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aƻƴŜȅ ŀƴŘ aŜŘƛŎƛƴŜΧ 

the odd couple 



üWho should pay for health?  

üWhy is the health market unique? 

üWhy are countries with very different health systems, 
facing the same challenges controlling health expenditure?  

üWhat is universal health coverage (UHC) anyway? 
What is health for that matter?  

üWhy is the USA the only developed country that 
has been unable to achieve UHC?  

ü Health system drivers 

Å information asymmetry 

Å moral hazard 

Å social determinants of health 

ü The codification of health services and payment 
models for doctors  

ü Brief comparison of a few successful but 
very different health care systems 

ü!ƴŘ Ŧƛƴŀƭƭȅ ǿŜΩƭƭ ŦƛƴƛǎƘ ǿƛǘƘ ŎƻǊŜ ƭŜƎŀƭ 
infrastructure requirements.  

 

Overview 



The Germans under Chancellor Bismark created the worlds first 
health insurance in 1883 
 
France and UK followed the Bismarkian welfare state 
 
The U.S and Australia were experimenting with models of health 
ƛƴǎǳǊŀƴŎŜ ŦǊƻƳ ŜŀǊƭȅ мфллΩǎ 
 
Most activity occurred after WWII ς ¦YΩǎ bI{Σ !ǳǎǘǊŀƭƛŀƴ 
constitutional reform, NZ socialised its healthcare system, 
bŜǘƘŜǊƭŀƴŘǎ ƛƴ мфпм Χ 
 
More recently Indonesia, Thailand and African countries are 
moving towards UHC 

 

More than 100 years of history 



A few key terms and definitions 

What is health? 
Constitution of the World Health Organization: Health is a state of complete 
physical, mental and social well-being and not merely the absence of disease or 
infirmity 
 

What is universal health coverage or UHC? 
World Health Organization: Universal health coverage is defined as ensuring that all 
people have access to needed promotive, preventive, curative and rehabilitative 
health services, of sufficient quality to be effective, while also ensuring that people 
do not suffer financial hardship when paying for these services.  
 

What is health insurance? 
¢ƘŜ ǘŜǊƳ ΨLb{¦w!b/9Ω ƛǎ ƳƛǎƭŜŀŘƛƴƎ 

 



άtǊƻƳƻǘƛƴƎ ŀƴŘ ǇǊƻǘŜŎǘƛƴƎ ƘŜŀƭǘƘ ƛǎ ŜǎǎŜƴǘƛŀƭ ǘƻ ƘǳƳŀƴ ǿŜƭŦŀǊŜ ŀƴŘ 
ǎǳǎǘŀƛƴŜŘ ŜŎƻƴƻƳƛŎ ŀƴŘ ǎƻŎƛŀƭ ŘŜǾŜƭƻǇƳŜƴǘΦέ  

 
ά¢ƛƳŜƭȅ ŀŎŎŜǎǎ ǘƻ ƘŜŀƭǘƘ ǎŜǊǾƛŎŜǎ ƛǎ ŀ ƳƛȄ ƻŦ ǇǊƻƳƻǘƛƻƴΣ ǇǊŜǾŜƴǘƛƻƴΣ 
ǘǊŜŀǘƳŜƴǘ ŀƴŘ ǊŜƘŀōƛƭƛǘŀǘƛƻƴΧΦ ¢Ƙƛǎ Ŏŀƴƴƻǘ ōŜ ŀŎƘƛŜǾŜŘΣ ŜȄŎŜǇǘ ŦƻǊ 
a small minority of the population, without a well-functioning health 
ŦƛƴŀƴŎƛƴƎ ǎȅǎǘŜƳΦέ 

 
άLƴ ǎǘǊƛǾƛƴƎ ŦƻǊ ǘƘƛǎ ƎƻŀƭΣ ƎƻǾŜǊƴƳŜƴǘǎ ŦŀŎŜ ǘƘǊŜŜ ŦǳƴŘŀƳŜƴǘŀƭ ǉǳŜǎǘƛƻƴǎΥ 

1. How is such a health system to be financed? (how much is required?) 

2. How can they protect people from the financial consequences 
of ill health and paying for health services? 

3. Iƻǿ Ŏŀƴ ǘƘŜȅ ŜƴŎƻǳǊŀƎŜ ǘƘŜ ƻǇǘƛƳǳƳ ǳǎŜ ƻŦ ŀǾŀƛƭŀōƭŜ ǊŜǎƻǳǊŎŜǎΚέ 

The World Health Report 2010 
Health systems financing: the path to universal coverage 

 



Who should pay for health? 

