increasing
cost sharing can also create greater financial burdens and barriers to obtaining
needed health care services. Increased cost sharing can increase inequities
because it raises out-of-pocket costs. It can create financial burdens that espe-
cially affect low-income people. Out-of-pocket costs may cause patients to skip
preventive health care services that could prevent more serious health problems
and that ultimately would be cost-effective. Nevertheless, as their health care
costs continue to rise, other countries are increasingly resorting to requiring
patient cost-sharing (France, Japan, New Zealand, and Switzerland). As yet, the
impact of these measures on health is unknown.  

Another approach is to create positive incentives for patients to seek
increased value for their health care dollar. Congress sought to achieve this
objective by permitting individuals and their employers to make tax-free 
contributions to Health Savings Accounts (HSAs). The individual owns and
controls these accounts and can use them to pay for “qualified medical expenses.”
Unused funds in an HSA grow year-to-year tax free, thereby creating further
incentives for the individual to be prudent purchasers of health care services.100
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Assuring a Health Care Workforce to Meet the Nation’s 
Health Care Needs

Lesson 7: Societal investment in medical and other health profes-
sional education, which would reduce the cost to students, can help
achieve a health care workforce that has the right proportion of 
primary care physicians and subspecialists, is well-trained, and is
large enough to ensure access to care (France, Germany, the United
Kingdom, and the VA) 

Lesson 8: Investment in primary and preventive care can result in bet-
ter health outcomes, reduce costs, and may better ensure an adequate
supply of primary care physicians. These efforts can be further
enhanced by ensuring that all residents have equitable access to 
primary care physicians (Australia, Canada, Denmark, France, the
Netherlands, New Zealand, Switzerland, and the United Kingdom)
and utilizing the patient-centered primary care model (Denmark).

Recommendation 3: Develop a national health care workforce policy that
includes sufficient support to educate and train a supply of health pro-
fessionals that meets the nation’s health care needs. To meet this goal, the
nation’s workforce policy must focus on ensuring an adequate supply of 
primary and principal care physicians trained to manage care for the whole
patient. The federal government must intervene to avert the impending
catastrophic shortage of primary care physicians. A key element of work-
force policy is setting specific targets for producing generalists and 
specialists and enacting policy to achieve those targets.

Comment: All stakeholders must be involved in coordinated workforce planning
to ensure an adequate supply of health care professionals. This planning must
include determining the workforce needs for all health care professionals, includ-
ing physicians, nurses, and other health care professionals. The U.S. has a lower
proportion of primary care physicians relative to other specialists than many
other industrialized nations that score better on measures of cost and quality. The
ACP is particularly concerned about the looming crisis in the supply of primary
care physicians in the U.S. Within the U.S., states with higher ratios of primary
care physicians to the population have better health outcomes, including mor-
tality from cancer, heart disease, or stroke.101 102 States with higher proportions of
specialist physicians have higher per capita Medicare spending. Conversely, a
greater number of primary care physicians is associated with increased quality 
of health services, as well as a reduction in costs.103 The preventive care that 
primary care physicians provide can help to reduce hospitalization rates.104

In fact, hospitalization rates and expenditures for conditions amenable to ambu-
latory care are higher in areas with fewer primary care physicians and limited
access to primary care.105 106  The supply of primary care physicians is also
associated with an increase in life span.107 108

Several countries appear to be the exception to the rule that successful
health systems have more primary care physicians. In particular, the relatively
low percentages of primary care physicians reported for Denmark and the
Netherlands stand out. This anomaly may be an artifact of different methods
for collecting and reporting workforce data despite the efforts of the OECD.
Other possible explanations for the low percentages of practicing generalist
physicians in Denmark and the Netherlands may be that these countries rely
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more on physician extenders and the extensive use of EMRs to achieve better
efficiency, possible exclusion of primary physicians who provide night coverage,
and failure to count individuals providing what would be considered as primary
inhospital care in the U.S. Further research is needed to better understand
these apparent exceptions. Another important issue that requires further study
is referral rates to subspecialists in relation to the organization of care in the
U.S. compared with other countries.

Workforce planning should strive to achieve a diverse workforce of 
health professionals that increases representation of ethnic and minority
providers.109, 110, 111, 112 Consequently, federal and state funding should be continued
and increased for programs and initiatives that work to increase the number of
health care providers in minority communities. National health workforce 
planning should also encourage medical and other health professional schools to
revitalize efforts to improve matriculation and graduation rates of minority 
students and to recruit and retain minority faculty.113

All users and payers of health care must contribute their share to support
medical education, which is a public good that benefits all of society. Adequate
funding is needed to support the undergraduate, graduate, and continuing med-
ical education that is involved. Medical school education in most other countries
is financed or supported by public funding; students pay little (the Netherlands)
or no (for example, Australia, Canada, France, Germany, Japan, and Switzerland)
tuition and typically are responsible only for the cost of books and fees.114

In contrast, the average tuition in the U.S. in 2005 was $20,370 for public
medical schools and $38,190 at private medical schools. Most of this is paid by
students and their families. As a result, 85% of graduating medical students
begin their careers with substantial educational debts. The average debt in
2005 was $105,000 for graduates of public medical institutions and $135,000 for
graduates of private medical schools.115 Rising educational debt influences physi-
cian career choices and is one of the factors that discourage medical students
from choosing a career in primary care.116 The long pipeline of medical educa-
tion and training, the impending crisis in primary care, and the retirement and
career changes of older physicians necessitate that the U.S. take action to assure
a constant influx of new students embarking on medical careers, particularly for
careers in primary care. 

Physician workforce planning should determine the nation’s current and
future needs for appropriate numbers of physicians by specialty and among
geographic areas. A national commission is needed to provide explicit planning
at the federal level to accomplish this task. Such planning would involve a sys-
tematic determination of residency training needs and guidance for allocation
of federal funding support. Immediate and comprehensive reforms are needed
to ensure that there are enough primary care physicians to take care of an aging
population with increasing incidences of chronic diseases. 

A more detailed presentation of ACP recommendations concerning a
national health workforce policy can be found in the position papers, Creating a
New National Workforce for Internal Medicine117 and The Impending Collapse of
Primary Care Medicine and Its Implications for the State of the Nation’s Health Care.118

Lesson 9: Effective physician payment systems include adequate pay-
ment for primary care services, incentives for quality improvement and
reporting (Belgium and the United Kingdom), means for recognizing
geographic or local payment differences (Canada, Denmark, Germany,
and the United Kingdom), and incentives for care coordination
(Denmark and the Netherlands). 
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Policies That Promote Patient-Centered Care

Recommendation 4: Redirect federal health care policy toward supporting
patient-centered health care that builds on the relationship between
patients and their primary and principal care physicians and financially
supports the patient-centered medical home, a practice system that the
evidence suggests has the potential to improve health outcomes, achieve
more efficient use of resources, and reduce health care disparities.

Comment: Principal care physicians provide the predominant source of care
for a patient. Primary care physicians are principal care physicians, but so are
other medical specialists and subspecialists when they are the patient’s princi-
pal source of care. In the position paper “A System in Need of Change:
Restructuring Payment Policies to Support Patient-Centered Care,”119 the ACP 
proposes that the federal government take the lead in restructuring payment
policies to achieve patient-centered health care. (The advanced medical home
is a model described in previous ACP position papers that offers the benefits of
a personal physician with a whole-person orientation who accepts overall
responsibility for the care of the patient and leads a team that provides enhanced
access to care, improved coordinated and integrated care, and increased efforts
to ensure safety and quality. The American Academy of Family Physicians has
proposed a similar model called the personal medical home. The ACP,
American Academy of Family Physicians, American Academy of Pediatrics,
and American Osteopathic Association have adopted a joint statement of prin-
ciples that uses the patient-centered medical home as a common descriptor for
both models. The American Academy of Pediatrics has also promoted the con-
cept of a medical home for children with special needs. For the purposes of this
paper, the term patient-centered medical home will be used and should be con-
sidered to be interchangeable with the term advanced medical home as
described in other ACP position papers.)120

A patient-centered medical home is a medical practice in which 

1. Each patient has an ongoing relationship with a personal physician
trained to provide first contact, continuous, and comprehensive care.

2. A personal physician leads a team of individuals at the practice level
who collectively take responsibility for treating and managing care for
the whole patient, rather than limiting practice to a single disease con-
dition, organ system, or procedure.

3. Care is coordinated and/or integrated across all elements of the health
care system (for example, subspecialty care, hospitals, home health
agencies, nursing homes) and the patient’s community (for example,
family, public, and private community-based services). 

4. There is consistent use of evidence-based medicine, clinical decision
support tools, health information exchange, and other means to guide
decision making and to ensure that patients get the indicated care
when and where they need and want it in a culturally and linguistical-
ly appropriate manner. 

5. Patients are involved in planning, decision making, and accountability for
ongoing medical care. 

6. Enhanced access to care is available through such systems as open
scheduling; expanded hours; and new options for communication
between patients, their personal physician, and practice staff.
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7. Practices go through a voluntary recognition process by an appropriate
nongovernment entity to demonstrate that they have the capabilities to
provide patient-centered services consistent with the medical home
model. 

8. Practices receive payments that appropriately recognize the added
value provided to patients.121

The ACP has previously proposed a series of fundamental changes to
improve the delivery of health care services. Patients should be encouraged or
provided incentives to enroll in a medical home. Medical homes should meet
standards of accessibility and care coordination. Position papers from the ACP
provide greater detail on each of the following proposals:

1. Change payment policies to provide physician case management fees
for care coordination services.122

2. Encourage the use of electronic health records.123

3. Encourage the use of and exchange of electronic health care informa-
tion.124

4. Provide incentives for coordinated, patient-centered care (advanced
medical home).125

5. Use evidence-based performance measures to improve the quality of
care and provide incentives, including financial incentives, to reward
physicians who meet or exceed standards.126

6. Pay physicians for computer-based consultations.127

7. Pay physicians for telephone consultations.128

8. Promote professionalism and the patient–physician relationship, includ-
ing physicians’ responsibility to be prudent managers of resources.129

Measuring the Quality of Health Care

Lesson 10: Performance measures, financial incentives, and active
monitoring of performance are key elements of health systems that
provide high-quality care (Australia, New Zealand, the United
Kingdom, and the VA system).

Recommendation 5: Provide financial incentives for physicians to achieve evi-
dence-based performance standards. The U.S. should consider revising
existing volume-based payment systems used by Medicare and most private
insurers to 1) better support physician–patient relationships by creating
care coordination payments and other incentives for physicians working
with health care teams to provide patient care management that includes
comprehensive ongoing care and 2) maintain a fee-for-service component
for separately identifiable visits and procedures, such as the bundled and
hybrid payment structure used in Denmark and the Netherlands.

Comment: The current physician payment system in the U.S. provides incen-
tives for increasing the volume of physician services but few financial incentives
for cost-effective or efficient care. It also better rewards physicians for the use
of technological procedures, as opposed to time-intensive services. Physician
payment methods in the U.S. also provide little incentive for physicians to
assume responsibility for being prudent managers of health care resources. 
A better payment model is the blended approach as used in Denmark, where 
primary care physicians receive a capitated payment for providing care coordi-
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nation and case management—by telephone or e-mail—as a medical home in
addition to receiving fee-for-service payments for office visits.

Achieving a well-functioning health care system that encourages quality
improvement will require incentives to encourage change. Performance mea-
surement, the objective assessment of how well physicians adhere to evidence-
based standards to achieve desired outcomes, is increasingly being applied in the
health care sector to improve the quality, safety, and accountability of medical
care. Pay-for-performance programs utilize performance measures to enhance the
quality of health care by rewarding physicians for adhering to evidence-based
standards of care. The ACP policy and analysis concerning performance mea-
surement and pay-for-performance is presented in greater detail in 2 position
papers,The Use of Performance Measurements to Improve Physician Quality of Care130

and Linking Physician Payments to Quality Care.131

In these papers, the ACP warns that

Performance measures—if done right—have potential to assess physi-
cian performance, improve the quality of patient care, enhance the
coordination and management of care, and reward physicians who
meet or exceed the benchmarks set by performance measures.
However, if applied in a bureaucratic, arbitrary, or punitive manner,
performance measurement can hinder quality and harm patient care,
undermine the physician—patient relationship, and cause physician
frustration and career dissatisfaction. 

Pay-for-performance systems should be evidence-based, transparent, fair,
and equitable for practicing physicians. The ACP believes that the primary
goal of such programs must be to promote continuously improving quality
care across the health care delivery system. Accordingly, pay-for-performance
programs should focus on the following:

1. Demonstrating that they lead to patient care that is safer and more
effective as the result of program implementation.

2. Providing incentives for all physicians to perform better, continually
raising the bar on quality.

3. Developing, or linking closely to, technical assistance efforts and learn-
ing collaboratives so that all providers are motivated and helped to
improve their performance.

Major changes are needed to the current physician payment system in the
United States to achieve a system that truly rewards quality improvement on
evidence-based measures of care. Adding reimbursement tied to physician 
performance on top of the current payment system, unless substantial, will be
inadequate to materially change the current level of physician performance.
Fundamental redesign of physician payment methods (as outlined in recom-
mendation 5), so that physician reimbursement would no longer be based on
volume and episodes of acute illnesses but on patient-centered, physician-
guided care coordination and quality performance based on evidence-based
clinical measures, is needed.
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Practice-based electronic health information systems (see recommendation
6 below) are needed so that data can be collected for measurement purposes and
so physicians can easily report and share information without further adding to
administrative and paperwork burdens. Performance measures will not lead to
quality improvement if physicians in practice lack the ability to incorporate
proven quality improvement measures into their practices.

