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Abstract This chapter is a comparison between the German, Italian, and Ameri-
can Healthcare Systems. All three systems are designed to be redistributive and
help needy populations receive healthcare, but the American system is ineffective
because it does not cover vast portions of the population. In Italy, the policy prob-
lem lies in that the local governments have too much power over funding the sys-
tem, which creates a problem with lack of oversight and a problem with efficien-
cy. In Germany the healthcare system does provide universal healthcare, but this
universality may threaten the system’s future due to large demographic shifts. The
final section of the paper will look at healthcare policy from a global perspective
and future global policy recommendations.
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1. Literature Review

The purpose of this literature review is to establish the significance of previous au-
thors research on the topics of healthcare and healthcare reform. The majority of
this section will look at different researchers work on the German, U.S., and Ital-
ian healthcare systems, their methodologies and ways to approach solving
healthcare problems in each respective system.

The problems of the German health care system are serious. The authors Porter
and Guth (2012) point out that the main source for the problem of the system are
the rising costs of healthcare. The reason for that, are the ageing population and
the decreasing working class as well as the rising demand for high technological
medical treatment. They explain, that it is important to make the German
healthcare system value — based regarding the patient value. The professors Gref3
and Rothgang also see a problem in the financing of the German system as they
assume that the members of the statutory health system will not be able to pay for
it in the future. The solution in their opinion is a package of measures such as the
additional taxation of other incomes when charging premiums, the increase of lim-
it for assessment of contribution, the reinforcement of the competition between the
PHI and the SHI and the stronger tax financing of the system by the government.
Other authors, such as Clarke und Bidgood (2013) rather see Germany as a role
model for other countries like the UK. They point out the main characteristics of
the Germany healthcare system which is very useful for understanding why re-
forms that aim for more justice in the social distribution can be implemented in
Germany. Lauterbach (2004) wrote a paper about the so-called “Biirgerversicher-
ung” which might be a possible solution for the German healthcare system in the
future, as it suggests to integrate the private healthcare system into the statutory
healthcare system.

For the U.S. healthcare system a major critique that has been pointed out is the
fact that not everyone can receive or afford healthcare and it has created many
problems in the society. Diggs pointed out that there has been a longstanding
problem with groups or individuals to access healthcare in the United States and
one of the reasons why lies in discrimination amongst certain races/ethnicities,
orientation, class, or socio-economic statuses (Diggs 2012). Digg’s main argument
is that when talking about healthcare accessibility in the U.S. more needs to be fo-
cused on these types of discrimination. Diggs states that if these forms of discrim-
ination are not addressed by policy makers the U.S. healthcare system will contin-
ue to fail its citizens (Diggs 2012).

Iglehart’s research has a similar critique of the U.S. system and goes on to fur-
ther critique the U.S. healthcare system stating that while the U.S. pays the most
healthcare than any other country it still leaves a large number of the population
without healthcare access (Iglehart 1999). Iglehart states that the U.S. system is
still a work in progress and is in urgent need of reform especially in terms of
healthcare access. Iglehart’s main focus of his analysis on U.S. healthcare is
through finances and government expenditures. Iglehart makes a point that the
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U.S. government expenditure of healthcare in increasing and will eventually be-
come unsustainable. Iglehart goes on to state that despite the U.S.’s belief in free
markets and capitalism the government still needs to be heavily involved in
healthcare (Iglehart 1999).

Alesina et al’s research is comparison between the European and American
healthcare systems. The main focus of this paper is to do a cross-national perspec-
tive on why the U.S. system is different than the European approach (Alesina et al
2001). Their article mostly points to the racial heterogeneity in the U.S. amongst
its institutions for the main difference. The article points out that the problem with
the U.S. system might lie in racial animosity that affects redistribution of re-
sources amongst the poor at a major reason for a lack of universal healthcare.
Overall, Digg’s, Iglehart’s, Alesina’s research were important to this paper be-
cause it helped shaped the major issues that the American system was facing and
ways to look at solving the policy issue. They all mentioned that the U.S.
healthcare system is vastly unequal and that major issues may lie in discrimination
of certain minority populations in the U.S.

The Italian health care system is mainly structured on three-tiered levels divid-
ed between the central government, regions, and then finally local health authori-
ties as it is clearly stated by G. France and L. Frisina Doetter. Their works focus
also on the historical background and development of the Italian health care sys-
tem which have led to a situation of misspending and overspending as it clearly
stated by G. France. Other major issues of the system due to the current legislation
regard mainly the funds misusage as political tool as explained by the Joint report
on Health system elaborated by the European Commission; the increasing of the
costs and the budget overtaking as explained by David Marris; the few subsidiza-
tion provided by the government to the family who takes care of the elderly as de-
scribed in A. Rusconi’s paper; the great inequalities between the northern and
southern Italian regions as argued by G. France.

2. Introduction to the Policy and Value Comparison

When talking about comparing cross-national healthcare it is important to notice
that each nation bases its healthcare policies off of varying national priorities. The
U.S. for instance, places a value on low taxes, low government expenditure, and
marketization of most economic sectors. Germany and Italy, on the other hand,
place a stronger value on social welfare. Because of these priorities there is no
universal best system, each system depends on the unique characteristics of each
state. Every country needs to be analyzed separately before they can be compared
and unifying themes and overarching healthcare policies can be addressed. This
paper will first analyze each of the three countries, Germany, the U.S., and Italy’s
healthcare models, conclude with individual policy recommendations, and then
turn to healthcare policy in a global world.



