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Abstract. The United States is one of the most developed countries in the world, but unlike most
other developed countries, it does not have a universal healthcare system that provides easy and
equal access for all people and communities regardless of ethnic and socioeconomic status. The
private healthcare system in the United States not only drives higher costs of illness but also
provides a lower quality of services than those of the universal healthcare systems. This paper
compares the private healthcare system in the United States to the universal healthcare system
from three perspectives: hospitalization, health insurance, and administration cost. And it finds
that since the healthcare industry has higher entry barriers than most other industries, industrial
monopolization appears as new businesses could not enter the industry easily, which leads to a
high cost of illness. Also, the quality of services in the private healthcare system may not be
guaranteed due to the lack of government direct control of fund distribution, service quality, and
horizontal integrations. Furthermore, the new healthcare technology may also benefit from the
universal healthcare system as a result of better resource allocation. This study indicates that the
universal healthcare system may benefit care access and population health.
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1. Introduction

The modern universal healthcare system, first developed in Germany, is primarily publicly funded,
which the funding is collected from social insurance payments, and covers the full continuum of
essential health services. It is observed that the universal healthcare system provides equitable and
comprehensive access to health services improving population health, but it requires well-developed
healthcare and economic system for the government. As population health has been brought to attention
in recent decades, most developed countries started their universal healthcare system between 1950 and
1980.

Unlike most developed countries in Europe, the United States has become the most super-powered
country in the world since WWII, but the government does not indicate to support the universal
healthcare system. There are three important reasons the United States does not have a universal
healthcare system: (1) Americans are more likely to be individualistic, believing healthcare for the sick
is an individual’s responsibility than the government’s [1]. (2) Private healthcare businesses are the
predominant sources in the United States, opposing universal healthcare to protect their profits and
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market share. (3) James Madison's Constitution was built on the idea that there shouldn't be a large
redistribution of wealth from the wealthiest to the poor and middle-class residents in the country [2].

This study investigates the advantages and disadvantages of both universal and private healthcare
systems, helping policymakers make decisions on health policy to improve the overall health of a
country.

2. Analysis of the healthcare industry in the US

2.1. Hospitalization

The United States has one of the highest costs of healthcare in the world, in which the cost of illness
could be twice as much as those of many other developed countries. However According to the
Healthcare System Performance Rankings report, healthcare performance factors including care access,
equity, outcome, and administrative efficiency in the United States were ranked last among the 11
countries [3], shown in Table 1. The low performance of these factors is primarily caused by the business
monopoly and complex structure in the private-predominated healthcare system.

Table 1. Healthcare system performance rankings [3].

AUS | CAN | FRA | GER | NETH | NZ | NOR | SWE | SWIZ | UK | US

Overall 3 10 8 5 2 6 1 7 9 4 11
Ranking
Access to Care 8 9 7 3 1 5 2 6 10 4 11
Care Process 6 4 10 9 3 1 11 7 5 2
Administrative 2 7 6 9 8 3 1 5 10 4 11
Efficiency
Equity 1 10 7 2 5 9 8 6 3 4 11
Health care 1 10 6 7 4 8 2 5 3 9 11
Outcomes

2.2. Monopoly in the healthcare system

In the United States, industry monopoly has become a major problem in the healthcare system, leading
to high costs and low quality of medical services. Approximately 80% of hospitals are controlled by
private nonprofit or for-profit organizations and most of those hospitals are owned by a few huge health
systems. Unlike most other industries, the healthcare industry has higher entry barriers for new
businesses. With fewer competitors in the market, those hospitals are usually operated by a few health
systems in a geographic area, therefore, business consolidation and collaboration would appear. As a
result, those health systems would be able to collaborate with each other and set their own price for the
treatment regardless of the service quality, and patients have to suffer those burdens as there are no other
options for them in the same geographic area.