Electronic Billing and Medical Records

Lesson 11: Adoption of a uniform billing system and electronic pro-
cessing of claims improves efficiency and reduces administrative
expenses (Germany, Canada, Taiwan, the United Kingdom, and most
others, including the VA system).

Recommendation 6: Reduce the costs of health care administration and the
attendant burdens they place on patients and their physicians, including
creating uniform billing and credentialing systems across all payers.

Recommendation 7: Support with federal funds an interoperable health
information technology infrastructure that assists physicians in delivering
evidence-based, patient-centered care. 

Comment: Reducing paperwork, claims processing, and regulatory require-
ments could yield tremendous savings in the costs of health care. The ACP has
long advocated measures to reduce administrative burdens and regulatory
hassles.133 In a 1998 policy paper on the topic of hassles created by insurers, the
ACP found the following:134

1. Physicians are spending more time on insurance paperwork and less
time seeing patients.

2. Physicians believe that insurers question their professional judgment
too often.

3. Physicians have been forced to hire additional personnel to keep up
with the abundant paperwork that insurance hassles create.

The ACP continues to advocate the following long-held positions:

1. All health insurance industry forms should be uniform, with 1 form per
task rather than a different form from every insurer for the same task
(for example, a single durable medical equipment approval form and a
single referral form). 

2. All health care plans and hospitals should use 1 standard physician
credentialing and recredentialing form.

Among several means for improving efficiency is the use of electronic tech-
nology that will allow automating payment and health insurance transactions
without reliance on paper processing. Automated point-of-care transactions
are possible by using smart card technology (similar to automated teller
machine cards) that will automatically verify the individual’s coverage status,
benefits, and required copayments and co-insurance, then bill the appropriate
payer for care rendered and the individual for their required cost-sharing on a
debit basis. Denmark uses this system. 
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Greater use of health information technology, use of electronic health
records, and implementation of systems to enable electronic prescribing by
physicians have the potential for improving the quality of patient care, reducing
medical errors, increasing efficiency, reducing administrative costs, and achiev-
ing substantial cost savings. The patient-centered primary care model recom-
mended by the ACP entails coordination of patient care and the ability to
smoothly transfer information (with appropriate safeguards of patient privacy)
among a team of providers. Use of interoperable health information technology
systems in this model will help eliminate duplication of information and testing
and promote care coordination 

An interoperable health information infrastructure, similar to systems already
implemented in Denmark, Taiwan, and the Netherlands that entail decision sup-
port tools, will enable physicians to obtain instantaneous information at the point
of medical decision making and will enhance electronic communications among
physicians, hospitals, pharmacies, diagnostic testing laboratories, and patients.
Applications of health information technology would enable establishment and
maintenance of patient registries; enhance monitoring of patient adherence;
increase access to laboratory and test results; provide prompts for physician and
patient reminders and alerts; recommend treatment plans; and enable longitudi-
nal charting of risk factors, utilization of services, and health outcomes.135 Health
information technology could also enable ongoing, routine patient feedback to 
a practice, for example, by using low-cost, Internet-based, patient-centered care
surveys, leading to targeted plans for practice improvement. 

However, physician practices in the U.S. lag far behind those in other devel-
oped countries in their capacity to access and share information electronically.136

The U.S. does not provide tax credits or incentives for implementing EMR 
systems and does not maintain an interoperable system for sharing health 
information. Medicare and other health care payers do not reimburse physicians
for electronic consultations, even though the cost would be much less than
those of office visits. Barriers limiting physician adoption of systems of EMRs
include not only the initial cost of investments in the technology required, but
also the disruption and possibly greater costs in terms of time, training, and data
entry involved in transferring paper to electronic records.137 Physicians are also
hesitant to invest in systems that may not become the industry standard, that
may not be able to communicate with other systems, and that may quickly
become obsolete. Regulatory barriers and lack of interoperability also impede
physicians from being able to transmit prescriptions electronically. Concerns
about protecting patient privacy also limit electronic access to medical and 
hospital records and to laboratory and diagnostic test results. 

Dealing with New Medical Care Technology

Lesson 12: Insufficient investments in research and medical technology
result in reliance on outdated technologies and medical equipment,
and delay patients’ access to advances in medical science (Canada and
the United Kingdom).

Recommendation 8: Encourage public and private investments in all kinds
of medical research—including research on comparative effectiveness of
different treatments—to foster continued innovation and improvements
in health care. 
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Investments in basic health research are critical to advance medical knowl-
edge. Tremendous advances in medicine have resulted from breakthroughs result-
ing from the nation’s investments, in basic research both privately and through the
National Institutes of Health. The public benefits from discoveries that advance
medical science, as well as from the development of new pharmaceuticals, 
medical equipment, processes, and procedures. Incentives must be maintained for
the health care system to continually invest in basic and clinical research.

Health services research and scientific assessments of the safety, clinical
effectiveness, and cost and benefits of health care technology are also essential
for a well-functioning health care system. Investments in health services
research are needed to determine the safety, effectiveness, and efficacy of 
medical tests and procedures. Information obtained from this research must be
widely disseminated to guide health care providers to appropriately utilize new
technologies and avoid inappropriate use and overuse. 

According to the Agency for Healthcare Research and Quality, “Health ser-
vices research examines how people get access to health care, how much care
costs, and what happens to patients as a result of this care. The main goals of
health services research are to identify the most effective ways to organize,
manage, finance, and deliver high-quality care; reduce medical errors; and
improve patient safety.”138

Many other countries that have national health insurance programs, such
as the United Kingdom and Australia, perform evidence-based evaluations of
new drugs and technology. Much of this information is shared through the
Network of Agencies for Health Technology Assessment, of which the U.S.
Agency for Healthcare Research and Quality is a member. To attain a well-func-
tioning health care system, the U.S. must continue to invest in technology
assessments and in health services research. Adequate funding for the Agency
for Healthcare Research and Quality should be ensured and funding 
should enable widespread dissemination of health services research and 
technology assessments information, including continued international
cooperation in sharing information. 

Summary and Conclusions
Health care in the United States has many positive features and in many
respects is superb compared with health care anywhere else in the world. Those
with adequate health insurance coverage or sufficient financial means have
access to the latest technology and the best care. However, as this paper points
out, there is much inefficiency in the U.S. health care system: Health care 
quality and access vary widely both geographically and among populations,
there is overutilization of some services, and costs are far in excess of other
countries. The U.S. ranks lower than other industrialized countries on many of
the most important measures of health. Current international comparisons of
measures of health (life expectancy at birth, infant mortality, and deaths per
100,000 for diseases of the respiratory system and for diabetes) indicate that
health in the U.S. is not better than in other industrialized countries despite the
greater U.S. expenditures.139

Many lessons can be learned from the experience and innovations of health
care systems in other countries. Among these lessons are the value of an orien-
tation and emphasis on patient-centered primary care and the importance of
ensuring a well-educated physician workforce that has a higher proportion of
primary-care physicians to specialists. The quality and accessibility of health
care in the United States could be improved by adopting reimbursement pro-
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grams like those in other countries that provide substantial rewards based on
performance on quality metrics and care coordination rather than solely on the
volume of services provided. This and national workforce planning might also
help address impending health care workforce shortages in the United States.
Universal and compulsory health insurance coverage could eliminate many of the
disparities and inequities in the United States. Expanded use of health informa-
tion technology and substantial governmental investments and support for a
health information technology infrastructure with appropriate patient privacy
protections could enhance health care decision making by physicians and patients
and would bolster the growing movement for consumer-directed health care. 

Other lessons for a more efficiently functioning health care system include
achieving lower administrative costs by standardizing coverage and insurance
transactions; providing coverage through publicly funded programs rather than
private insurance; and automating transactional elements among providers,
patients, and insurers. Many other issues that should be explored are not
addressed in depth in this paper. Topics for further in-depth analysis include the
costs and impact of malpractice liability insurance, determination of prescrip-
tion drug prices, differences in medical education (including costs and student
debt), financing of long-term care, and physician earnings and income. The
United States may also benefit by examining how other countries manage end-
of-life care, determine the use of health care resources, and make decisions on
coverage and benefits. 

The ACP has offered a series of recommendations to achieve a well func-
tioning health care system. All Americans should have access to a primary care
physician and should have a patient-centered medical home for their ongoing,
continuous, comprehensive and coordinated care. All Americans should have
health insurance coverage that includes preventive and primary care services as
well as protection from catastrophic health care costs. Federal health policy
should support the patient-centered primary care model. A national health care
workforce policy is needed that includes sufficient support for the infrastructure
required to educate and train an adequate supply of health professionals that is
appropriate to meet the nation’s health care needs, including primary and 
principal care physicians that are trained to manage care of the whole patient.
Workforce planning should determine and assure an appropriate mix of physi-
cians between primary and specialty care. Public and private investments in
research must continue to support advances in basic and clinical medical science
as well as in health services research. Other ACP recommendations call for
financial incentives to encourage quality improvement and reduction of avoidable
medical errors; support for a health information technology infrastructure to
assist patients and physicians in making informed decision about the appropriate
use of health care services, and use of technology to achieve a more efficient
health care system.
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Appendix A

PRINCIPLES FOR REFORM OF THE U.S. HEALTH CARE SYSTEM
January 2007

PREAMBLE: Health care coverage for all is needed to facilitate access to quality health
care, which will in turn improve the individual and collective health of society.

1. Health care coverage for all is needed to ensure quality of care and to
improve the health status of Americans.

2. The health care system in the U.S. must provide appropriate health care to
all people within the U.S. borders, without unreasonable financial barriers
to care.

3. Individuals and families must have catastrophic health coverage to provide
protection from financial ruin.

4. Improvement of health care quality and safety must be the goal of all health
interventions, so that we can assure optimal outcomes for the resources
expended.

5. In reforming the health care system, we as a society must respect the ethical
imperative of providing health care to individuals, responsible stewardship of
community resources, and the importance of personal health responsibility.

6. Access to and financing for appropriate health services must be a shared 
public/private cooperative effort, and a system which will allow individuals/
employers to purchase additional services or insurance.

7. Cost management by all stakeholders, consistent with achieving quality
health care, is critical to attaining a workable, affordable and sustainable
health care system.

8. Less complicated administrative systems are essential to reduce costs, create
a more efficient health care system, and maximize funding for health care 
services.

9. Sufficient funds must be available for research (basic, clinical, translational
and health services), medical education, and comprehensive health infor-
mation technology infrastructure and implementation.

10. Sufficient funds must be available for public health and other essential med-
ical services to include, but not be limited to, preventive services, trauma
care and mental health services.

11. Comprehensive medical liability reform is essential to ensure access to 
quality health care.

American Academy of Family Physicians American College of Physicians 
American Academy of Orthopaedic Surgeons American College of Cardiology
American College of Osteopathic Family Physicians American College of Surgeons
American College of Emergency Physicians American Osteopathic Association
American College of Obstetricians and Gynecologists American Medical Association   
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Appendix C

Analyses of Other Health care Systems

In developing the recommendations in this paper, ACP analyzed data on the
experiences of 12 different health care systems. Countries were selected with
health care systems that are commonly compared with the health care system
in the U.S. and which are unique or representative. 

Key attributes of these systems, the advantages and disadvantages of each,
and the lessons learned that ACP relied on in proposing the reforms discussed 
in this paper are described below. We reviewed comparative data collected
primarily by the Organization for Economic Co-operation and Development,
published literature to identify common elements in the most effective sys-
tems, and official government websites. We then evaluated the advantages and
disadvantages of each system studied, drew broader lessons learned from the
shared elements in the most effective systems, and developed recommendations
applicable to the U.S.

Readers may agree or disagree with ACP’s description of the advantages and
disadvantages of each system, which involved a certain but appropriate level of
subjectivity on the part of the authors in drawing conclusions from the data 
presented.  

AUSTRALIA

Adoption/reform of national health system 1984
GDP (US$) 755.4 billion
Health expenditure as percent of GDP (2004) 9.5%
GDP growth rate 3.3% (2002-06)
Population 20.3 million
Population growth rate 0.9% (2002-06)
Inflation rate 2.9% (2002-06)
Unemployment rate 4.8%
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General Overview

Australia has a mixed health care system, whereby both the federal and state
governments have shared responsibility for the system and both the public and
private sector play major roles in providing care. The federal government
finances the bulk of the health care system and provides subsidies for some
health services, such as prescription drugs and nursing home care. The states,
with federal funding, are responsible for administering and delivering most
public health care services, such as public hospitals and mental and community
health services.141 Medicare, Australia’s government-funded universal health
insurance system, provides high-quality health care to all residents regardless of
ability to pay. Private health insurance is also an important component of
Australia’s health care system, but accounts for only 7.3% of total national
health care funding.142
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Introduced in 1984, Medicare is funded largely through general taxes,
including a Medicare levy of 1.5% of one’s income above certain income thresh-
olds. High-income taxpayers who do not also have private insurance pay an
additional 1% of their income as part of the Medicare levy.143 Medicare covers
the full cost of treatment in public hospitals for public patients and reimburses
residents for physician visits in accordance with the government-set fee sched-
ule. When seeking medical services from a public hospital, Australians can
choose to be treated either as a public or a private patient. For public patients,
Medicare pays for services according to a fee schedule. Private patients either
pay for services themselves or use private insurance.

