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The Grass Is Not Always Greener
A Look at National Health Care Systems Around the World

by Michael Tanner

Executive Summary

Critics of the U.S. health care system fre-
quently point to other countries as models for
reform. They point out that many countries
spend far less on health care than the United
States yet seem to enjoy better health outcomes.
The United States should follow the lead of
those countries, the critics say, and adopt a gov-
ernment-run, national health care system.

However, a closer look shows that nearly all
health care systems worldwide are wrestling with
problems of rising costs and lack of access to care.
There is no single international model for nation-
al health care, of course. Countries vary dramati-
cally in the degree of central control, regulation,
and cost sharing they impose, and in the role of
private insurance. Still, overall trends from nation-
al health care systems around the world suggest
the following:

® Health insurance does not mean universal
access to health care. In practice, many coun-
tries promise universal coverage but ration
care or have long waiting lists for treatment.
® Rising health care costs are not a uniquely
American phenomenon. Although other
countries spend considerably less than the
United States on health care, both as a per-

centage of GDP and per capita, costs are ris-
ing almost everywhere, leading to budget
deficits, tax increases, and benefit reductions.
®In countries weighted heavily toward gov-
ernment control, people are most likely to
face waiting lists, rationing, restrictions on
physician choice, and other obstacles to care.
® Countries with more effective national
health care systems are successful to the
degree that they incorporate market mech-
anisms such as competition, cost sharing,
market prices, and consumer choice, and
eschew centralized government control.

Although no country with a national health
care system is contemplating abandoning uni-
versal coverage, the broad and growing trend is
to move away from centralized government con-
trol and to introduce more market-oriented fea-
tures.

The answer then to America’s health care
problems lies not in heading down the road to
national health care but in learning from the
experiences of other countries, which demon-
strate the failure of centralized command and
control and the benefits of increasing consumer
incentives and choice.

Michael Tanner is director of health and welfare studies at the Cato Institute and coauthor of Healthy
Competition: What’s Holding Back Health Care and How to Free It (second edition, 2007).
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Aside from
Switzerland, the
Netherlands has

perhaps the most
market-oriented
national health
care system in
Europe.

ment in the public health sector must be
approved at the ministry level. All hospital
administrators and other health officials are
appointed on the basis of political affiliation
with the governing party, often with little regard
for relevant training or other qualifications.”**

Not surprisingly, Greece has far less mod-
ern health care technology than the United
States. The United States has more than twice
as many MRI units per million people and 20
percent more CT scanners.”” Much of the
state-of-the-art equipment that does exist is
clustered in the country’s small number of pri-
vate clinics and hospitals. Indeed, the vast
majority of high technology biomedical tests
are performed by the private sector.””

One study summed up the problems with
the Greek health care system this way:

The Greek health system does not yet
offer universal coverage and has frag-
mented funding and delivery. Funding is
regressive, with a reliance on informal
payments, and there are inequities in
access, supply and quality of services.
Inefficiencies arise from an over reliance
on relatively expensive inputs, as evi-
denced by the oversupply of specialists
and undersupply of nurses. Resource
allocation mechanisms are historical and
political with no relation to performance
or output; therefore providers have little
incentive to improve productivity.””’

That would appear to be a fairly accurate
summary.

Netherlands

Aside from Switzerland, the Netherlands
has perhaps the most market-oriented nation-
al health care system in Europe. That was the
case even before 2006, when a series of reforms
introduced even more market mechanisms.

The old pre-2006 Dutch system resembled
Germany’s. Dutch workers with incomes
below €32,600 were required to enroll in one of
30 government-controlled “sickness funds.”
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Those with higher incomes had the option of
enrolling in the funds if they wished, or opting
out of the government system and purchasing
private insurance. Sickness funds were
financed through a payroll tax and a flat-rate,
per-capita premium.”*

The funds provided a uniform package of
benefits including physician and hospital
care, specialist care, diagnostic tests, prescrip-
tion drugs, and dental care for children.””
While consumers could switch funds annual-
ly, there was little competition between funds
and few consumers actually switched.