A study analyzing the merger of two hospitals in Santa Cruz, California indicates that prices of the
entire healthcare service rose dramatically after the merger over time in the Santa Cruz area [4]. When
the market diverges from perfect competition due to the merger of existing companies, the new company
gains the power to increase the prices by reducing the quantity. As a result, the price of the merged
hospital in Santa Cruz rose about 23%. To react to the market equilibrium change, the competitor
hospital in Santa Cruz also rose their prices by about 17 percent [4]. Although the prices increase in the
market, the service quality does not necessarily need to be improved due to the supply shortage of
medical services, and sometimes the service quality may be even worse than that before the merger.
According to this study, it can be observed that monopoly in the United States healthcare industry has
become a major problem negatively affecting healthcare performance in access, equity, and outcome
driven by the high costs of illness and poor service quality.

In a universal health system, public care providers usually dominate the market, creating a healthier
market environment. As the primary goal of the government is to increase population health, public-
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operated care providers may provide better services at lower prices. A good example could be found in
the Chinese healthcare system. In China, the majority of hospitals are operated by the government which
provides very affordable prices with national health insurance coverage for general treatments. In
addition, the Chinese government allows the private sector to enter the healthcare field, but due to the
intense pricing competition, they must perform much better than the public sector to survive in the
industry.

2.3. Complex healthcare structure

The privately dominated healthcare industry in the United States also generates another obstruction of
care access, which is the complexity of the healthcare structure. The nonlinear interactions of its
components are essential to the success of this complex system, but self-organized parties in the
healthcare system pay relatively little attention to patient enrollment, transitions, and communication
channels [5]. The multiple systems and stakeholders are the major causes of the complexity of the
healthcare structure in the United States. There are separate rules, funding, and costs associated with the
different types of health insurance, such as employer-based, private insurance, or government-funded
plans. The variety of health plans not only drives up the administration costs but also creates integration
obstructions for patients to access care.

The insurance referral and approval processes are the major causes of making care access
complicated due to service availability and multi-sector integration. In most cases, patients need to either
request a referral or preauthorization from their primary doctors or get transferred to a third-party
insurance contractor before surgery or specialty services. For example, if a patient is looking for hearing
benefits through health insurance, he or she would need to reach out to the health plan or primary doctor
to get a referral. The patient is most likely to be transferred to a third-party hearing insurance vendor to
schedule a hearing test with the in-network audiologist or ENT. The entire process may take days to
weeks depending on the availability of the provider and processing speed of the insurance eligibility
files. On the one hand, most of those specialty services are handled by private providers, however, their
availabilities have become a major problem delaying the treatment. On the other hand, each insurance
company has its own portal to deliver the eligibility file, which usually requires additional time and steps
for insurance verification. Thus, the complex healthcare structure in the United States has become a
major problem for hospitalization, affecting care access and outcomes.

Nevertheless, in the universal health system, there are usually only one or a few insurance payers,
which makes the entire process easier. When we study the Chinese healthcare system, there is only one
health insurance payer, which is founded and operated by the government. All enrollees have a national
health insurance card, which can be used for preventative service, purchasing medications, and
hospitalization. Since the government manages the funds and integrations, all enrollees can easily access
all of their local hospitals or pharmacies without preauthorization or claim approval. This procedure not
only eliminates the unasserted waiting time but also reduces the administration cost significantly.

3. Analysis of the health insurance industry in the US

The complex health insurance system in the United States may cause delays affecting care access and
outcome in hospitalization, however, there are many other health insurance-related problems with the
private insurance system that impact people’s quality of life. The universal health coverage takes
advantage of a nationwide funds pool and efficient administration process providing a cost-effective
treatment method. However, the private insurance system does not only have a limited funds pool but
also requires more workforce to service the system, thus, the overall costs would be higher than those
of the universal health coverage system.