There is no limit on the fees physicians charge patients for health services.
However, the federal government establishes a fee schedule that limits the
amounts that Medicare will pay. Physicians can bill Medicare directly or patients
can obtain reimbursement based on the fee schedule. The government pays
100% of the fee schedule for general physician services, 85% of the fee schedule
for out-of-hospital expenses and 75% of the fee schedule for in-hospital ser-
vices.144 Most physician services are billed directly to Medicare. Medicare also
pays prescription drug benefits under the Pharmaceutical Benefits Scheme,
which subsidizes the costs of specific drugs.145

Private health insurance provides Australians with added health benefits,
such as choice of physicians and hospitals and timing of elective procedures, but
is limited to private treatment in hospitals and some ancillary health services,
such as vision and health care.146 Approximately 47% of Australians purchase
some private health insurance to supplement or complement Medicare and
duplication of coverage is possible. In an effort to encourage a balance between
the public and private health sectors and to decrease pressure on the Medicare
system, the federal government introduced a series of measures to ensure the
“affordability, stability and attractiveness of private health insurance.”147 In 1999,
it began offering all Australians a 30% subsidy on private insurance premiums.
The federal government also introduced the ‘Lifetime Health Cover’ initiative.
Under this initiative individuals who purchase coverage before their 31st birth-
day and who keep their coverage, pay lower premiums throughout their lives,
regardless of health status, compared to those who delay purchasing coverage.
Additionally, individuals over 30 face a 2% increase in premiums over the base
rate for each year they delay purchasing coverage.148

The federal government regulates the insurance industry and requires com-
munity-rating. There are more than 40 private health insurance organizations
registered by the federal government; most are open to all residents. Those that
are not, only offer coverage to specific groups such as employees of a particu-
lar company.149

Health Care Financing and Expenditures

Australia’s health care system is predominately publicly funded. In 2004, 67.5%
of health expenditures came from public sources.150 The proportion of health
funding varies significantly across service types. For public hospitals, funding
sources are approximately 48% federal, 45% state, and 7% private. The federal
government funds 82% of medical services, while patients are responsible for the
remaining 18%.151 The Medicare tax accounted for approximately 20% of the 
federal government’s health budget and 8.5% of the total national health budget.

In 2004, Australia’s total health expenditures accounted for 9.5% of its
GDP. Its health spending per capita of $3,128 was above the average of $2,759
for the 30 OECD countries in 2005.152
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Advantages

• Overall, Australians enjoy high-quality health care in both the private
and public sectors, comparable to other developed nations.153

• Citizens, registered immigrants, and foreign visitors from selected
nations enjoy universal access to primary and secondary health care
regardless of their ability to pay. 

• Australians enjoy generally positive health outcomes: life expectancy at
80.9 years is higher than the OECD average of 78.3, the infant mor-
tality rate is lower than the OECD average at 5 deaths per 1,000 live
births, and the obesity rate among adults is significantly lower than that
of the U.S. at 20.4%, compared with 32.2%.154

• Primary care physicians receive financial incentives for quality report-
ing and improvement.155

Disadvantages

• Australia is under pressure to control its health expenditures, largely
due to an aging population, increasing patient expectations, and med-
ical technological changes.

• Australia has been struggling with escalating private insurance costs.
Because the federal government subsidizes 30% of private insurance
premiums, the government faces escalating health expenditures.

• Australia faces a potential nurse shortage in most states.156

• Although the federal government subsidizes prescriptions, many
Australians, particularly the chronically ill, are concerned about their
out-of-pocket costs for prescription drugs. For many, the annual
amount spent on prescriptions can be unmanageable.157

• Access to health care services is limited in rural Australia.158

• There are significant health disparities between Australia’s indigenous
population and the general population.159

Lessons for the U.S.

• Australia’s 2-tiered health care system provides universal health 
coverage while also encouraging citizens to utilize the private insurance
sector as well. This system provides the U.S. with an example of how 
to offer universal health care while maintaining the principles of our
capitalist society. Individuals who wish to purchase private coverage
are free to do so.

• A national health care system can achieve universal access to health
care without barriers based on ability to pay. 

• Private health insurance can serve a supplemental and complementary
role in a largely single-payer national health care system. 

• Financial incentives (including premium subsidies and tax penalties)
can encourage individuals to purchase private insurance at an early
age and to maintain insurance coverage.
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BELGIUM
Adoption/reform of national health system 1945
GDP (US$) 366.7 billion
Health expenditure as percent of GDP (2005) 10.3%
GDP growth rate 1.9% (2002-06)
Population 10.4 million
Population growth rate 0.2% (2002-06)
Inflation rate 2.0% (2002-06)
Unemployment rate 8.2%
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General Overview

Belgium has a public compulsory health care system that provides Belgians with
comprehensive coverage for physician services, hospital care and prescription
drugs. Health insurance is privately managed and administered predominately by
non-profit groups called mutualities160 through statutory sickness funds. However,
the public sector is largely responsible for financing (through taxes and social
security contributions) and overseeing the health care system, as the insurance sys-
tem is part of the national Social Security system. Medical service fees and reim-
bursement structures are negotiated annually at the subnational level between
patient advocates, mutualities, and independent health care providers. In gener-
al, copayments for health care services are determined by income and total annu-
al household utilization of health care services—individuals with higher income
levels pay more than those at lower income levels, likewise, individuals with
higher annual household utilization of health care services pay more.

The current health care system was designed after World War II based on
the following principles: independent medical practice, free individual choice of
health care providers, and fee-for-service payment of providers with reim-
bursement.161

Health care providers largely operate within the private sector, as physicians
predominately work in solo practices but have affiliation with a local hospital or
clinic. Approximately 60% of hospitals are nonprofit and private; the remainder
are public hospitals. The public and private sectors of the health care 
system receive comparable levels of resources from the government and offer
comparable levels of care. 
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Health Care Financing and Expenditures

The financial management of the health care system falls under the Social
Security system. All insurance premiums – which are set at different levels
depending on social security sector – are pooled into a common fund and dis-
tributed according to need. Individual contributions to the pool are determined
based on income, are independent of risk and the rates are fixed. Employees
contribute 3.55% of their income, employers contribute 3.80% of gross revenue
and the self-employed contribute 3.20% of their income.162

There are 2 health insurance ‘schemes.’ The first is a general scheme which
provides coverage for both major and minor risks to the majority of the popu-
lation. The second, the self-employed scheme, provides coverage for only major
risks to the self-employed segment of the population. 

In 2005, total health care expenditures in Belgium amounted to 10.3% of
its GDP. Public funds paid for 72.3% of these costs and per capita health expen-
ditures were $3,389, which was considerably above the OECD average of
$2759.163 In the 1990s, Belgium undertook a series of policy reforms to help
stem the rapidly rising health care costs. In 1995, the Belgian government insti-
tuted a 1.5% limit on the annual growth in health care expenditures. In 2002,
that limit was raised to 4.5% for 2003-07 and lowered to 2.8% for 2008-30.164

Advantages

• Belgium enjoys positive health outcomes: a high life expectancy rate at
79.4 years and a significantly low infant mortality rate of 3.7 deaths per
1,000 live births.165

• Belgium has one of the highest ratios of physicians-to-population with
4 practicing physicians for every 1000 people.166

• Belgium also has the reputation for having acceptable waiting periods
for nonemergency services.167

Disadvantages 

• Belgium is challenged with the need to control rising health care costs
due to a burgeoning aging population. Belgium’s elderly population is
expected to double within the next 25 years. There is a legislative man-
date to finance quality health care, but at the current rate of growth,
Belgium’s health care costs are likely to grow faster than the rate of
general inflation.168
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Lessons for the U.S.

• While Belgium is currently facing health care expenditure concerns,
their sensitivity to income with regards to cost-sharing for physician
services is noteworthy. Belgians enjoy universal, comprehensive health
care with copayments for service; however, because the copayment
schedule is based on income, poorer individuals are still able to access
services.

• The flexible private–public partnership for the delivery and payment
of services is also noteworthy. The annual cost control negotiations
between mutualities, health care providers, and patient advocates
ensure that all parties’ interests regarding fees and coverage are
addressed. Additionally, as a result of the cost negotiations, Belgian
health care consumers know up-front the potential costs of medical
services, unlike in the U.S. where fees differ from physician to physician
and hospital to hospital.

• The Belgian health system is based on the principle of personal
responsibility for health – leading to healthy behaviors, positive health
outcomes and responsible utilization of health care services.169

CANADA
Adoption/reform of national health system 1984
GDP (US$) 1,275.0 billion
Health expenditure as percent of GDP (2005) 9.8%
GDP growth rate 2.7% (2002-06)
Population 32.6 million
Population growth rate 1.0% (2002-06)
Inflation rate 2.2% (2002-06)
Unemployment rate 6.3%

151

General Overview

The origins of the Canadian Medicare system began with an initiative started
in the province of Saskatchewan in 1944. Canada’s national health care system
was formally established by the Canada Health Act (CHA) of 1984. Also known
as ‘Medicare,’ the Canadian health care system provides basic health care ser-
vices to nearly all citizens, regardless of medical history or financial ability to
pay. In this single-payer system, Canadians receive free access to preventative
care and medical treatment from primary care physicians, as well as access to
hospitals, dental surgery (not basic dental care), and other “medically necessary”
services; there are no user fees or copayments required.170

As defined in the CHA, the Canadian health care system has 5 principles: 

• public administration (provinces must administer health insurance on
a nonprofit basis), 

• comprehensiveness (all “medically necessary” services must be insured), 
• universality (all provincial residents must receive the same level of

care), 
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• portability (any provincial resident who travels outside of his/her
province must still receive insurance coverage), and 

• accessibility (everyone should have “reasonable” access to all health
care facilities).170

These principles were designed to ensure equity in access to essential medical
services.

The national public health system is publicly funded but privately run.
Health care providers, including primary care physicians, specialists, and hos-
pitals, operate predominantly in the private sector; however, as required by the
CHA, they are 100% publicly financed through provincial budgets. There are
13 provincial and territorial health insurance plans that make up the Canadian
publicly funded health insurance system.172 Some provinces (Ontario, British
Columbia, and Alberta) require health insurance premiums, but health services
cannot be denied for failure to pay the premiums.173

While Canada’s federal government broadly oversees the national public
health system, the ten provincial and three territorial governments are respon-
sible for planning, financing and evaluating provisions for preventive care, med-
ical treatment from primary care physicians and hospitals; negotiating salaries
of the health professionals; and negotiating physician service fees. Each
province’s public health insurance plan differs slightly, primarily in how far
each system extends coverage beyond ‘medically necessary’ physician and hos-
pital services.174 However, the criteria and conditions specified in the CHA
must be satisfied for the provincial and territorial health insurance plans to
qualify for their full share of federal funding. User charges and balance billing
are not permitted. Provinces are not obligated to provide services outside of
those listed in the CHA. Most provinces provide supplemental coverage for
some services, such as prescriptions and basic dental care, in addition to the
standard coverage.175

Private health insurance can be purchased to cover only supplemental ser-
vices as vision and dental care and prescription drugs that are not covered by the
CHA. Private insurance is prohibited from duplicating coverage for physician
and hospital services provided under the public health system. Many companies
offer private insurance plans as part of their employee benefit packages, and
Canadians can purchase private insurance directly from private insurance
providers. Still, most Canadians choose not to purchase private insurance and
rely solely on the public health system – in 2004, private insurance contributed
to only 11.4% of Canada’s total health expenditure.176

Health Care Financing and Expenditures

Canada’s public health system is funded at both the federal and provincial lev-
els by personal and corporate income taxes. Some provinces also use sales taxes,
employer payroll taxes, and lottery proceeds to fund the health care system.
Some provinces (Ontario, British Columbia, and Alberta) require health insur-
ance premiums, but health services cannot be denied for failure to pay the pre-
miums.177 At the federal level, the Canadian Health and Social Transfer (CHST)
allocates funds to provinces and territories through tax transfers and cash con-
tributions. Provincial governments are primarily responsible for financing their
public health systems as the federal government’s contributions have decreased
over the years. The original concept split funding evenly between the federal
and provincial governments with a formula of 50:50. Since the late 1970s, the
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federal government has reduced its share, leaving the provinces with the major-
ity of the financial burden. Currently, the federal government provides block
grants to the provinces that cover only approximately 20% of the provinces’
total health care costs.178

In 2005, Canada’s total public health expenditures accounted for 9.8% of its
GDP. Health spending per capita was $3,326. The public sector financed 70.3%
of total health spending, while the private sector covered the remainder.179 180

Out-of-pocket costs in Canada were 14.9% of health spending, more than the
USA at 13.2% but less than the average of 19.8% for OECD countries.181

Only prescription drugs that are administered in the hospital setting are
covered under the public health system. Outside the hospital setting, public pre-
scription drug coverage, along with coverage for ambulatory care, is deter-
mined by each provincial government but not required by the CHA.
Nevertheless, physician and hospital care currently account for less than half of
all health care expenditures, while prescription drug costs now exceed physician
care costs. 