The new Dutch system operates on the the-
ory of managed competition like Switzerland
(see below). Both the social health insurance
program and the alternative private health
insurance option were replaced by a require-
ment that all Dutch citizens purchase a basic
health insurance plan from one of 41 private
insurance companies. Although a fine may be
imposed for failure to comply, there is no
comprehensive system for identifying citizens
who do not meet the mandate. An estimated
1.5 to 2 percent of the population is currently
uninsured.”"’

The required plan, which covers mini-
mum benefits set by the government,
includes general practitioner and specialist
care, hospital stays, some dental care, prena-
tal care, some medicines, and travel expenses.
In one interesting innovation, most of the
required benefits are specified in terms of
“functions of care” rather than by provider
category. Thus, “rehabilitation care” is
required, but no particular type of rehabilita-
tion provider is mandated.”'" This may mean
that the benefits package will be less suscep-
tible to manipulation by provider interest
groups, but it is much too early to tell.

The Health Ministry sets premiums, which
average around €100 per month for an indi-
vidual. Insurance companies can offer varying
deductibles, ranging from €150 to €1,000 per
year, allowing for a small level of price compe-
tition. Policies can also offer rebates of up to
€225 if a policyholder uses no health services
in a given year beyond seeing a primary care
physician.** About 90 percent of the popula-



tion also buys supplemental insurance cover-
ing services over and above the required stan-
dard benefits package.”"®

Employers generally pay half of insurance
premiums, with individual workers picking up
the other half*"* Individual premiums are tax
deductible.*" Subsidies, or care allowances, that
help low- and middle-income income workers
purchase the basic insurance plan are extensive
and reach well into the middle class. Currently, 5
million Dutch citizens qualify for some level of
subsidy on a sliding scale based on income.*'®
Those subsidies are financed through a tax on
salaried workers. Because of the high levels of
subsidy, the Dutch government remains a large
source of health spending, one area of signifi-
cant difference with the Swiss system.”"”

Insurers negotiate quality, quantity, and
price of services with providers. Notably,
many insurers require providers to docu-
ment the quality of the care they provide, fre-
quently relying on evidence-based guidelines
and performance metrics.”'®

Some insurers provide care directly, using
their own staffs and their own facilities, such
as primary care centers and pharmacies.
Other insurers contract with a network of
providers similar to U.S. preferred provider
organizations (PPOs). Patients can go out of
network but will receive only partial reim-
bursement. Most insurers require a referral
from a primary care provider before a patient
can see a specialist.””” Pharmaceutical prices
are capped nationwide at the average price of
medicines in a therapeutic class. Individuals
may choose more expensive drugs but must
pay the difference out of pocket.**’

The new system has been in place for only
two years, which is not enough time to per-
mit a thorough evaluation. However, prelim-
inary indications suggest that it is an
improvement over the pre-2006 system.”*'

Dutch consumers appear to have em-
braced the reforms. Consumer organizations
are participating in negotiations with pro-
viders, insurers, and lawmakers. The system is
becoming more transparent, with far greater
information available regarding both price
and quality. Consumers seem willing to make
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decisions and change insurers on the basis of
price and quality.

Price competition under the new system has
increased significantly and at least 20 percent of
Dutch consumers have switched insurers.**
When the system was initiated, the Dutch gov-
ernment predicted premiums would cost
€1,106 on average. However, competition has
forced the average premium down to €1,028,
097.6 percent below the prediction.”” Overall,
the new system is estimated to have increased
the purchasing power of Dutch households by
as much as 1.5 percent.”** However, not every-
one has been a winner. The community rating
requirement has resulted in steep increases in
premiums for younger workers who were more
heavily subsidized under the old system.”””

Under the old system, waiting lists were
widespread—for example, more than three
months for a hip replacement and two months
for a prostectomy or hysterectomy.””® One
study estimated that at least 100 heart patients
died each year while on waiting lists.”” Early
evidence suggests that some improvement has
come as a result of the 2006 reforms.”**

Hospitals are beginning to compete by
expanding services such as neurosurgery and
radiation therapy.”” Although some experts
have expressed concern that smaller hospitals
offering these services may not have sufficient
utilization rates to ensure quality and efficacy,
the expanded availability of services will likely
increase access to care and reduce queues.”’