3.1. Funds pooling and coverage

There are approximately 1,000 insurance companies registered in the United States, in which their
enrollee ranges from several hundred to nearly 49.5 million. According to the statistics, about 60% of
the market shares are owned by the top 10 largest insurance companies (Figure 1). In this situation, the
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majority of those small insurance companies may not be able to provide comprehensive coverage to
their enrollees because of the available funds and negotiation power. With less market share, small plans
only have very limited funds collected from the insurance premium, thus, their coverage might be very
limited depending on the treatment costs. Also, they have less negotiation power on price with the
pharmaceutical companies and care providers as they have low demand for those treatment methods.

Market share of largest insurance

UnitedHealth Group

Anthem

Centene

CVS Health

Molina Healthcare

Cigna

Kaiser Permanente

Guidewell
Market share percentages were pulled using the S&F Capital Q market share tool.

valuePenguin 3 | fendRgtree

Figure 1. Market share of largest health insurance companies [6].

A good example can be found when comparing the orphan medicines coverage between the United
States and those countries with universal coverage in Europe (Table 2). Most countries with universal
health coverage in Europe usually have substantial reimbursement for orphan drugs and approve them
according to their cost-effectiveness by national health institutions to ensure the money is spent
efficiently. Germany, Italy, Sweden, and Norway have mostly full coverage, whereas Belgium, France,
and Switzerland offer at least partial reimbursement for those orphan medicines [7]. However, the
coverage decisions of orphan medicine in the United States are usually made by insurance companies
according to cost-effectiveness upon their profit. According to a study, orphan medication coverage
varies widely amongst plans. This finding has significant ramifications and indicates that a patient's
insurance provider may affect their ability to obtain orphan medications. Plans most frequently impose
patient subgroup limits in order to limit coverage of orphan medications. For instance, one plan limits
the availability of omalizumab for the treatment of chronic idiopathic urticaria by mandating that
patients have symptoms for at least 6 weeks prior to being approved for the medication. [8]. In addition,
the high out-of-pocket cost of those orphan medicines may apply. Those restrictions on orphan
medicines coverage in the United States could negatively impact care access and outcomes.

Table 2. Orphan medicines/rare diseases coverage and regulation by country [9].

National Plan for
Country Orphan Reimbursement Process and/or Coverage; HTA Ceriteria
Medicines
Therapeutic
Reimbursement decisions are made by the | advantage, Budget
Belgium Yes Ministry of Social Affairs and the Medical Impact, and
Advisory Council on orphan medicines importance in
clinical practice.
Public social health insurance usually Therapeutic
reimburses 60%-100%; Complementary advantage, unmet
France Yes . L .
health insurance often covers the remaining need, socio-
parts economic benefits
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Table 2. (continued).
If no therapeutic alternative is available,
public social health insurance automatically
reimburses orphan medicines based on a
Germany Yes cost-benefit analysis by IQWiG. Co- Cost-effectiveness
payment is limited to €10 per medicine and
an annual threshold of 2% of individual
yearly net income.
Public social health insurance reimburses | Cost-effectiveness,
Ttal Yes licensed orphan drugs through a standard budget impact,
Y pricing/reimbursement process (Law 658 need, existing
and 5% AIFA special fund). therapies
The public social health insurance system .
. : . Cost-effectiveness,
handles reimbursement. The patient will
Sweden Yes . L . Human value,
receive the medications free of charge if the Solidarit
overall cost is more than 4300 SEK. Y
Public social health insurance reimburses .
) Cost-effectiveness,
. after a deductible and 10% co-payment
Switzerland No Human value,
(annual co-payment threshold of $646 Solidarit
USD). Y
Cost-
o 0 effectiveness—No
The United Medlcarg approveq he.zalth plans co‘\‘/er 95% systematic HTA
States No after prior authorization and total “out of conducted by US
pocket” costs have exceeded $4350 USD. Y
payers for Orphan
Drugs

Furthermore, universal health coverage usually provides more comprehensive coverage to increase
population health than those of private insurance. Achieving high coverage may help people live longer,
be healthier, increase productivity, and experience fewer financial hardships connected to their health
[10]. According to WHO—World Bank Index, those essential comprehensive coverages of universal
health coverage have a significant impact on population health, especially for leading infectious causes

of death, such as tuberculosis (TB), HIV/AIDS, and malaria (Table 3).