Costs of health care administration in Canada have been reported to be con-
siderably lower than in the USA. In 2003, Woolhandler and Himmelsteinl182

found that health administrative costs for 1999 were $307 per capita in Canada,
less than 1/3 those of the U.S. ($1,059). Administrative costs of the provincial
insurance plans in Canada were 1.3% of provincial insurance plan expenditures
for physician and hospital services, while administrative overhead of private health
insurers in the U.S. was 11.7%, overhead for Medicare was 3.6% and overhead
for the Medicaid program was 6.8%. Overall, the administrative cost of public and
private insurance in the US was 5.9%, nearly 5 times the rate in Canada. Much
of the difference was due to including the costs of advertising, marketing, col-
lecting premiums, and profits in the U.S. system, which are indispensable ele-
ments of private for-profit insurance in a capitalistic system. Other reports at the
time indicated smaller differences between U.S. and Canadian spending on health
care administration.183, 184, 185 The methodology of the study by Woolhandler and
colleagues was also criticized for failing to adequately account for differences in
labor costs and currency values between the 2 countries.186

In 2001, the Prime Minister established the Commission on the Future of
Health Care in Canada, known as the Romanow Commission, to undertake a
national dialogue on the future of the public health system and recommend
policies to ensure its long-term sustainability. The Commission completed an
18-month study and concluded that the system is sustainable even though the
federal share of health funding had been decreasing and health care costs were
increasingly being borne by the provincial governments. The report recom-
mended changes for modernizing the CHA, such as expanding coverage beyond
physician and hospital services to include home health care and diagnostic 
services, encouraging adoption of electronic medical records, expanding the
scope and effectiveness of technology assessment, fostering applied research,
and enhancing accountability of the system. Other recommendations included
targeting funds to improve access in rural and remote areas, reduce wait times
for diagnostic services, remove obstacles to renewing primary care delivery,
and allow provincial drug programs to expand and improve coverage.187

Canada also initiated the Canada Health Infoway in 2001, with the goal of
nationwide adoption of electronic health records. The electronic records for
half of the population are expected to be completed by 2009. 

49



Achieving a High Performance Health Care System with Universal Access

Advantages

• All Canadians are entitled to equal access to medically necessary health
care regardless of their income.

• Coverage is universal, continuous, and portable.

• Covered health care services are provided with no out-of-pocket costs
to patients.

• Most Canadians strongly support the system and consider equal and
timely access to health care a right of citizenship.188

• Canada spends much less than the USA on health care (9.8% of GDP
in 2005 compared with 15.3% in the USA)189 but age-adjusted health
status measures are similar for the two countries.190

• Prescription drug costs are lower than in the U.S., but constitute
17.8% of health spending compared with 12.4% in the U.S. and are
higher than in most other industrialized countries. 

• Central administration and planning enables funds to be targeted to
address priority needs, such as improving access to care in rural and
remote areas and promoting primary care. 

• As a result of Canada’s federal and provincial investments in primary
and preventive care, primary care physicians are at the forefront of
Canada’s health care system. Primary care physicians account for just
over half of all physicians in Canada—approximately 30,000.191

• Life expectancy at birth is high at 80.2 years than in other industrial-
ized countries, and is higher than the U.S. rate of 77.8.192

• Administrative overhead costs of the publicly funded Canadian health
care system are lower than the administrative cost of the U.S. Medicare
and Medicaid programs and considerably less than administrative costs
of private insurers in the U.S.193
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Disadvantages

• Everyone is restricted to the level of care provided by the public system. 

• Since the late 1970s, financing of the public health system has shifted
from a 50-50 split between the provinces and the federal government
to a significantly reduced (20%) block grant from the federal govern-
ment to the provinces. As such, the provinces are having to spend
more and more of their budgets on health care. 

• Reliance on public financing makes the Canadian health care sector 
vulnerable to economic downturns. Canada had serious economic 
problems as a nation in the mid-1990s and the federal funding dropped
precipitously, resulting in serious ER crowding, undersupply, and 
under capacity. Canadian public views of the system’s performance also
turned much more negative. 

• Canada has the highest per capita health expenditures of any country
with a national health care system. Canada is under pressure to control
its health expenditures, but there is strong popular and political resis-
tance to imposition of any patient cost-sharing. 

• There is rationing and long waiting times, especially for diagnostic
tests and nonemergency care. The number of MRI units, 5.5 per million
people, is much lower than in the U.S. (26.6). The number of inpatient
hospital beds per 1,000 people is slightly higher than in the U.S., 2.9
versus 2.7 per 1,000, but is lower than in most other industrialized
countries. 

• Canada’s limited investment in medical technology has resulted in
delayed introduction of new technologies often resulting in use of 
outdated and less advanced technologies and medical equipment. 

• Private health insurance is prohibited from covering services covered
by the CHA and can only cover supplemental services. 

• Vision and basic dental care, prescription drugs, ambulatory services,
medical devices and out-of-country health services are not covered
under the public insurance system. 

• Access to care remains a problem in rural areas and for aboriginal 
peoples.

• Per capita spending on drugs at $559 is second only to the U.S. at $792
per capita.
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Lessons for the U.S.

• Canada’s political structure of shared authority between national and
regional governments achieved universal coverage by providing financial
support from the national government to programs first initiated by some
provincial governments and then incorporated within a national frame-
work in which provincial governments established their own programs,
subject to federal requirements to assure consistency in benefits, out-of-
pockets costs, and access to services across regional borders.

• Canadian reluctance to allow a two-tiered health system and its 
prohibition on private insurance coverage for services covered by 
the CHA prevents those who could afford private insurance from 
purchasing coverage that might provide greater access to care or care
of higher quality. The US might consider that a two-tiered public
health system offers the promise of universal coverage while also
retaining principles of a capitalistic society. 

• Total dependence on government funding subjects a health care system
to being hard hit in tough economic times, whereas in the U.S. the
health care sector typically remains strong during recessions, with jobs
more secure, and it serves to bolster the economy. 

• Eliminating cost-sharing is not an efficient solution. The lack of user
fees and cost sharing may contribute to increased health care utiliza-
tion and rising costs.

• Investing in primary and preventive care may account for Canada’s
better health outcomes than those in the US, but has not produced
results as good as most other OECD countries.

• Insufficient investment in research and medical technology results in
reliance on outdated technologies and medical equipment, denying
patient’s access to advances in medical science.

• The provinces share in financing health care and have flexibility in
determining coverage beyond a basic benefits package. This arrange-
ment for permitting regional variations could be applied to the U.S.
with a sharing of responsibility between the federal and state govern-
ments. 
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DENMARK
Adoption/reform of national health system Roots of welfare state

date back to early 
18th century

GDP (US$) 276.2 billion
Health expenditure as percent of GDP (2005) 9.1%
GDP growth rate 1.8% (2002-06)
Population 5.4 million
Population growth rate 0.2% (2002-06)
Inflation rate 1.4% (2002-06)
Unemployment rate 3.9%
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General Overview
Denmark’s health care system has the highest level of public satisfaction in
Europe.194 This public health care system emphasizes patient-centered primary
care, with every resident selecting a primary care physician who is responsible for
serving as their medical home. It is predominantly financed through general taxes
and offers free and equal access to all Danish citizens. While the national Ministry
of Health is responsible for coordinating and overseeing the health care system, the
county and municipal governments are responsible for operating the system. In
collaboration with the national government and municipalities, Denmark’s 14
counties are responsible for primary and hospital care.195 As such, counties have the
authority to organize their local health services for their citizens according to
regional wishes and needs within a framework set by central authorities.

Primary care physicians (PCPs), who are largely self-employed, operate
within the public health care system. Danish residents must register with a 
primary care physician of their choice located within approximately 6.2 miles
of their home.196 Each PCP has an enrolled patient population of approximately
1500-1600 patients and the number of PCPs in each county is determined by
the counties and the Danish Medical Association.197 All physician practices try
to ensure same-day appointments and walk-in service. PCPs receive a monthly
prospective, bundled payment for serving as a patient’s medical home (approx-
imately 1/4 of their gross income), as well as a fee for acute and chronic care 
services (nearly 2/3 of their gross income).198 This payment structure is similar
to the structure advocated by ACP for the patient-centered medical home.199

This blended payment system ensures that all Danish residents have a PCP
responsible for coordinating their health care.

Surprisingly, the physician-to-population ratio in Denmark is relatively low
compared to other countries, especially considering that primary care is the foun-
dation of its entire system. The low percentage of generalist physicians may be
due largely to the system of after-hours care and the extensive use of health infor-
mation technology. This also may be due to a continuing problem in making
international comparisons that data are not always collected or reported uni-
formly despite the efforts of the OECD. Other possible explanations for the low
percentages of practicing generalists may be better efficiency through greater use
of physician extenders, possible exclusion of physicians providing night coverage
in the calculations, and failure to count individuals in hospitals providing what
would be considered as primary care in the U.S. Further research is needed to
better understand these numbers. 
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On January 1, 2007, Denmark instituted local government reforms that
consolidated the previous 15 counties into 5 regions and reduced the number
of municipalities from 272 to 98. The purpose was to decentralize govern-
ment, achieve administrative efficiencies, and provide services to citizens close
to where they live. A goal was for all municipalities to consist of no more than
30,000 inhabitants and no less than 20,000. The municipalities now have
responsibility for health promotion and for any rehabilitation that does not
take place on an inpatient basis.200 It is too early to assess the effects of this
restructuring. 

All PCPs are required to have an electronic medical records system and an
electronic prescribing system connected to local pharmacists so that prescrip-
tions can be filed electronically.201 Triage centers organized among local physi-
cians ensure that patients have direct, free-of-charge access to a fully trained and
licensed primary care physician who provide triage and advice after regular
hours. Physicians obtain information about previous patient contacts, tests
ordered, and recommended medications by communicating with the triage
centers via computers and cell phones. Physicians providing after hours care are
paid for telephone consultations and receive higher fees when issues are
resolved over the phone. Following an ‘off-hour’ service, an e-mail is sent to the
patient’s PCP detailing the services provided.202 Physicians, home health nurses,
and patients have access to a nationwide health information exchange that
maintains electronic records of prescriptions, lab and imaging orders, test
results, and specialist consultations and hospital discharge reports. This system
is believed to have greatly reduced physicians’ workloads and changed the 
proportion of telephone consultations and house calls.203

There is no patient cost-sharing for physician and hospital services; how-
ever, copayments are required for adult dental care, vision care and prescriptions
prescribed in the primary care setting. For dental services, adults pay 70% of the
cost of care. Copays for prescriptions are based on an individual’s total drug
expenditure during a defined period, and are subject to an annual ceiling.204 Nearly
one third of Danish residents purchase voluntary health insurance (VHI) to
cover copayments for prescriptions and vision and dental care. VHI is also
included in many job contracts and in some centrally-negotiated work agree-
ments in particular sectors or firms.205

Hospital services account for approximately 75% of Denmark’s total pub-
lic expenditure on health services.206 Counties are obligated to provide free 
hospital care and emergency treatment to everyone in need. In recent years, 
the counties have tightened their financial control over hospitals in an effort to
control spending. However, hospitals still enjoy a large measure of freedom over
how to allocate their resources, provided they meet their productivity goals.
Additionally, despite a nearly 35% reduction in hospital beds since 1978, Danish
hospitals appear to be meeting their productivity goals, providing approxi-
mately 4.3 million outpatient treatments and 1.1 million hospitalizations 
annually since 2000.207
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Health Care Financing and Expenditures

In 2005, 84.1% of Denmark’s health expenditures were funded by public
sources, namely a combination of federal, county, and municipal taxes.208 County
and municipal taxes were levied proportionately on personal income and prop-
erty. Each year the national government and the county and municipal councils
negotiate the maximum rates for local taxation. In 2002, the average county and
municipal tax rate was 32.6%, the highest local tax rate of OECD countries.209

Approximately 70% of counties’ total operating budget was spent on health care
services. Total health expenditure accounted for 9.1% of Denmark’s GDP in
2005. Denmark’s health spending per capita of $3,108 in 2005 was above the
OECD average of $2759.210

Effective January 1, 2007, the financing changed as a part of the local gov-
ernment reform. The central government now collects an 8% proportional
health tax of which 80% is distributed to regions and 20% to municipalities.
This money can be used by the municipalities to contribute for their citizens’
use of health care delivered by the regions (hospitals and activities under the
National Health Insurance, i.e., services from GPs, practicing specialists, phys-
iotherapists, and medicine). The municipalities now have to contribute to the
financing of health care to encourage them to initiate efficient preventive 
measures for their citizens. Health care costs of the regions are financed by
block grants from the central government (75%), a government activity-related
subsidy (5%), a local basic contribution (10%) and a local activity-related con-
tribution (10%). The block grants are determined based on age composition
and some socio-economic criteria.211

As a consequence of the reforms, the National Board of Health has obtained
greater influence on the structure of the health care system, including how
specialties should be distributed across hospitals and how many hospitals in each
region should have acute duties that would require being manned with a range
of specialists 24 hours a day.212 However, it is probably too soon to determine
the impact of these financing and structural changes. 

Advantages

• Denmark’s health care system has the highest level of public satisfac-
tion in Europe.

• Patients pay no cost-sharing for physician and hospital services.

• Denmark’s system encourages primary care and assures ready access to
care through patient-centered medical homes. Danish physicians and
patients ‘feel that their contract with each other entails rights and
responsibilities on both parties that lead to much better care.”213

• It is estimated that Denmark’s HIT system saves its primary care physi-
cians approximately 50 minutes per day.214

• Operating and financing of the health care system is regionally and
locally controlled. 