The new system may even be having a pos-
itive impact on health care costs. Since the
new system took effect, health care costs have
been growing at an annual rate of just 3 per-
cent, compared to more than 4.5 percent in
the year before the reforms.”’

The jury is still out, and the Dutch system
still falls well short of a true free market, but
the Netherlands appears to have taken a big
step in the right direction.

Great Britain

Almost no one disputes that Britain’s
National Health Service faces severe prob-

As many as
750,000 Britons
are currently
awaiting
admission to
NHS

hospitals.



the Swiss market, leading to the over provision
of care to the healthy and the under provision
of care to the sick.”® In addition, the prohibi-
tion on risk management discourages the
development of new and innovative products.
Peter Zweifel of the University of Zurich, a
member of the Swiss Competitive Committee
which oversees insurance regulation, believes
that a return to some degree of risk-rating is
essential to the long-term success of the Swiss
system.”®" As Zweifel puts it, “Let competition
work its magic. Let those who are bad risks get
the message that they need to become better
risks, if possible. If not possible, [they would]
still get a subsidy which [keeps their costs]
down to little more than 8-10 percent of tax-
able income.””*

Third, the cartel structure for negotiating
reimbursement schedules can create a num-
ber of distortions. Effectively monopsony
purchasers, the cartels have enormous lever-
age when it comes to negotiations. Not sur-
prisingly, physicians have tended to set up
practice in cantons with the highest levels of
reimbursement, leading to shortages in other
areas. Reimbursement rates have reportedly
created wasteful incentives—for example, hos-
pitals shifting patients from outpatient to
inpatient care.”® And the combination of
increased demand and low reimbursement
has led to the first signs of queues for the
most complex surgeries.”*

In addition, the negotiations freeze in
place a pricing structure that inhibits the
development of innovative approaches that
do not tie payments to specific benefits. This
includes both managed care approaches and
health services integration.”

Finally, Switzerland has some of Europe’s
strongest regulation of nonphysician health
care professionals.”®® As a result, patients are
often forced to use more expensive providers
where a less expensive professional would do.

All of the above combine to undermine the
consumer-driven nature of Switzerland’s
health system. Despite these problems, the
Swiss system provides a useful lesson for the
United States about the value of consumer-
directed health care. In particular, we can see
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that when the cost of insurance becomes more
transparent, consumers shift their purchasing
preferences toward true insurance (spreading
catastrophic risk), rather than purchasing pre-
payment for routine, low-cost services. That
gives consumers an overall incentive to make
cost-versus-value decisions when purchasing
health care, resulting in reduced costs while
maintaining individual choice and quality
care.

Germany

Germany ranked 25th in the WHO rat-
ings.”¥ Despite that low ranking, however, the
country is worth examining because it is fre-
quently cited as a model by advocates of
national health care.

National health insurance in Germany is
part of a social insurance system that dates
back to Bismarck. All German citizens with
incomes under €46,300 (roughly $60,000) are
required to enroll in one of approximately 250
statutory “sickness funds.” Those with higher
incomes may enroll in the funds if they wish, or
may opt out of the government system and
purchase private insurance.”® About three-
quarters of workers with incomes above the
statutory limit choose to remain in the sick-
ness funds, which currently cover approxi-
mately 90 percent of the population. Overall,
insurance coverage is nearly universal.
However, the number of uninsured has been
rising, roughly tripling in the last 10 years to
300,000 people.”® About 9 percent of the pop-
ulation purchases supplemental insurance to
cover items that are not included in the stan-
dard benefits package.””

Sickness funds are financed through a pay-
roll tax split equally between the employer and
employee. The size of the tax varies depending
on which fund the worker has chosen, but
averages around 15 percent of wages.”' Sick-
ness funds are supposed to be solvent and self-
supporting, but in reality the system ran a €7
billion deficit in 2006.”* The German govern-
ment has proposed a 1 percent increase in the
payroll tax, split evenly between employer and
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of consumer-

directed health

care.



