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Executive Summary

“Review of the Expereiences of the United States of America in Health System Reform”

The United States of America (USA) is a country that has the highest level capitalist economy
development in the world. The use of free market mechanism in dealing with health system, combining
with knowledge, belief and cultural background of American people, results in the highest value of health
expenditure than any other country. The values of national health expenditure, health expenditure as the
percentages of Gross Domestic Product (GDP) and health expenditure per capita are the topmost figures
globally. According to the report of the US Census Bureau in 1999, the national health expenditure, the
health expenditure as percentages of GDP and the health expenditure per capita were at 1.09 X 10" USS,
13.5 and almost 4,000 USS$ respectively. The country health expenditure has increased higher than the
growth of GDP in the last few decades. Contrary to those figures, there has been about 10-15 percent of
America people without health insurance. The problems of rising of health care cost together with a lot of
uninsured people were the important forces behind the attempts to reform the US health care system at the
national level recently. The ripeness of the political and economic situation was the favorable condition
for the policy reform nationally that moved along with incremental changes in the subsystems due the
dynamics of market mechanism.

The US health system reform at the policy level was not successful when considering many
unsuccessful legislative attempts both at the federal and state levels. The drafted laws or regulations or
initiatives ranged from incremental changes, for example the proposals to try to increase efficiency and
expand the insurance coverage, to the radical changes, for instance the proposals to establish the national
health system or the single payer initiative, were all failed. The failure of policy changes was due to the
oppositions from many interest groups such as the American Medical Associations, the health insurance
firms and other parties involved who were afraid of losing their power because of the health system
reform. The fragmentation and lack of unity also resulted in dispersed political backups, thus caused the
failure of health policy reform. Many people believed that radical changes in health system might interfere
with American fundamental belief and value of freedom of choice, small government preference, citizen

privacy, and consequently rejected those many proposals.
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Even though the endeavor of health policy reform was not accomplished, its debates at the
national level brought about the overhaul of the health system. This is due to the fact that the US health
care system was very dynamic by virtue of the market mechanism, particularly the health insurance
system. Some important innovations in the US health carc system as the responses to the health policy
reform attempts are as follows:

1. The instituting of Managed Care and Managed Competition.

This is the effort to manage the new contractual relationship among health care providers, clients,
and health insurance companies. It results in the development of new kinds health care organizations, for
example Health Maintenance Organization (HMO). This new organization induces the network formation
of concerning parties, supports the family medical practice as a gatekeeper, and has incentive to provide
health promotion and disease prevention.

Managed care has 4 important principles as follows:

a) The selection of providers by considering both quality and economic justification.
b) The utilization management.

¢) The negotiation on the payment system to providers using the bargaining power.
d) The quality management,

Managed Competition applies the principles of market competition on top of the managed care
concepts. The major player in managed competition system is so-called “Sponsor”. The sponsor may be
the unification of large-scale health insurance purchasers such as large-scale employers, alliance of large-
scale employers, alliance of small- and medium-scale employers, as well as the governments as a purchaser
for elderly people in Medicare program and poor people in Medicaid program. The sponsor will establish
the competition that has the following characteristics:

1) The selection of providers through competitive bidding process.

2) The creation of price-elastic health insurance demand.

3) The financial risk management.

4) The quality management
2. The innovations in financial instruments to impel the efficiency and quality improvement.
The innovations are, for instance, the development of Diagnosis-related groups (DRGs),

Capitation system, different forms of cost sharing, cic.
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3. The rapid development of management information system in the health system.

The US health care reform under the market mechanism resulted in the higher level of efficiency
of resources used. The seemingly constant health insurance premium set by health care organizations
under the managed competition system was the evidence of increased efficiency. There has been no
detrimental health effects to enrollees in managed care health plans observed so far. People may voice
their dissatisfaction towards the limitation of choices from time to time.

The weakness of the US health system reform is that it still can not expansion the coverage of
health insurance to the needy people. This is because the nature of employer-based health insurance
system in the US that limits the health coverage expansion. The problem of numerous uninsured people,
thus inequity in access to health, will remain.

Some recent developments in market-based health care reform in the US are as follows:

- The encouragement of the private sector to help the public health in providing health
promotion and disease prevention activities.
- The passage of Patient’s Right Bill in October 1999.

- More developments of contractual relationship.

Lessons for Thailand

Thailand and USA have divergent economic, political, educational, cultural and health system
attributes. In Thailand the government plays major role in providing health care to people and mainly
shoulders the financial burden in the public sector through the government budgeting system. The private
sector in the USA is, on the opposite, thc major health care provider. The roles of federal and state
governments are limited to some specific programs, for example, Medicare and Medicaid. Both countries
share the same problem of the large number of population having no health coverage, though. Thailand
should not follow the market-based health care reform of the USA. The comprehensive plan for health
system reform must be implemented instead by using the instruments and mechanism proven effectively to
equipped in the reform attempts. The contractual arrangement and appropriate financial instruments
should be adapted to fit the Thai situation. The empowerment of people as the health care consumers

should be conducted. The equity principle which is the missing part of health system reform in the US
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should be emphasized in order to achieve the balance between the efficiency and cquity at the level of

optimal social welfare for Thai society.
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