• Denmark enjoys generally positive health outcomes: life expectancy is
just slightly lower than the OECD average at 77.9 years, the infant
mortality rate at 4.4 deaths per 1,000 live births is slightly lower than
the OECD average of 4.6, and the obesity rate among adults at 11.4%
is significantly lower than the 32.2% of the U.S.215
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Disadvantages 

• County and municipal taxes are the highest among OECD countries.

• There are long waits for hospitalization, especially for surgical proce-
dures.216 However, there is a waiting time guarantee of 2 months that
will be reduced to 1 month by October 1, 2007. A number of private
clinics are emerging that will serve will contract with the regions to
treat patients as an alternative when the public system cannot fulfil the
guarantee within the time limit.217

• Hospital care consumes a disproportionately large share of Denmark’s
total health expenditure.218

• Lack of provision of women’s health care services and patient health
risk counseling and poor coordination of preventative and primary
care are major weaknesses in the Danish health care system.219

Lessons for the U.S.

• Following in Denmark’s footsteps, the U.S. may greatly benefit in
investing in primary and preventative care, particularly in patient-cen-
tered primary care. In Denmark, the investment has assured an ade-
quate supply of primary care physicians and has resulted in better
health outcomes than those in the US. However, Danish definition and
reporting of “generalist” physicians appears to exclude all primary care
physicians who are hospital-based. 

• Decentralization of health care responsibilities to the county and munic-
ipal levels is a key element of the Danish health care system. Counties
have a strong sense of autonomy, allowing health care services to be 
tailored to the needs and priorities of the communities.

• A largely single-payer national health care system can achieve univer-
sal access to health care without barriers based on ability to pay. 

• Private health insurance can serve a supplemental role in a largely 
single-payer national health care system. 

• Providing the right financial incentives, such as having a blended physi-
cian reimbursement system that combines per-patient panel fees with
fee-for-service, can help ensure patient access to primary care physicians. 
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FRANCE
Adoption/reform of national health system Since 1996, government has

presented to Parliament laws
financing social security and
health care.

GDP (US$) 2,252 billion
Health expenditure as percent of GDP (2005) 11.1%
GDP growth rate 1.7% (2002-06)
Population 60.9 million
Population growth rate 0.4% (2002-06)
Inflation rate 1.9% (2002-06)
Unemployment rate 9.5%
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General Overview

In June 2000, the World Health Organization named the French health care
system the “best health system in the world.”220 The French health care system
successfully mixes public and private financing and administration to provide
guaranteed universal health care coverage for all residents. Universal health
insurance is predominantly financed by the social security system, although
France also has a significant supplemental private insurance sector (nearly 80%
of the population has supplemental insurance).222 Health care services are deliv-
ered by both the public and private sectors. The fundamental principles of
France’s health care system are personal payment for service (with subsequent
reimbursement), patient choice of physician, and physician freedom of practice. 

Although the French government provides universal health insurance cov-
erage to all residents, health care services are not free at point of service.
Regardless of type of insurance coverage, French residents pay the total cost of
their health services and are later reimbursed. French employees and their 
families with Sécurité Sociale insurance pay by direct payroll deductions to the
social security system and are generally reimbursed 70% of the cost of 
visiting a general practitioner or a specialist. To ensure reimbursement for the
remaining 30% of health care costs, most residents purchase supplementary 
private health insurance, called mutuelle or policé complémentaire. Supplemental
insurance can be purchased either through one’s employer or directly from an
insurance company.223 There are a wide variety of supplemental insurance plans
to choose from; thus, residents can purchase coverage to fit their needs, e.g., an
individual with a chronic condition may wish to purchase coverage for 
prescriptions or an individual in generally good health may wish to purchase
coverage for catastrophic events only. Low-income individuals and families
who do not have supplemental insurance are eligible for complementary 
state-funded health coverage, which ensures that all basic health services are
fully covered.224

In order to receive full reimbursement for physician visits, all French residents
are required to register with a general practitioner (GP), although they can change
physicians at any time for any reason. Further, residents must receive a referral
from their GP prior to visiting a specialist in order to be fully reimbursed.225

Premium contributions to the Sécurité Sociale go into quasi-public insurance
funds which are administered jointly by employee representatives and employers.
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National medical fee schedules are negotiated by the insurance funds and the
top French physician associations.226 All physicians, except those working in
public hospitals who receive a salary, are paid on a fee-for-service basis.
However, physicians are allowed to charge patients above the negotiated fee
schedule, so the standard fees differ amongst physicians. Because the 
government only reimburses patients for 70% of the national negotiated fee,
patients, either through supplemental insurance or through out-of-pocket
expense, are responsible for the remaining costs.227

Health Care Financing and Expenditures

In 2005, 79.8% of health care spending was funded through public sources,
namely by employer and employee contributions and taxes on alcohol and
tobacco. Through direct payroll deductions, employees and employers con-
tribute approximately 20% of the employee’s annual salary; employees pay 7%,
while employers pay 13%.228 The remaining 24% of health spending was funded
through private sources, including private supplemental insurance and patient
co-payments.229

Total health expenditure accounted for 11.1% of France’s GDP in 2005.
France’s health spending of $3,374 per capita was well above the OECD aver-
age of $2759 in 2005.230 Pharmaceutical spending has been a key factor behind
France’s high health expenditure. France spends 29% of the total of its per
capita health spending on physician services, pharmaceuticals, and inpatient
hospital services just for pharmaceuticals, a greater share than the United States,
where pharmaceutical spending amounts to a 20% share (Chart C).231

Advantages

• All French residents are guaranteed health coverage regardless of
employment, health status, or income. Low-income individuals have
free universal coverage. For individuals with chronic illnesses, all treat-
ment costs are fully reimbursed.232

• The French also enjoy the freedom to choose their health care
provider and can change providers at any time for any reason.233

• The French health care system successfully mixes public and private
financing and administration to provide all residents with adequate
health insurance coverage.

• The French health care system is not plagued with long wait listings
for health services, unlike most health systems with universal access.
This is largely due to the increasing role of supplemental insurance and
the French willingness to pay more for health services.234

• While the French pay ambulatory care fees at the time of service (and
are then reimbursed), there is no payment required at the time of hos-
pital care. Hospitals are reimbursed directly by the sickness funds.

• Physician organizations have a role in negotiating the national fee
schedule; physicians are paid on a fee-for-service basis and are free to
charge above the national fee schedule amounts.235

• France enjoys generally positive health outcomes: life expectancy is
higher at 80.3 years than the OECD average of 78.3, the infant mortal-
ity rate is significantly low at 3.6 deaths per 1,000 live births, and the obe-
sity rate among adults of 9.5% is lower than the 32.2% rate in the USA.236
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• Medical education, while highly competitive, is essentially free to stu-
dents; thus, French physicians enter the field with virtually no educa-
tional debt.237

• France has 3.4 practicing physicians per 1,000 population, above the
OECD average of 3.0 per 1,000.238

• The French health care system exhibits lower administrative costs than
does the United States’ system at 5% of total health expenditure com-
pared with 14% in the US.239

Disadvantages

• France is under pressure to control its health expenditures, largely due
to an aging population, increasing patient expectations, and medical
technological changes.

• The French health care system is the fourth most expensive among
OECD countries; at 11.1% of GDP spent on health care, it ranks
behind the U.S., Switzerland, and Germany. It has been estimated
that if France’s health spending continues at its current rate, the
national health system may be 70 billion Euros ($96.5 billion U.S.) in
debt by the end of 2020.240

Lessons for the US

• France’s two-tiered health care system provides universal health coverage
while also encouraging citizens to utilize the private insurance sector as
well. This system provides the U.S. with an example of how to offer 
universal health care while maintaining the principles of our capitalistic
society. Individuals who wish to purchase private coverage are free to 
do so.

• Universal health coverage can be achieved through a combination of
public and private financing.

• Private health insurance can serve both complementary and supple-
mental roles in a largely single-payer national health care system. 

• Up-front patient payment for health services (with subsequent 
reimbursement), as well as copayments, can encourage responsible 
utilization of health services.

• Physician payments on a fee-for-service basis with physician ability to
charge above the national fee schedule amounts and participation in
negotiations of a national fee schedule by physician organizations may
help ensure physician support for a national health care system.

• Public financing of medical education may help ensure an adequate
supply of primary care physicians.
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GERMANY

Adoption/reform of national health system 1883
GDP (US$) 2,915.9 billion
Health expenditure as percent of GDP (2005) 10.7%
GDP growth rate 0.9% (2002-06)
Population ` 82.5 million
Population growth rate 0.0% (2002-06)
Inflation rate 1.3% (2002-06)
Unemployment rate 8.3%
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General Overview

Germany provides its citizens with nearly universal access to comprehensive
health care and a choice of health care providers. Approximately 90% of
Germans receive health care through the nation’s statutory health insurance
program or not-for-profit sickness funds. Participation in the state insurance
program is mandatory for all Germans with incomes below 46,344 Euros
($63,000) per year; the income ceiling is revised periodically.241 Those above the
income ceiling can opt out of the state insurance program and purchase private
insurance instead; however, many choose to remain in the program. Nearly
10% of Germans have chosen to purchase health coverage from private, for-
profit insurance companies. Individuals in this category are often the wealthi-
est in the nation. Regardless of the type of insurance one has, the same health
care facilities are available to all Germans. 

Germany currently has more than 300 sickness funds, which are organized
by geography, trade, and company. Participation is guaranteed regardless of
changes in employment. The sickness funds are a mix of public and private
entities and are all not-for-profit. They are prohibited from discriminating
against or charging citizens different premium rates based on health status, age
or lifestyle. The funds are financed through employment contributions –
employees and employers each pay 50% of premiums, which are determined as
a percentage of employee’s incomes. The percentage varies from fund to fund,
with an average of 14% in 2005.242 Subsidies are provided for coverage of the
poor, the unemployed, and the elderly.243

The sickness funds are responsible for administering the nation’s health care
policies and negotiating with one another about financing and providing health
care services. The Federal Committee of Physicians and Sickness Funds is
responsible for establishing national spending limits on the practice of medicine
in physician offices, determining the inclusion of new medical procedures and
preventive services, adjusting physician payment schedules and developing
guidelines on the distribution and joint use of sophisticated medical technology
for both ambulatory and hospital care. At the regional level, associations of 
sickness funds and physicians negotiate the terms of specific contracts, including
overall health budgets, regional physician reimbursement contracts, physician
monitoring procedures and reference standards for prescription drugs.244

Germany’s health care system makes a sharp distinction between office-
based (ambulatory care) physicians and hospital physicians. Office-based physi-
cians are paid on a fee-for-service basis, while hospital physicians are salaried
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employees of the hospital where they work.245 When a patient is admitted to a
hospital, complete care of the patient is turned over to a hospital physician.
Once the patient is discharged, his/her care then returns to the office-based
physician. Although physician payment schedules are determined by regional
sickness fund associations, private insurers tend to pay physicians at much 
higher rates. As a result, individuals with private insurance tend to receive 
preferential treatment and better service. On the other hand, the sickness funds’
fee-for-service payment structure provides financial incentives for physicians to
enroll patients and to be accountable for their care.

Free choice of physicians and specialists (no referral required) and ready
access to care including after-hours care are seen as two of the areas where
Germany excels. In 2005, Germany had 3.4 physicians and 2.3 specialists per
1,000 people.246 With high competition among physicians, Germans can and do
penalize physicians and specialists for bad service, which leads to higher-
quality health services. 

Germany is a worldwide leader in hospital quality improvement. It was the
first country to begin development of a national health information technolo-
gy network. All citizens receive electronic health cards that carry name, date of
birth, and insurance details. Patients decide what, if any, personal medical infor-
mation is stored on the cards, such as chronic conditions, prescriptions, and
drug allergies. Real-time quality information is available for all 2,000 German 
hospitals on over 300 quality indicators for 26 conditions.247

Germany has an excellent and inexpensive university system and there is a
constitutional right to study medicine for all students who meet academic
requirements. Consequently, Germany has a healthy supply of physicians and
nurses and generally better health outcomes than those in the U.S.248

Germany has a relatively new long-term care program that includes 
paying a salary to a family member who acts as caregiver for a frail elder. The
reunification of Germany brought together a health system formerly based on
a national health service model (East Germany) with one based on a sickness
fund model (West Germany). However, it may be too soon to assess the impact
of the new long-term care program and unification on costs, quality, and access
of care, and on the viability of the sickness fund model. 

Health Care Financing and Expenditures

In 2005, 76.9% of health spending was funded from public sources, primarily
from the sickness funds.249 Over the past ten years, the public share of health
spending has decreased slightly, from 80.2% in 1994.250

The lifting of budget caps on prescription drugs in 2001 resulted in unprece-
dented increases in expenditures for pharmaceuticals. These increased pharma-
ceutical costs, coupled with rising costs for an increasingly aging population,
increased financial strains on the sickness funds. In 2005, Germany’s total health
spending accounted for 10.7% of its GDP; only the United States and
Switzerland spent a larger share of their GDP on health care. Spending on phar-
maceuticals accounted for 15.2% of total health expenditure.251 Between 1999 and
2003, Germany’s health spending per capita increased by an average of only 2%
per year, largely due to Germany’s cost-containment measures.252 In 2006, the
German government announced new funding reforms by which insurance pre-
mium contributions are to be directly made to a new centralized fund that will
then disperse funds to the sickness funds. Each sickness fund will receive a fixed
amount for each policyholder, and can receive additional funds if they enroll a
large number of elderly and chronically ill individuals.253 The reforms are expect-
ed to go into effect in 2009.
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Advantages

• The German health care system seems to have successfully combined
consumer choice with universal access to care. 