Although
Germany spends
less on health
care than the
United States,
expenditures have
been rising at an
alarming rate in
recent years.

employee, starting next year.”” In addition,
general tax revenues finance capital costs for
acute care hospitals and many rehabilitative
services, especially for retirees.

Benefits are extensive, covering physi-
cians, hospital and chronic care, diagnostic
tests, preventive care, prescription drugs, and
part of dental care. In addition to the medical
benefits, sickness funds provide sick pay to
those who cannot work due to illness, rang-
ing from 70 to 90 percent of the patient’s last
gross salary, for up to 78 weeks.””*

The central government and state govern-
ments split the regulation of the health care
system. The central government establishes
the national global budget for health care
spending, defines any new medical procedures
to be included in benefit packages, and sets
reimbursement rates for physicians. Some of
this is accomplished through legislation, while
the rest is handled through negotiations
between the National Association of Sickness
Funds and the National Association of
Physicians. At the state level, state associations
of sickness funds and physicians negotiate
overall health budgets, reimbursement con-
tracts for physicians, procedures for monitor-
ing physicians, and reference standards for
prescription drugs.””> The bargaining power
in these negotiations clearly lies with the sick-
ness funds backed by the government, allow-
ing them to effectively impose fee schedules
and other restrictions on providers. The pur-
chasing power of a German physician’s wages
is now about 20 percent that of a U.S. physi-
cian.**® This has led to physician strikes as
recently as 2005.*”

Although Germany spends less on health
care than the United States, both as a percent-
age of GDP and per capita, expenditures have
been rising at an alarming rate in recent years.
Friedrich Breyer, an economist from Konstanz
University, estimates that health care spending
could reach 30 percent of GDP by 2020 unless
significant changes are made.””

The German government has responded by
beginning to cut back on benefits. In 2004,
sickness funds stopped covering eyeglasses,
lifestyle medications, and all over-the-counter
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drugs. Copayments were imposed for the first
time, such that Germans now pay €10 per
quarter to see a general practitioner, €10 per
day of hospital stay, €10 per prescription, and
for certain specialty services.”” The highest
copayments are 10 percent for prescription
drugs. Overall, Germans pay out of pocket for
about 13 percent of total health care spending,
only slightly less than Americans.’” Prelim-
inary evidence suggests that the introduction
of cost sharing has slightly reduced utilization
and spending.™’

In 2006, Chancellor Angela Merkel pro-
posed a sweeping set of health care reforms
that included creating a centralized health
fund, shifting financing in part from payroll
taxes to general revenues, trimming benefits,
imposing greater cost sharing, and making the
system more transparent. She was forced to
abandon the package in the face of public and
political opposition.*”

The degree of health care rationing in
Germany is the subject of considerable debate.
Unlike many OECD countries, the German
government does not compile data on waiting
lists.” One frequently cited study suggests
that Germans are no more likely than Ameri-
cans to wait more than four weeks to see a spe-
cialist.’® The WHO says, “Waiting lists and
explicit rationing decisions are virtually
unknown.”*

However, at least one study concludes that
rationing is occurring for the elderly and those
with terminal illness, and concludes that “the
question remains as to whether lives at
advanced ages could be saved if age rationing
were discontinued and maximum medical
treatment were to be applied to everyone, irre-
spective of their age.”** In addition, a survey of
German hospitals reported that “waiting times
were prolonged” due to both a lack of capacity
and hospital target budgets that make the
treatment of sickness fund patients with seri-
ous conditions financially unattractive.””’

Also, Germans have less access to modern
medical technology than Americans. The
United States has four times as many MRI
units per million people and twice as many
CT scanners.”” The situation would undoubt-



edly be worse without the existence of the
small private insurance sector. Although
small as a proportion of total health spend-
ing, private insurance puts competitive pres-
sure on sickness funds, pushing them to
expand their quality and services. At one
time, CT scanners were even rarer in the pub-
lic system, available only under exceptional
circumstances and after long waits, yet rela-
tively common in the private sector.
Competition forced the public sector to add
more CT scanners.””