But some people 
ŎŀƴΩǘ ŀŦŦƻǊŘ 

insurance and 
ŀǊŜƴΩǘ ŀōƭŜ ǘƻ 

choose anyway 

Paying for health is an 
individual responsibility. I 
ŘƻƴΩǘ ǿŀƴǘ ǘƻ Ǉŀȅ ŦƻǊ 
ǎƻƳŜƻƴŜ ŜƭǎŜΩǎ ƘŜŀƭǘƘΦ 
¢ƘŀǘΩǎ ǘƘŜƛǊ ǇǊƻōƭŜƳΦ 

People should be able 
to choose their own 

health insurance rather 
than have government 

choose it for them  

But we already pay for 
ŜǾŜǊȅƻƴŜΩǎ ƘŜŀƭǘƘ ōŜŎŀǳǎŜ 
unhealthy and sick people 

cost the entire nation 
more in every way 

If you smoke or drink or are 
obese you should pay more. 
 LǘΩǎ ƴƻǘ ŦŀƛǊ ǘƘŀǘ L ǘŀƪŜ ŎŀǊŜ 

of myself and have to pay for 
ǘƘƻǎŜ ǿƘƻ ŘƻƴΩǘ 

People who can 
pay should pay and 

the government 
should help the 

others 

The private 
ƘŜŀƭǘƘ ǎŜŎǘƻǊ ŎŀƴΩǘ 
control costs so the 
government has to 

step in and take 
over 

What are you talking about! 
¢ƘŜ ƎƻǾŜǊƴƳŜƴǘ ŎŀƴΩǘ ŎƻƴǘǊƻƭ 

health costs either. A big expensive 
bureaucracy is no answer. Let the 

market sort it out. 

Mandatory 
 insurance is a 

form of 
socialism! 

bƻ ƛǘΩǎ ƴƻǘΦ 
Everyone has to 

have car insurance 
and that does not 
make us socialists! 

Are you mad? 
The taxes 

required to fund 
that would send 

the country 
broke! 

The government 
should provide 
free health for 

everyone 
for everything 



  

 

Who does pay for health? 

ά¢ƘŜ truth is that, no matter what 
insurance schemes are designed by 
Congress, we cannot avoid sharing the 
costs and benefits of health care. If we 
deny someone care today, we will be 
paying that cost later, in the form of more 
expensive treatment or lost years of 
productive employmentΧIf we make health 
care less available, we will all live in a 
poorer nation. Certainly, plenty of health-
care dollars are wasted, and there are 
sensible changes to the system that would 
improve the cost-effectiveness of care. But, 
as a rule, abundant access to decent, 
essential health care is an investment with 
some of the greatest returns.έ 
 



Macro economic principles have limitations in 

ƘŜŀƭǘƘ ōŜŎŀǳǎŜ ǘƘŜ ƳŀǊƪŜǘ ŘƻŜǎƴΩǘ ōŜƘŀǾŜ ŀǎ ƛǘ ƛǎ 

meant to. The key reasons described throughout 

the literature are: 

 
üAsymmetric information 

 
üThe moral hazard 

 
üThe social determinants of health 
 

Why is the health market unique? 



 
1. Demand relates to outcome - we do not purchase the characteristics of the item we buy. 

Instead we purchase the promise of an outcome 
 

2. ²ƘŜƴ ǿŜ ōǳȅ ŀ ŎŀǊ ƛǘ ŘƻŜǎƴΩǘ ƳŀǘǘŜǊ ǘƘŀǘ ǿŜ ŘƻƴΩǘ ƘŀǾŜ ŀ ŘŜŜǇ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ƻŦ Ƙƻǿ ŀ ŎŀǊ 
works ς relationship between consumption and outcome does not arise 
 

3. Unpredictability - need for health can go from zero to 100%, in a moment, without warning 
or fault 
 

4. The actions of others can damage our health without our knowledge. 

 

Information asymmetry and the limitations of macro-economics 



άLƴǎǳǊŜǊǎ call the change in behaviour that occurs 
when a person becomes insured άƳƻǊŀƭ hazard.έ 
Moral hazard occurs, for example, when an insured 
person spends an extra day in the hospital or 
purchases some procedure that he or she would not 
otherwise have purchased. Insurers originally viewed 
moral hazard unfavourably because it often meant 
that they paid out more in benefits than expected 
when setting premiumsτhence the negative term.έ 
 
 
John A. Nyman http://content.healthaffairs.org/content/23/5/194.full.html   

 

The moral hazard 

http://content.healthaffairs.org/search?author1=John+A.+Nyman&sortspec=date&submit=Submit
http://content.healthaffairs.org/content/23/5/194.full.html


The patient moral hazard 



The patient moral hazard 