• Ready access to care, including same-day and walk-in appointment
and after-hours care, is an area where Germany excels. 

• Germans have free choice of physicians and specialists (no referral
required). 

• The supply of physicians appears more than adequate, with 3.4 
practicing physicians per 1,000 people.254

• Health insurance coverage is not tied to one’s employer despite
employer contributions toward employee premiums. As such, coverage
is portable among places of employment.

• Employers are not responsible for the administrative costs of coverage.

• Germany is a leader in quality improvement and Germans generally
enjoy positive health outcomes. Life expectancy is high at 79 years, the
infant mortality rate is low at 3.9 deaths per 1,000 live births, and the
obesity rate is significantly lower at 13.6% than the average of OECD
countries of over 20% and the U.S. rate of 32.2%.255

• Patients have control of information available on their individual 
electronic health cards and quality information for hospitals is readily
available electronically. 

• Germany has an excellent and inexpensive university system that is
publicly financed. Consequently, Germany has a healthy supply of
physicians and nurses.

Disadvantages 

• Germany has one of the most expensive health care systems. With
10.7% of GDP spent on health care, it ranks only behind the U.S. and
Switzerland among OECD countries. 

• Weaknesses in the German health care system include poor commu-
nication and sharing of information with patients.256

• Germany’s health care system has an annual budget shortfall of $10 
billion – largely due to costly advances in medical technology, lack of con-
trols on prescription drugs, limitless demand, and an aging population.
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Lessons for the US

• A pluralistic national health care system based on private non-profit
sickness funds can achieve universal access to health care without 
barriers based on ability to pay. 

• The U.S. may greatly benefit by investing more public funding in 
medical education. In Germany, public policy supporting medical 
education and public funding helps to ensure an adequate supply of
physicians and nurses.

• Regulation of private, not-for-profit insurers (sickness funds) can
ensure equitable access to health care that is portable regardless of
changes in employment. 

• Compensation for primary care physicians may be more comparable to
that of specialists when physician reimbursement is based on perfor-
mance and patient satisfaction. 

• Investments in quality improvement can result in better health out-
comes.

• A national health care system may be more acceptable to physicians
when physician fee schedules and expenditure targets or other budgetary
caps are negotiated among physicians and insurers at the local or
regional level. 

JAPAN

Adoption/reform of national health system 1920s (government enacted
series of welfare programs,
providing medical services 
and subsidies to population)

GDP (US$) 4,365.3 billion
Health expenditure as percent of GDP (2004) 8.0%
GDP growth rate 1.7% (2002-06)
Population 127.5 million
Population growth rate 0.1% (2002-06)
Inflation rate -0.2% (2002-06)
Unemployment rate 4.1%
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General Overview

Universal health insurance coverage is compulsory under Japan’s national health
care system but is provided in several ways. The Employer Health Insurance
(EHI) program provides coverage through company-specific plans for employees
(and their dependents) for those who work for medium to large companies, the
national or local government, or private schools. Employees working for small
businesses receive coverage through a government-managed program. The
National Health Insurance (NHI) program covers self-employed individuals;
those working in agriculture, forestry or fisheries; and nonworkers (including
retirees, pregnant women, and students). A national health program for the
elderly covers individuals over age 70.257 Regardless of the type of health insur-
ance program, all Japanese citizens can obtain necessary medical services at
any time and have free choice of physicians.

Premiums for the EHI are based on an individual’s monthly salary – on
average 4% - and contributions are split 50–50 between employees and employ-
ers. Under EHI, individuals pay 20% of their medical costs for hospitalizations,
30% for outpatient care and a copayment for prescriptions. All participants in
EHI have cost-sharing ceilings; after reaching the ceiling all medical and hos-
pital costs are covered in full. EHI also provides an allowance for long-term ill-
nesses based on the employee’s salary. A funeral allowance.258 

The NHI is funded by the government and by member premium contri-
butions. Premiums for the NHI are based on an individual’s salary, property, and
dependents. Similar to EHI, premiums for NHI are generally 4% of an indi-
vidual’s salary. Under NHI, individuals pay 30% of all medical and hospital care
and a copayment for prescriptions. NHI also has cost-sharing ceilings. Unlike
EHI, NHI has restrictions on certain treatments and condition for which 
coverage is not provided, including orthodontic surgery, vaccinations, injuries
incurred while drunk or fighting, or abortions.259 

Funding for the national program for the elderly is provided by contribu-
tions from the two other programs. This program also provides long-term care
insurance to individuals over 65 who have been certified as in need of long-term
care. Premiums for long-term care insurance are paid half by the government
and half by individuals 40 and over. This insurance covers 90% of inpatient and
outpatient costs in addition to prescription drugs.260 

The Japanese health care system is highly regulated by the government.
Health care providers are paid directly by insurers for services rendered.
Reimbursement for outpatient services is provided on a fee-for-service basis,
while reimbursement for in-patient care is provided by a mix of per diem rates
and fee-for-service. Rates for virtually all medical and hospital services are set
by the Fee Schedule, which is negotiated by the national government and
providers every two years. Rates are set and adjusted separately for each proce-
dure and drug, rather than by across-the-board adjustments to a conversion
rate. Rates for services that show large increases in volume tend to be reduced.
Volume is also controlled through tight limits on utilization for such services as
MRIs and CT scans.261 

In 2002, as the Japanese economy began to decline, rates for medical ser-
vices and drugs were cut by 2.7% and national health spending decreased for
the first time. In 2003, the national government implemented the Diagnosis and
Procedure Combinations (DPCs) payment system for acute inpatient hospital
care, which is similar to the DRG system used for hospital care in the United
States. However, unlike in the U.S., the Japanese fees are set as per diem rates
and differ for each of the 80 main hospitals at universities and the 2 national
centers to which they apply. The rates reflect differences in average length of
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stays and decline as the patient stays longer. Expansion of this payment method-
ology has been considered for other hospitals and for long-term care facilities.262 

In 2004, the Japanese medical education system was reorganized. Rather
than being limited to the university hospitals where medical school graduates
receive their undergraduate education and then moving on to a specialty, 
graduates are now matched to a broader range of hospitals with a greater
emphasis on primary care.

Health Care Financing and Expenditures

In 2005, 81.7% of Japan’s total health spending was funded by public sources,
namely by employer, employee, and government premium contributions to the
EHI and NHI.263 Private insurance is minimal.264

Total health expenditure accounted for 8% of GDP in 2004. Health spend-
ing per capita increased by an average of 2.1% between 2000 and 2004; at the
same time, the share of GDP allocated to health increased due to slower over-
all economic growth. Still, Japan’s 2004 health spending of $2,358 per capita was
lower than the 2005 OECD average of $2,759 and considerably lower than the
U.S. average of $6,102 per capita.265

Advantages

• The Japanese enjoy overwhelmingly positive health outcomes, much
better than other OECD countries: the highest life expectancy rate at
82 years, the lowest infant mortality rate at 2.8 deaths per 1,000 live
births, and the lowest adult obesity rate at 3%.266

• National Health Expenditures are lower than those of other industrial-
ized countries. Despite having the second largest economy in the world,
Japan’s health spending of 8% of GDP and per capita health spending
of $2,358 is lower than most other OECD nations.

• The Japanese have a wide selection of providers they can see without
needing a referral; however, there are fewer physicians per 1,000 
population than in most other industrialized countries.267
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Disadvantages 

• The Japanese system is highly regulated with tight controls on tech-
nology and utilization of services. 

• All physicians are reimbursed on a fee-for-service basis for outpatient
care, which is identical across service providers. The government’s fee
schedule does not account for differences in quality of care.268

• Weaknesses of the Japanese health care system include long waiting
times, poor record keeping with little use of electronic medical records,
short consultation times, poor information and communication with
patients, lack of monitoring systems for quality, and high incidence of
medical errors.269

• Japan is faced with an increasing aging population, and as such, an
anticipated increase in national health care costs and a decrease in
employee contributions to health care premiums. It is estimated that
“by 2050, Japan is projected to lose 35 million workers, with 35 percent
of the population in retirement.”270

• Japan’s physician-to-population ratio is low at 2.0 practicing physi-
cians per 1,000, compared to the OECD average of 3.0 and 2.4 per
1,000 in the U,S.271 There is an uneven distribution of physicians
around the country and increasing shortages in rural areas. 

• Hospital stays are two to three times longer than in the West.

Lessons for the US

• A largely single-payer national health care system can achieve univer-
sal access to health care without barriers based on ability to pay.

• A health care system heavily regulated by the government with controls
on utilization and limits on payments can reduce overall health expen-
ditures, but at a cost of increased medical errors, lower quality, 
inefficiencies, and fewer physicians than in other countries.
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NETHERLANDS

Adoption/reform of national health system 2006 (new health insurance 
system enacted)

GDP (US$) 670.9 billion
Health expenditure as percent of GDP (2004) 9.2%
GDP growth rate 1.4% (2002-06)
Population 16.4 million
Population growth rate 0.6% (2002-06)
Inflation rate 1.9% (2002-06)
Unemployment rate 3.9%
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General Overview

On January 1, 2006, the Netherlands enacted a new health insurance system
through the Health Insurance Act of 2005. The objectives of the Act, which
mandates that all Dutch residents purchase private health insurance, include pro-
viding residents greater choice of providers, better quality of care, and lower
insurance costs through increased market competition.272 Although compulsory
health insurance operates within the public health system, insurance products are
provided through private insurers. Private insurers are required to accept all
applicants in their coverage area; medical selection is expressly prohibited. As a
safety net to insurers, the Dutch government established a system of risk equal-
ization. Private insurers set their own premiums; however, all applicants must be
charged the same premium regardless of age, gender, health status, and behavior.273

Individuals are free to change insurers every year.
All insurers must offer a standard package of care which provides coverage

for primary and secondary physician fees, hospitalizations, surgeries, prescrip-
tions, chronic illness, and basic dental care. As the standard package does not
reimburse for all medical expenses, individuals can purchase supplemental
health coverage. Insurers offer individuals options to lower their premiums,
including up to a 10% discount offered to nonsmokers, vegetarians, and groups.
Insurers also offer a reimbursement of premiums, currently approximately 255
Euros ($350 US) for low usage of covered health care services.274 Individuals,
employers, and the government share the costs of the new health care system.
Individuals over age 18 pay a premium to their insurer based on their income.
The government pays the premium for children under 18 and provides premium
subsidies to low-income individuals. Individuals contribute 6.5% of their
income up to 30,015 Euros ($41,000 US) through payroll deductions to the
Health Care Insurance Fund; the self-employed and pensioners contribute
4.4% of their income. Employers are required to reimburse employees for this
contribution, which is taxable to the employee.275

Like Denmark, the Netherlands also appears to have a lower percentage of
generalist physicians than other countries. The explanation may be due large-
ly to the system of after-hours care and the extensive use of health information
technology. It also may be due to a continuing problem in making international
comparisons with data that are not always collected or reported uniformly
despite the efforts of the OECD. Other possible explanations for the low 
percentages of practicing generalists may be better efficiency through greater
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use of triaging by nurses, possible exclusion of physicians providing after-hours
care in the calculations, and failure to count individuals in hospitals providing
what would be considered as primary care in the U.S. Further research is need-
ed to better understand these numbers. 

After-hours care is provided through about 120 regional primary care coop-
eratives. Patients seeking urgent care between 5:00 p.m. and 8:00 a.m. and on
weekends are encouraged to first telephone their cooperative, where trained
nurses conduct telephone triages according to evidence-based protocols and
under the supervision of physicians. A new system of hospital payments, termed
Diagnosis Treatment Combinations, requires hospitals to compete on price
for specific medical interventions. The system is known for its leadership on
transparency in reporting of quality data.276

Under the new health care system, all individuals must register with a fam-
ily physician and practice. Family physicians must give their approval before
patients can access specialty and hospital care. Subsequently, nearly 95% of
problems presented in primary care are handled by family practices.277 Most
family physicians and other primary care professionals work in solo, private
practices. Nearly all practices use electronic medical records and a growing
number of practices use computer software to identify and track patients who
have  chronic conditions and are at risk of developing them. Similar to ACP’s
proposal for the patient-centered medical home model, most patients with
chronic conditions are treated and monitored within primary care practices,
often in collaboration with hospital specialists.278 Physicians are paid by the
government through a blend of capitation per patient, fee per consultation, and
payments for performance. The government also funds nurse practitioners
based in physician practices to manage chronic conditions.

Health Care Financing and Expenditures

In 2004, 62.5% of health spending was funded by public sources, nearly half of
this coming from individual premium contributions.279 Health spending per
capita increased in real terms by an average of 4.3% between 2000 and 2004.
In 2004, per capita spending was $3,094, higher than the OECD average of
$2,759. In 2004, total health spending accounted for 9.2% of GDP, slightly
higher than the OECD average of 8.9% GDP.280

Advantages

• The new Dutch health care system provides guaranteed coverage, 
consumer choice, and quality health care; however, it may be too soon
to draw conclusions about the new system.