Some analysts blame price restrictions
and reimbursement rates for increasing
bureaucratic interference in how German
physicians practice medicine. Physicians try-
ing to work within the maze of reimburse-
ment caps and budget restrictions have no
financial incentive to provide more than the
minimally necessary care. That has led to
questions of quality assurance, and the gov-
ernment has responded with ever greater
micromanagement of practice standards.
The result has been a huge increase in red
tape for physicians and a general loss of inno-
vation.’"

Germans seem aware of the need to
reform their health care system. In a 2004
poll, 76 percent of Germans thought health
care reform was “urgent,” while an addition-
al 14 percent thought it was “desirable.”
However, Germans are split nearly down the
middle about what that reform should be.
Roughly 47 percent would like to see an
increase in private health care spending,
whereas 49 percent would not. Similarly, 45
percent of Germans believe that more patient
choice would improve health care quality,
whereas 50 percent do not. The reluctance to
fully embrace market reforms undoubtedly
stems from a long-standing German belief in
social solidarity. By a margin of 81 to 18 per-
cent, Germans believe that equal access to the
same quality of care for everyone is more
important than their own access to the best
possible care.*""

Costs and demographics will eventually
force changes in the German system.
However, given the failure of Chancellor
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Merkel’s reforms, change is unlikely in the
near future.

A Few Thoughts on Canada

Canada is another country that did not
make the top 20 health care systems in the
WHO rankings (it finished 30th), and few seri-
ous advocates of universal health care look to
it as a model. As Jonathan Cohn puts it,
“Nobody in the United States seriously pro-
poses recreating the British and Canadian sys-
tem here—in part because, as critics charge . . .
they really do have waiting lines.”*'> However,
since the press still frequently cites it as an
example, it is worth briefly examining.

Although Canada is frequently referred to
as having a “national health system,” the sys-
tem is actually decentralized with consider-
able responsibility devolved to Canada’s 10
provinces and 2 territories. It is financed
jointly by the provinces and the federal gov-
ernment, similar to the U.S. Medicaid pro-
gram. In order to qualify for federal funds,
each provincial program must meet five crite-
ria: 1) universality—available to all provincial
residents on uniform terms and conditions;
2) comprehensiveness—covering all medically
necessary hospital and physician services; 3)
portability—allowing residents to remain cov-
ered when moving from province to province;
4) accessibility—having no financial barriers
to access such as deductibles or copayments;
and 5) public administration—administered
by a nonprofit authority accountable to the
provincial government.

Federal financing comes from general tax
revenue. The federal government provides a
block grant to each province which amounts
to around 16 percent of health care spend-
ing. However, most funding comes from
provincial taxes, primarily personal and cor-
porate income taxes. Some provinces also use
funds from other financial sources like sales
taxes and lottery proceeds. And some (British
Columbia, Alberta, and Ontario) charge pre-
miums, although health services cannot be

denied because of inability to pay. The health
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care system is an enormous part of the
Canadian welfare state. On the provincial
level, the health care system amounts to
between one-third and one-half of all social
welfare spending.*"

Provinces must provide certain benefits,
including primary care doctors, specialists,
hospitals, and dental surgery. Other benefits,
such as routine dental care, physiotherapy,
and prescription drugs, are optional. Some
provinces offer substantial coverage for these
services, some cover them only partially, and
some do not cover them at all. Except for
emergencies, treatment by specialists or hos-
pital admission requires a referral from a pri-
mary care physician.

Provider reimbursement is set by each
province, and some provinces restrict overall
physician income. In general, however, reim-
bursement is on a fee-for-service basis. Hospi-
tals are paid a specific pre-set amount to cover
all noncapital costs. Capital expenditures must
be approved on a case-by-case basis.

An increasing number of Canadians also
carry private insurance, most often provided
through their employer. Originally this
insurance was designed to cover those few
services not covered by the national health
care system. At one time, all provinces pro-
hibited private insurance from covering any
service or procedure provided under the gov-
ernment program. But in 2005, the Canadian
Supreme Court struck down Quebec’s prohi-
bition on private insurance contracting.’"*
Litigation to permit private contracting is
now pending in several other provinces.