Table 3. Influence of Essential Services and The Justification of Universal Health Care System on

Health [10].

Essential health service

Evidence of positive effects on health

Family planning and care delivery

Reduced infant and maternal mortality

Child immunization

Reduced mortality for children under 5 years old

Pneumonia care

Reduced pneumonia-related morbidity and
mortality

Tuberculosis treatment

Reduced the prevalence of tuberculosis

HIV antiretroviral therapy

Increased life expectancy, reduced HIV
transmission

Insecticide-treated bed nets for malaria
prevention

Reduced malaria episodes and child mortality

Access to basic sanitation

Reduced mortality and stunting of children under
5 years old

Prevention and treatment of elevated
blood pressure

Reduced all-cause mortality in individuals more
than 60 years old, especially cardiovascular
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Table 3. (continued).
Prevention and treatment of elevated | Reduced microvascular complications of diabetes,
blood sugar including kidney failure, loss of vision, and nerve
damage
Cervical cancer screening Reduced cervical cancer incidence and mortality
Basic hospital access Reduced mortality caused by life-threatening
emergencies
Healthcare worker density Improved overall health condition
Access to essential medicines Limiting the catastrophic healthcare costs

3.2. Administration cost

One of the disadvantages of the private insurance system is the administration costs, which significantly
increase the cost of healthcare. Similar to paying extra money when buying a house through a real estate
agent, the United States government has to pay extra money “hiring” those private insurance companies
providing service to their citizens. According to statistics, there are approximately 1,000 health and
medical insurance companies with 563,366 people employed in the United States as of 2023 [11]. Those
health insurance companies are more likely to be profit-driven businesses, gaining revenue from
premiums and government support to satisfy salary. When we look into the salaries of health insurance
CEOs in the United States, they range from $45,873 to $1,240,543, with a median salary of $224,106.
The middle 57% of Health Insurance CEOs make between $224,117 and $562,687, with the top 86%
making $1,240,543 [12]. A lot of health insurance funds are collected from enrollees and the government
is paid for the administration rather than treatment.

A country with universal health coverage is more likely to have lower administration costs of health
insurance than those in the United States because the government usually has direct control of the health
insurance industry, effectively managing and handling all the insurance processes. A study comparing
the administration cost of health insurance in the United States and Canada indicates that with a universal
health insurance system, Canada has significantly lower administration costs of $307 per capita
compared to $1,059 per capita in the United States in 1999 [13]. When examining the data analyzed in
a study, we can observe that the health administration costs of each process in the United States are
much higher than those in Canada (Figure 2). The high cost of health administration is a result of the
complicated healthcare structure and profit-driven business.
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Figure 2. Costs of Health Care Administration in the United States and Canada, 1999 [13].

4. Conclusion

This study indicates that the universal healthcare system performs better than the healthcare system in
the United States in both care delivery and coverage, as it provides easy access and comprehensive
coverage. However, the multiple private payers in the United Healthcare system create strong
competition that stimulates the growth of innovations. A new idea of the public innovation system comes
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up that might work well under the universal healthcare system. A publicly operated healthcare
innovations system has three major benefits: (1) reducing the price of innovations, as the government is
a non-profit driven organization; (2) returning the revenue to the government; (3) allocating resources
efficiently by utilizing national funds, public institutions, and hospitals. Although the universal health
system may week the incentive for innovation, there are many opportunities for it to enhance the ability
to provide better treatment methods. It is impossible to list all of the healthcare-related issues impacting
people's quality of life, but we examine the most important causes in this study.
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