• Most patients with chronic conditions are treated and monitored with-
in primary care practices. As a result of the Netherlands emphasis on
primary care–based medical homes, 95% of problems presented in 
primary care are handled by the patient’s regular practice.

• The system encourages market competition. 

• Highly regulated private insurers are required to accept all applicants
in their coverage areas and must charge all applicants the same 
premium regardless of age, gender, health status, or behavior.

• Insurers are protected from adverse selection by a government system
of risk equalization.
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• There is widespread use of electronic medical records and health 
information technology.

• The Dutch enjoy positive health outcomes: life expectancy is high at
79.4 years, infant mortality is low at 4.9 deaths per 1,000 live births,
and the obesity rate is low at 10.7%.281

• Health insurance coverage is portable among employers.

• The Dutch health system secures employer reimbursement of employee
health insurance premiums without mandating employer-sponsored
coverage, so employers do not have administrative responsibility or
administrative costs for the plans.

• The government pays the full premium for children 18 and younger.

Disadvantages 

• In the early years of the new health care systems, uncertain factors
(particularly with regards to risk equalization) will make it difficult for
insurers to balance competitive product pricing with the risks of 
unacceptable financial results.282 However, the government’s system of
risk equalization should reduce this risk. 

• Although the system utilizes private insurance, physicians are paid by
the government.

Lessons for the US

• Universal access to health insurance can be achieved through a public–
private partnership that relies upon private insurance. 

• A health care system with accessible primary care as the first point of
entry for all individuals, delivered in small practices that are integrated
into the wider health care system, may offer the best guarantee for
cost-efficient care.

• Following in the Netherlands’ footsteps, the U.S. may greatly benefit in
investing in primary and preventive health care, particularly in patient-
centered primary care medical homes. In the Netherlands, this invest-
ment has resulted in better health outcomes than those in the U.S.

• Physician payments can be made using a blended reimbursement 
system that includes capitation per patient, fee per consultation, and
pay-for-performance.

• Sustained health care reform demands long-term strategies, policies
and support. In the Netherlands, the primary care quality program has
been in existence for more than 15 years and its success can be partly
attributed to the consistency of its approach.283
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NEW ZEALAND

Adoption/reform of national health system 1938
GDP (US$) 104,432 million
Health expenditure as percent of GDP (2005) 9.0%
GDP growth rate 3.5% (2002-06)
Population 4.2 million
Population growth rate 1.4% (2002-06)
Inflation rate 2.6% (2002-06)
Unemployment rate 3.8%
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General Overview

New Zealand was one of the first countries to provide universal health care,
beginning with the Social Security Act of 1938. All New Zealand residents are
entitled to a broad range of free and government-subsidized health services,
including physician services, free public hospital treatment, and free 24-hour
emergency and accident care. Each year, the government sets a global budget
for publicly-funded health care and distributes the funds to the District Health
Boards (DHBs). DHBs are responsible for providing health services at gov-
ernment-owned facilities and for purchasing other health services from private
providers, including general practitioners and community care providers.284

New Zealand has 21 DHBs, which all have funding and service provision arms.
The service provision arm operates the government-owned hospitals, health
centers, and community services. DHBs emphasize primary care, early inter-
vention, health promotion and disease prevention.

Copayments are required for primary care physician services, nonhospital
prescription drugs, some private hospital and specialist care and adult dental
care. Health care services are free at point of use for children under 6. The gov-
ernment subsidizes health services for most individuals depending on age,
income, and necessary utilization of health services. Primary care physicians act
as gatekeepers to secondary health care services and are independent, self-
employed providers. They are currently paid on an open-ended fee-for-service
basis with a partial government subsidy arrangement; however, the govern-
ment is in the process of shifting payment schedules to contracting and 
funding mechanisms, such as capitation. Specialists that work for DHBs are
salaried employees but often supplement their salaries by treating private
patients at private hospitals.285

New Zealand’s private health insurance market is quite small; only about
one-third (35%) of the population has private coverage.286 However, private insur-
ance can duplicate as well as supplement and complement the government pro-
gram. Private coverage is purchased by the individual and not by employers.
Private insurance is most often used to cover private medical care, copayments,
elective surgery in private hospitals and specialist outpatient consultations.287

New Zealand has an accident compensation scheme that provides financial
assistance to patients to help pay for hospital, physician, and specialist services
in the event of an accident or injury. The compensation scheme also provides
payments to offset the loss of wages in the event of a serious injury that prevents
return to work. The scheme is intended to reduce the need for injury-related
lawsuits.288
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Health Care Financing and Expenditures
The health care system is largely funded by public sources, namely through
general taxation. The government funds approximately 77.4% of total health
care expenditure. Private health insurance accounts for approximately 6% of
total health care expenditure; the remaining 15.7% comes from patient out-of-
pocket payments. In 2004, total health spending accounted for 8.4% of GDP,
slightly below the OECD average of 8.9% of GDP. Per capita health spending
in 2004 was $2,343, lower than the OECD average of $2,759 and nearly one
third of per capita spending in the U.S.289

Advantages

• All New Zealand residents are entitled to a wide range of free and sub-
sidized health care services.

• Primary care services and prescription drugs are free for children under
6 and are heavily subsidized by the government for children over 6 years.

• New Zealand residents have a free choice of health care providers.

• The accident compensation scheme provides financial support in the
event of a catastrophic, accident-related medical emergency.

• Primary care physicians receive financial incentives for quality 
reporting and improvement.290

Disadvantages

• Criticisms of the New Zealand health care system include long wait-
ing lists for elective surgeries; poor and inequitable access to health
care services; and significant medical errors, especially related to 
prescriptions. In 2006, there were nearly 20,000 prescription-related
medical errors.291

• Compared to other OECD nations, New Zealand’s obesity rate is high
at 20.9%, which will lead to significantly higher health care costs in the
future given the relationship between the onset of obesity and related
health problems, including cardiovascular disease and diabetes.292

Lessons for the US

• In a national health care system, the health priorities and needs of a
community can be determined and addressed at the district or local
level with national government funding.

• Health care coverage for children can be achieved in a universal health
care system.

• Private health insurance can serve in addition to a national health
insurance program and can also serve complementary and supple-
mental roles.

• A two-tiered public health system offers the promise of universal 
coverage while also keeping the market/private sector principles of
U.S. capitalist society. Individuals who wish to purchase supplemental
coverage should be free to do so.

• A national health care system with local decision-making can emphasize
primary care, early intervention, health promotion and disease prevention.
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SWITZERLAND

Adoption/reform of national health system 1994
GDP (US$) 378.4 billion
Health expenditure as percent of GDP (2005) 11.6%
GDP growth rate 1.4% (2002-06)
Population 7.5 million
Population growth rate 0.7% (2002-06)
Inflation rate 0.9% (2002-06)
Unemployment rate 4.0%
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General Overview

Under Switzerland’s 1994 Federal Health Insurance Act, all Swiss residents are
required to purchase health insurance. Residents without health insurance face
stiff penalties. Insurance policies cover only individuals, thus families need to
purchase health coverage for each family member.293 Compulsory health insur-
ance is provided by registered health insurance funds or by private insurers. In
2002, there were 93 registered health insurance funds.294 Registered funds and
private insurers may be federal, regional, religious, or occupation-based. They
are generally not-for-profit, quasi-governmental agencies, although they are not
required to be and are not comparable to private insurance companies in the
United States.295 Supplemental health insurance providers are generally for-
profit companies, though some not-for-profit companies also offer supple-
mental coverage.

The Swiss health care system, which is highly decentralized, is a combina-
tion of public, private and subsidized private health care.296 The 26 semi-
autonomous cantons (states) develop and run independent health systems. The
cantons are responsible for regulating health issues; administering and delivering
health services, health education, and disease prevention; and implementing 
federal law.297Additionally, the cantons must cover 50% of all hospital costs in their
state and establish the list of hospitals with which health insurers must contract.298

The federal government is largely responsible for addressing public health issues,
such as eradicating communicable diseases, and for the provision of social insur-
ance, including the federal health insurance laws.299

The Federal Health Insurance Act mandates a standard core benefits pack-
age for health treatments. The core benefits package includes in- and outpatient
services, prescription drug coverage, elderly and disabled care services, and
unlimited hospital and nursing home stays. As the core benefits package is
mandated to be identical for all residents, insurers cannot compete for cus-
tomers on the basis of covered benefits. Rather, insurers compete on the basis
of premium and deductible costs.300 Premiums are federally-regulated to be
community-rated and independent of one’s income. Residents make monthly
direct premium payments to insurers. Premium rates can vary greatly between
the cantons regardless of the insurer. Some insurers offer premium discounts for
residents with “no claims” histories. Children and adults in school up to age 25
are charged lower premiums. The cantons are responsible for administering
means-tested, tax-financed premium subsidies for low-income individuals and
families and for those who spend more than 10% of their annual income on
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health coverage.301 Copayments are generally made in the form of annual 
minimum deductibles.

Switzerland has two health insurance options that ensure access to lower
premiums: HMOs and GP physician networks. Most health insurers now have
HMO divisions, which consist of insurance-owned group practices with salaried
physicians. Premiums for HMOs are generally 10–20% lower than standard
health insurance policies.302 GP physician networks are primary care networks
comprised mostly of general practitioners who serve as “gatekeepers for par-
ticipating insurers.” These physicians seek to limit unnecessary hospitaliza-
tions. As a group, the physicians share 50% of the profits and losses of the
health plan with caps on losses.303 Premiums for GP physician networks are 
generally 5-15% lower than standard health insurance polices. 

All permanent residents are mandated to purchase basic health insurance,
and 80% of the population has some form of private health insurance.304

Supplemental health insurance, which is currently purchased by approximately
40% of the Swiss population, provides coverage for medical costs not covered
under the compulsory insurance including dental care and access to a private
hospital room.305

Physicians and other health care providers are organized into cantonal and
federal medical associations. These associations, together with similar associations
for health insurers and hospitals, annually negotiate physician and hospital 
payment schedules, which must be endorsed by the cantonal governments. 
If the associations are unable to agree on physician and hospital fee schedules,
the cantonal government is responsible for determining the schedule.306

Physician payments for ambulatory care are paid on a fee-for-service basis;
payments for hospitals are based on the number of beds utilized.307

Health Care Financing and Expenditures

In 2005, 59.7% of health expenditures were funded by public sources, namely by
federal, cantonal, and local government tax revenues.308 The remaining 40.3% was
financed through a combination of health insurance premiums (compulsory and
not-for-profit supplemental insurance) and direct payments (cost-sharing for
compulsory and for-profit supplemental insurance). Compared with other OECD
countries, Switzerland has a much lower share of funding from public sources and
a greater reliance on payments by individuals and private insurance. Only the U.S.
has a lower share of health care financing from public funds (45%).301

In 2005, Switzerland’s total health spending accounted for 11.6% of its
GDP; only the United States spent a larger share of its GDP on health expen-
diture. Per capita health spending was $4,177 in 2005, also the highest among
all OECD countries except the U.S. The average annual growth rate in total
health expenditures per capita was 2.7% between 1980 and 2003.310

Advantages

• The Swiss enjoy universal access to a comprehensive package of basic
health care services with free choice of providers and insurers.311

• Health insurance coverage is not tied to one’s employer, despite
employer contributions towards employee premiums. As such, coverage
is portable should one leave his/her place of employment.

• The Swiss enjoy generally positive health outcomes: life expectancy is
high at 81.3 years and the infant mortality rate is low at 4.2 deaths per
1,000 live births.312
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• The Swiss health care system relies on private insurers who are
required to accept all applicants who seek coverage.

• The government provides health insurance premium subsidies for 
low-income families and individuals. 

• The Swiss health care system successfully mixes public and private
financing and administration to provide all residents with basic health
insurance coverage.

• Decentralization of health care responsibilities to the cantonal govern-
ments is a key element of the Swiss health care system. The cantons have
a strong sense of autonomy, allowing health care services to be tailored
to the needs and priorities of the communities.

Disadvantages

• Health care expenditures, both as a percentage of GDP and on a per
capita basis, are higher than all other OECD countries except the U.S. 

• Although health care spending is high, the share paid from public
funds is lower than other industrialized countries. 

• Individuals are responsible for a greater share of health care costs than
in other OECD countries. On average, Swiss individuals and families
spend a larger percentage (approximately 10%) of their annual income
on health care costs, including premiums.313

• Switzerland is under pressure to control its fast-growing health expen-
ditures and improve the value of care received for the money spent.314

• Having 26 different health systems makes it difficult to establish a
national, coherent health care strategy and prevents insurer competi-
tion across the nation.315

• As all physicians are reimbursed on a fee-for-service basis, the negoti-
ated fee schedule does not account for differences in quality of care. 

Lessons for the U.S.

• Universal access to health insurance can be achieved through a public–
private partnership that retains a major role for private insurance. 

• Subsidization of private insurance can ensure coverage for low-income
families and individuals. 

• Mandates for health insurance coverage, combined with adequate sub-
sidies for lower income individuals and families, can ensure universal
coverage. 