In addition to the public hospitals cov-
ered by the government, many private clinics
now operate, offering specialized services.
Although private clinics are legally barred
from providing services covered by the
Canada Health Act, many do offer such ser-
vices in a black market. The biggest advan-
tage of private clinics is that they typically
offer services with reduced wait times com-
pared to the public health care system.
Obtaining an MRI scan in a hospital could
require a wait of months, whereas it could be
obtained much faster in a private clinic.
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Waiting lists are a major problem under the
Canadian system. No accurate government
data exists, but provincial reports do show at
least moderate waiting lists. The best informa-
tion may come from a survey of Canadian
physicians by the Fraser Institute, which sug-
gests that as many as 800,000 Canadians are
waiting for treatment at any given time.
According to this survey, treatment time from
initial referral by a GP through consultation
with a specialist, to final treatment, across all
specialties and all procedures (emergency,
nonurgent, and elective), averaged 17.7 weeks
in 2005 And that doesn’t include waiting to
see the GP in the first place.

Defenders of national health care have
attempted to discount these waiting lists, sug-
gesting that the waits are shorter than com-
monly portrayed or that most of those on the
waiting list are seeking elective surgery. A look
at specialties with especially long waits shows
that the longest waits are for procedures such
as hip or knee replacement and cataract
surgery, which could arguably be considered
elective. However, fields that could have signif-
icant impact on a patient’s health, such as neu-
rosurgery, also have significant waiting
times.”"® In such cases, the delays could be life
threatening. A study in the Canadian Medical
Association Journal found that at least 50
patients in Ontario alone have died while on
the waiting list for cardiac catheterization.”"”
Data from the Joint Canada-United States
Survey of Health (a project of Statistics Canada
and the National Center for Health Statistics)
revealed that “thirty-three percent of
Canadians who say they have an unmet med-
ical need reported being in pain that limits
their daily activities." In a 2005 decision
striking down part of Quebec’s universal care
law, Canadian Supreme Court Chief Justice
Beverly McLachlin wrote that it was undisput-
ed that many Canadians waiting for treatment
suffer chronic pain and that “patients die while
on the waiting list.”*"

Clearly there is limited access to modern
medical technology in Canada. The United
States has five times as many MRI units per
million people and three times as many CT



scanners.””” Indeed, there are more CT scan-
ners in the city of Seattle than in the entire
province of British Columbia.**'

Physicians are also in short supply.
Canada has roughly 2.1 practicing physicians
per 1,000 people, far less than the OECD
average. Worse, the number of physicians per
1,000 people has not grown at all since 1990.
And while the number of nurses per 1,000
people remains near the OECD average, that
number has been declining since 1990.>

In addition, although national health care
systems are frequently touted as doing a better
job of providing preventive care, U.S. patients
are actually more likely than Canadians to
receive preventive care for chronic or serious
health conditions. In particular, Americans are
more likely to get screened for common can-
cers, including cancers of the breast, cervix,
prostate, and colon.’”

Canada has been relatively effective at con-
trolling spending. The country spends about 9
percent of GDP on health care, a percentage
that has risen only slightly over the last decade.
Relative to average OECD expenditures,
Canadian health expenditures have declined
by 4 percent since 1997.>** That cost control,
however, has clearly come at the expense of
access to care.

Canadians’ dissatisfaction with the prob-
lems in their system has been growing for
some time. One survey showed that some 59
percent of Canadians believe that their sys-
tem requires “fundamental changes,” and
another 18 percent believe the system needs
to be scrapped and totally rebuile Still,
Canadians are reluctant to embrace market
reforms that are associated with the U.S.
health care system—a system that Canadians
disdainfully reject. As one observer put it:

Anxiety about Americanization and the
constantly reinforced strain of national
pride in Canadian health care coexist[s]
with considerable uneasiness about the
actual state of that care. It is as if, when
Canadians look south across the border
they swell with pride, but when they
look within they shrink back, seeing
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many problems and feeling uncertainty
about the future.

Canadians may jealously guard their sys-
tem and resist “Americanizing” it, but even
advocates of universal health care are coming
to recognize that it does not provide a valid
model for U.S. health care reform.

Conclusion

The US. health care system clearly has
problems. Costs are rising and are distributed
in a way that makes it difficult for some people
to afford the care they want or need. Moreover,
although the number of uninsured Americans
is often exaggerated, far too many Americans
go without health insurance. And while the
U.S. provides the world’s highest quality health
care, that quality is uneven, and too often
Americans don’t receive the standard of care
that they should. But the experiences of other
countries with national health care systems
show that the answer to these problems lies
with more pro-market reform, not more gov-
ernment control.

Of course, there is no single model for
national health care systems in other coun-
tries. Indeed, the differences from country to
country are so great that the terms “national
health care” or “universal coverage” can be
misleading—as if one collective model shows
how other countries deal with health care
and health insurance. Each country’s system
is the product of its unique conditions, his-
tory, politics, and national character. Those
systems range from the managed competi-
tion approach of the Netherlands and
Switzerland to the more rigid single-payer
systems of Great Britain, Canada and
Norway, with many variations in between.

Some countries have a true single-payer sys-
tem, prohibiting private insurance and even
restricting the ability of patients to spend their
own money on health care. Others are multi-
payer systems, with private competing insurers
and varying degrees of government subsidy
and regulation. Some countries base their sys-
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tems around employment, while others have
completely divorced work from insurance.
Some require consumers to share a significant
portion of health care costs through either
high deductibles or high copayments. Others
subsidize virtually first-dollar coverage. Some
allow unfettered choice of physicians. Others
allow a choice of primary care physicians but
require referrals for specialists. Still others
restrict even the choice of primary care doctors.

In fact, about the only system one cannot
find is the type of system described by Michael
Moore, Physicians for a National Health
Program, and other national health care advo-
cates—a system that provides unlimited care
with no premiums, deductibles, or copay-
ments, from the physician of one’s choice. For
example, in SiCKO, Moore lambastes American
insurers for denying coverage for rare and
experimental treatments.’”’ And, during the
New Hampshire primary, John Edwards ran
television advertisements highlighting the
tragic death of a teenage girl whose liver trans-
plant was rejected by her father’s insurer.””®
These stories play effectively on the emotions
and drive a desire for change. Yet one searches
in vain for a national health care system any-
where that regularly pays for experimental and
untested procedures.

Likewise, advocates for national health care
tap into the anger many patients (and doctors)
feel for the gatekeepers and prior approval
required under American managed care. But
many if not most foreign systems require simi-
lar gatekeepers. Moreover, copayments and
other forms of cost sharing are commonplace.

It is also important to realize that no coun-
try’s system would translate directly to the
United States. Americans are unlikely to accept
the rationing or restrictions on care and tech-
nology that many countries use to control
costs. Nor are U.S. physicians likely to accept a
cutin income to the levels seen in countries like
France or Germany. The politics, economics,
and national cultures of other countries often
vary significantly from those of the United
States. Their citizens are far more likely to have
faith in government actions and to be suspi-
cious of free markets. And polling suggests
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that citizens of many countries put social soli-
darity and equality ahead of quality and choice
when it comes to health policy.”* American
attitudes are quite different. As pollster Bill
McInturff notes, “Never, in my years of work,
have I found someone who said, T will reduce
the quality of the health care I get, so that all
Americans can get something.”>*

Even so, some important lessons can be
drawn from the experiences of other countries:

® Universal health insurance does not
mean universal access to health care. In
practice, many countries promise uni-
versal coverage but ration care or have
extremely long waiting lists for treat-
ment. Nor does a national health care
system necessarily mean universal cov-
erage. Some countries with ostensibly
universal systems actually fall far short
of universal coverage, and most leave at
least a small remnant (1-2 percent of
the population) uncovered. Although
this is certainly wider coverage than the
United States provides, it shows the dif-
ficulty of achieving either truly univer-
sal coverage or universal access to care.