• It is difficult for a national health insurance program to establish a
coherent national health care strategy when there are multiple health
systems.
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TAIWAN

Adoption/reform of national health system 1995
GDP (US$) 364.5 billion
Health expenditure as percent of GDP (2005) Unavailable
GDP growth rate 4.6% (2002-06)
Population 22.7 million
Population growth rate 0.3% (2002-06)
Inflation rate 0.8% (2002-06)
Unemployment rate Unavailable
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General Overview

In March 1995, after seven years of planning that included studying health
insurance systems abroad and 18 months of lobbying and parliamentary debate,
Taiwan adopted a government-run, single-payer, national health insurance
(NHI) program. The program is financed through a mix of premiums and
taxes and utilizes a mixed public–private health care delivery system. In Taiwan,
86% of hospitals and 65% of hospital beds are privately owned. 63% of physicians
are salaried and employed by hospitals. Doctors in private practice are paid on
a fee-for-service basis, but do not have hospital admitting privileges; conse-
quently, hospitals rely on large outpatient departments and affiliated clinics as
a source of patients. By the end of 1995, 92% of the population had enrolled
in the compulsory program, and by the end of 2001, almost everyone (97%) was
enrolled.316

The NHI provides a comprehensive benefits package that includes cover-
age for inpatient care, medical and preventive services, laboratory tests and
diagnostic imaging, prescription and certain over-the-counter drugs, dental
services, traditional Chinese medicine, day care for the mentally ill, and home
nurse visits. Patients have freedom of choice among providers and therapies.
There are no direct restrictions on utilization, although prior authorization is
required for certain high-cost treatments like heart, lung, and bone marrow
transplants.317

Health Care Financing and Expenditures

Income-based premiums provide the financing for Taiwan’s NHI. Employers
pay 60% of the premium for employees, employees pay 30%, and the govern-
ment pays 10%. For low-income unemployed people and military personnel
and their dependents, the government pays 100% of the premium. Nonpoor
self-employed people pay 100% of an income-based premium that has a wage
cap. Interest-free loans are available for those temporarily unable to pay pre-
miums, but no one can be denied care for failure to pay their premiums.318

Cost controls include global budgets that are set by sector (e.g., dental care,
Chinese medicine, primary care, and hospitals) and use of diagnosis-related
groups.319 Patient copayments are $5 (US) for each outpatient visit to clinics and
$8 (US) for each visit to hospital outpatient clinics. Patients pay 10% co-
insurance for inpatient services with caps of 6% of the nation’s average per 
person income for each admission or 10% per year. The poor and those living

75



Achieving a High Performance Health Care System with Universal Access

in remote areas are exempt from copayments, and cost sharing doesn’t apply to
most preventive services or major illnesses.320 Patients also pay a “user fee” for
each contact with a provider. Physicians are paid according to uniform, nation-
al fee schedules, but also receive patient user fees and copayments and can sell
patients drugs and products and services that are not covered by NHI.

A “reasonable outpatient volume” policy was introduced in 2001. If a
provider sees more patients than the set limit, payments are cut on a sliding
scale. In 2002, copayments were increased and extended to lab tests and exam-
inations. Prices for drugs have also been cut several times.317

Advantages

• The Taiwan NHI program greatly expanded health insurance coverage
so that nearly all citizens have equal financial access to a comprehensive
benefit package and protection from large medical expenses. 

• Patient out-of-pocket payments fell from 48% of the total amount
spent on health care in 1993 before NHI to 30% in 2000.321

• Patients are free to choose among providers and therapies, including
traditional Chinese medicine.

• There is no rationing or queuing for care. 

• Provider and patient profiles help to identify and reduce fraudulent
claims, overcharges, and duplication of services. 

• The single-payer system also has considerable market power over fees
and drug prices. 

• About 99% of all claims are processed electronically and there is a
uniform reporting and claim filing system. Consequently, overall
administrative costs are low (2.2% in 2001). 

• Implementation of the NHI system did not greatly increase national
health spending despite the substantial expansion of the number of
people with health insurance coverage.322

Disadvantages

• Although there is equal financial access, problems remain with mal-
distribution of resources and among physician specialties. 

• Fees under the fee-for-service system are considered to be too low
and have resulted in rapid increases in the volume of services. 

• Taiwan doctors are known for short “three-minute patient visits,”
which can lead to misdiagnosis, improper treatment, and delays in
proper treatment.323

• The global budgets have exercised some control over total spending,
but they are applied collectively for an entire sector leaving little incen-
tives for individual hospitals or physicians to restrain volume. 

• Quality of care remains relatively unmonitored, although initiatives
have begun for reporting of outcomes and performance. 

• There also is no system for controlling the spread of high technology.324
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Lessons for the US

• Adoption of a single payer NHI program can achieve universal and
equitable access to health care. 

• Planning and studying other health care systems can help in designing
an NHI program.

• Extensive political debate, intense lobbying, and legislative compro-
mises should be expected as part of the process leading to enactment
of legislation creating universal health insurance. 

• A program can be implemented without substantially increasing the
share of the gross domestic product spent on health care by imple-
menting cost controls and reducing overcharges, duplication, over-
utilization, and administrative costs. 

• Expansion of access to a comprehensive package of health benefits
coupled with low payments in a fee-for-service payment system can
result in dramatic increases in the volume of services provided and
could undermine the quality of care. 

• Global budgets can help restrain health care costs, but do not provide
incentives for improved efficiency unless they are set reasonably and 
targeted to small enough groups so that affected providers individually
have an interest in avoiding over-utilization of services. 

• Adoption of a uniform billing system and electronic processing of
claims improves efficiency and reduces administrative expenses. 
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UNITED KINGDOM

Adoption/reform of national health system 1948
GDP (US$) 2,391 billion
Health expenditure as percent of GDP (2005) 8.3%
GDP growth rate 2.6% (2002-06)
Population 60.3 million
Population growth rate 0.4% (2002-06)
Inflation rate 1.7% (2002-06)
Unemployment rate 5.3%
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General Overview

Established in 1948, the National Health Service (NHS) provides the majority of
health care services and coverage in the United Kingdom, including 
primary care physician services, dentistry, optometry, hospital care; and long-
term care. The NHS’s universal coverage was founded on the principle of 
quality care that meets the needs of all citizens, is free at the point of service;
and is based on a patient’s clinical need, not ability to pay.326

Approximately 90% of all care in the UK is provided in primary care.
Primary care services are predominantly provided by general practitioners
(GPs) and their ‘counterparts’ in dentistry, optometry, and pharmacy. Most 
primary and secondary care (specialists, hospitals, ambulances and mental
health services) is provided free of charge at point of service. However, user
fees are charged for prescription drugs, dental and optical services, and long-
term care for the elderly.327

The NHS is funded largely by taxpayers and managed by the national
Department of Health, which is responsible for setting the overall health 
policy. In 2000, as outlined in the NHS Plan, the NHS began a series of 
modernization reforms designed to transform the NHS and the ways it cares
for patients — a radical move towards patient-centered health care. Key 
components of the NHS Plan include a commitment to significantly reducing
wait times for health services; expanding NHS’s capacity; increasing patients
and health care users’ influence; and undertaking major investments in 
clinical priorities, such as cancer, heart disease, and mental health.328

There are 10 Strategic Health Authorities (SHAs) under the Department
of Health that oversee all NHS operations and are responsible for monitoring
the performances of Primary Care Trusts (PCTs) and other NHS health trusts,
developing strategies for improving local health services, increasing the capacity
of health services to ensure better care, and ensuring that national health 
priorities are reflected in local health service plans.329
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The PCTs are local health bodies charged with providing, commissioning
and overseeing health services. 152 PCTs control 80% of the NHS’s budget,
and oversee approximately 29,000 GPs and 18,000 NHS dentists. The primary
responsibilities of PCTs include:

• assessing the health needs of local communities
• commissioning needed services, such as GP practices, hospitals, and 

dentists
• improving the overall health of local communities
• ensuring the availability and accessibility of services
• soliciting and responding to input from patients
• ensuring the continuity of services among various organizations 

providing services in an area
• conducting annual assessments of GP practices330

In commissioning needed health care services, PCTs develop primary care
contracts, which govern how GPs, their teams, and hospitals are compensated
for their services. Generally, PCTs reward GPs and their practices for the quality
of care they provide rather than the quantity of patients they see.331 Under new
contracts in effect since April 2006, GPs receive higher compensation rates for
expanding the services they provide and for strengthening patient satisfaction with
their services. Annual patient surveys of local GP practices are used to help deter-
mine bonuses and rate increases. As a result, GP are encouraged to treat more
long-term conditions, such as obesity, kidney disease, diabetes, and depression.
GPs are also encouraged to reduce the number of unnecessary hospital referrals
and instead widen their practices’ scope of services.332

An integrated electronic health care record system, the National Program
for IT, maintains an archiving system for x-ray and electrons scans. It also pro-
vides for electronic appointments and transmission of electronic prescriptions. In
a typical day in 2007, the electronic patient registry received 1.4 million queries,
the electronic appointment service made 16,000 bookings, the electronic picture
archives stored 1 million digital images and 100,000 electronic prescriptions
were transmitted.333

Although most health care is accessed through the NHS, the UK also has a
notable private health care sector. Patients utilizing private sector services pay for
their health care either through private insurance or when services are accessed.
Approximately 10% of the population has supplemental private health insurance,
purchased either independently or through an employer.334 Private insurance can
also duplicate coverage available under the NHS. Private sector health care is
similar to the NHS in that it provides GPs, hospitals, specialists, nursing homes
and ambulances; however, it is not required to follow national treatment guidelines
or health plans, nor is it responsible for the health of the wider local community.335

Health Care Financing and Expenditures

The NHS is predominately funded through taxes; approximately 73.5% of the
budget comes from general taxes. Taxes are levied based on income at the fol-
lowing rates: 10% on the first £1,880 of taxable income, 22% for incomes
between £1,881 and £29,400, and 40% for incomes over £29,400.336 Council
taxes and the value added tax (VAT) are also levied and contribute to NHS
funding. Other funding sources include payments via the National Insurance
Contribution (20.4%) and a combination of proceeds from the national lottery,
land sales; and charges for other medical services, such as prescriptions, dental
and optical care (6.1%).337
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The NHS budget is set by the government on a 3-year cycle. Over the past
ten years the NHS’s budget has nearly tripled, from approximately £36 billion
(6.8% of GDP) in FY96/97 to approximately £87.1 billion (nearly 9% of
GDP) in FY07/08. The increase in expenditure was a deliberate one – in 2000,
Prime Minister Tony Blair announced a 7.4% per year budget increase for five
years in order to bring health expenditure as a proportion of GDP up to com-
parable European levels.338

In FY 05-06, hospitals and community health services accounted for 95.7%
of NHS’s total expenditure. Other health expenditures included family health
services, such as dental, optometric, and pharmaceutical services (2.3%); cen-
tral health and miscellaneous services, such as the welfare food program and 
medical services for Britons in the European Union (1.5%); and the agencies’
administrative services (0.4%).339

Advantages

• Citizens and registered immigrants enjoy universal access to primary
and secondary health care regardless of their ability to pay. 

• Britons have a choice of health care providers, as they can register with
any GP in their residential practice area. As a result of the NHS reforms
undertaken in 2000, Britons can provide feedback on provider (physicians
and hospitals) services which is then used in evaluating providers.

• Britons enjoy generally positive health outcomes: life expectancy of 79
years (slightly higher than the OECD average) and low infant mortality
of 5.1 per 1000 live birth (slightly above the OECD average).340

Disadvantages

• Criticisms of the NHS include long wait times for nonemergency care,
poor quality of hospital facilities, excessive bureaucracy, and the slow
spread of technology throughout the system.341

• In recent years the NHS has been running a budget deficit, despite
efforts to control spending and increase efficiency.342

• Although the UK enjoys generally positive health outcomes, its obesity
rate among adults has tripled in the past twenty years to approximately
23% in 2005, the highest among OECD countries except for the
U.S.343 As a result, it is predicted that the NHS’s expenditure will 
significantly increase in the future due to late onset, obesity-related
health problems such as diabetes.344

• The UK has historically suffered from a shortage of health professionals.
However, the NHS recently began a “determined and active campaign”
to reverse this trend and has had some success. Data from 2004 show that
the number of practicing physicians rose to 2.3 per 1,000 from 1.9 per
1,000 in 1998 and the number of nurses increased to 9.2 per 1,000 from
8.0 per 1,000. Although these numbers are still below other European
countries, the UK continues to see success in addressing their health
professionals’ shortage.345

• UK citizens endure a high tax burden to pay for their universal health
system. Public funds account for 87.1% of all health expenditures, the
highest among large industrialized countries.346
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• Allowing patients to buy duplicate private insurance coverage creates
pressure on the rest of the system, resulting in underfunding and
increased wait times in the public system as physicians have greater
incentives to serve private patients.

Lessons for the US

• A single-payer national health care system can achieve universal access
to health care without barriers based on ability to pay. 

• Following in the UK’s footsteps, the U.S. may greatly benefit by invest-
ing in primary and secondary care. In the UK, their investment has result-
ed in a growing supply of primary care physicians and nurses and has
resulted in generally better health outcomes than those in the U.S.

• Physician reimbursement based on performance and patient satisfac-
tion can provide physicians with incentives to improve quality of care
and to better manage chronic conditions.

• Insufficient investments in research and medical technology results in
reliance on outdated technologies and medical equipment, denying
patients’ access to advances in medical science.

• Private health insurance can serve a supplemental role in a single-
payer national health care system. 

• A national health care system can emphasize primary care and patient-
centered health care.

• Physician payments under a single-payer national health care system
can be determined locally. 

• Single-payer health systems require the government to levy significant
taxes on their citizen to support universal health coverage.
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