Rising health care spending is not a
uniquely American phenomenon. Other
countries spend considerably less than
the United States on health care, both as
a percentage of GDP and per capita,
often because they begin with a lower
base of expenditures. Nonetheless, their
costs are still rising, leading to budget
deficits, tax increases, and/or benefit
cuts. In 2004, the last year for which data
is available, the average annual increase
for per capita health spending in the
countries discussed in this study was
5.55 percent, only slightly lower than the
United States’ 6.21 percent.”>" As the Wall
Street Journal notes, “Europeans . . . face
steeper medical bills in the future in their
cash-strapped governments.”* In short,
there is no free lunch.

Those countries that have single-payer
systems or systems heavily weighted
toward government control are the most



likely to face waiting lists, rationing,
restrictions on the choice of physician,
and other barriers to care. Those coun-
tries with national health care systems
that work better, such as France, the
Netherlands, and Switzerland, are suc-
cessful to the degree that they incorpo-
rate market mechanisms such as compe-
tition, cost-consciousness, market prices,
and consumer choice, and eschew cen-
tralized government control.
Dissatisfaction and discontent with a
nation’s health care system seems to be
universal. Undoubtedly, Americans are
unhappy with the current state of our
health care system. According to the
most recent Commonwealth Fund sur-
vey, an astounding 82 percent of Ameri-
cans believe that our system either
requires fundamental change or needs to
be completely rebuilt.”* Not surprising-
ly, polls suggest health care reform is the
top domestic policy issue in the upcom-
ing presidential election. Yet, that
same Commonwealth Fund study shows
large majorities in every country, ranging
from 58 percent in the Nether-lands to
78 percent in Germany calling for funda-
mental reform or complete rebuilding of
their health care systems.” Earlier
polling by the Stockholm Network
found similar levels of unhappiness.™®
Not as bad as in the United States, per-
haps, but certainly no ringing endorse-
ment of their systems.

Although no country with universal cov-
erage is contemplating abandoning a
universal system, the broad and growing
trend in countries with national health
care systems is to move away from cen-
tralized government control and intro-
duce more market-oriented features. As
Richard Saltman and Josep Figueras of
the World Health Organization put it,
“The presumption of public primacy is
being reassessed.”” Alan Jacobs of
Harvard points out that despite signifi-
cant differences in goals, content, and
strategies, European nations are general-
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ly converging toward market practices in
health care.’ Thus, even as Americans
debate adopting a government-run sys-
tem, countries with those systems are
debating how to make their systems
look more like that of the United States.

Looking at other countries and their expe-
riences, then, can provide guidance to
Americans as we debate how to reform our
health care system. National health care is not
a monolithic idea, nor is it as disastrous as
U.S. critics sometimes portray. Some national
health care systems do some things well.

Yet, those systems do have serious prob-
lems. In most cases, national health care sys-
tems have successfully expanded insurance
coverage to the vast majority, if not quite all,
of the population. But they have not solved
the universal and seemingly intractable prob-
lem of rising health care costs. In many cases,
attempts to control costs through govern-
mental fiat have led to problems with access
to care, either delays in receiving care or out-
right rationing.

In wrestling with this dilemma, many
countries are loosening government controls
and injecting market mechanisms, particu-
larly cost sharing by patients, market pricing
of goods and services, and increased compe-
tition among insurers and providers. As Pat
Cox, former president of the European
Parliament, putitin a report to the European
Commission, “We should start to explore the
power of the market as a way of achieving
much better value for money.”’

Moreover, the growth of the government
share of health care spending, which had
increased steadily from the end of World War
IT until the mid-1980s, has stopped, and in
many countries the private share has begun
to increase, in some cases substantially. Some
evidence shows a growing shift from public
to private provision of health care.>*’ If the
trend in the United States over the last sever-
al years has been toward a more European-
style system, the trend in Europe is toward a
system that looks more like America’s.

Therefore, if U.S. policymakers can take one

The United States
can increase
coverage and
access to care,
improve quality,
and control costs
without
importing the
problems of
national

health care.



lesson from national health care systems
around the world, it is not to follow the road to
government-run national health care, but to
increase consumer incentives and control. The
United States can increase coverage and access
to care, improve quality, and control costs
without importing the problems of national
health care. In doing so, we should learn from
the successes—and the failures—of systems in
other countries.
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