3. The history of health care systems — four basic models

In order to understand different healthcare systems across the world it is important
to first understand the types of healthcare systems that already exist as most coun-
tries are influenced by these models. There are four basic models, the Bismarck
model, the Beveridge model, the National Health Insurance (single player system)
model, and the out-of-pocket model. The models will be explained more in depth
below.

3.1. The Bismarck Model

The Bismarck model or, the German model, is arguably the most important
healthcare model today. This is because Germany has the oldest universal health
care system of the world and therefore has been an example for many other coun-
tries such as France, Belgium, Switzerland, Netherlands, etc. when establishing
their own health care systems (Reid 2009). Before the development of the univer-
sal health care system, sickness funds existed in Germany which gave their mem-
bers the possibility to regularly pay a certain amount to them so they were helped
by the funds in times of illness (Radich 1995). After the unification of Germany in
the year 1871, the German health care system has been established by the German
Chancellor Otto von Bismarck within the Health Insurance Act in the year 1883
after he told Emperor Wilhelm I to recommend it in his Imperial Message in 1881
(“Kaiserliche Botschaft”). The message stated that the Reichstag should consider
development of welfare in order to decrease the social damage which was caused
by the industrialization (Obermann, Miiller, Schmidt, Glazinsiki 2013). Bismarck
was under great political pressure because he had to stop social riots in order to
maintain German economic growth and efficiency during this time (Social Securi-
ty Administration) . The laws introduced within the Health Insurance Act forced
all workers that did not earn more than 2000 RM (Reichsmark) to become a mem-
ber of the public health system. Bismarck decided to build up a wage-dependent
system where two-thirds of the contribution had to be paid by the workers them-
selves and one third was contributed by their employers. The coverage included a
maximum of 13 weeks of illness, providence of medicine within these weeks, free
choice of doctor and in case of inability to work they would receive 50 percent of
their original wage (Bundesministerium fiir Arbeit und Soziales, 2014).

On this basis the “Bismarck Model” became the first health care system that
was developed. As mentioned earlier other countries started to adopt the so-called
“Bismarck Model” and also established universal health care systems. The main
characteristics that these systems have in common are that hospitals as well as
doctors and insurance providers, called “sickness funds”, do not belong to the state
but are private entities. Although independent from the state, the system is strong-
ly influenced by the government as firstly the insurance companies are forced to
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accept every applicant and secondly everyone is forced to enter into an insurance
provider. The health care system is financed by the insured employees and their
employers and the insurance companies run on a non-profit basis (Reich 2009).

3.2. The Beveridge Model

The Beveridge Model of health care systems started to develop when Beveridge, a
British economist and social reformer, was asked for advice when it came to re-
building Great Britain after World War 2. In the famous “Beveridge Report” of
the year 1942 he introduced a model of a welfare state to the government which
then was implemented step by step under the prime minister Clement Attlee from
1945 on. In 1948 within the National Health Act, the first National Health Service
which provided free medical services for the whole population (BBC 2014). The
main characteristics for this model are that health insurance is financed by the
government through taxes so it has a great control over the system. Furthermore,
most hospitals are owned by the state and a lot of doctors are government employ-
ees — those who are not are at least paid trough taxes as well. The “Beveridge
Model” has also been an example for other countries like Cuba, New Zealand,
Spain, etc. (Reich 2009). As our later explanation of the Italian health care system
will show, it rather fits into the “Beveridge Model” so Italy can be seen as an ex-
ample for this model.

3.3. The National Health Insurance Model

Another health care system that must be mentioned in this context is the “National
Health Insurance Model” which combines the Bismarck and the Beveridge model.
Usually hospitals, doctors and insurance providers are private entities but they are
financed through governmental insurance programs in which citizens pay either
taxes or premiums. Derivatives of this model can be found in Canada, Taiwan and
South Korea (Wallace 2013).

3.4. The Out — Of — Pocket — Model

The out-of-pocket-model actually is the most widespread health care model of the
world as it basically exists in every country that is too poor or to unorganized to
provide a health care system, such as rural regions of Africa, India, China, etc. . In
case people need medical treatment and theoretically have access to it, they have
to cover their doctor bill by themselves if they are able to. If they are not, they will
not have the chance to receive medical service at all (Wallace 2013).
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4. The German, the American and the Italian Healthcare
Systems

4.1. The German Health Care System

After the introduction of Bismarck’s universal health care system, more and more
workers were required to enter into Germany’s health care system. Finally, in
2007 health care insurance became compulsory for every inhabitant of Germany
such that only 0.2% of the population are uninsured today (Statistisches Bun-
desamt Pressequelle 2013).

The German health care system consists of a statutory health insurance (SHI)
sector as well as of a private health insurance (PHI) sector. In 2011 86% of Ger-
mans were insured within the SHI system whereas the rest was privately insured
(Statistisches Bundesamt Pressequelle 2013). The SHI is characterized by the slid-
ing-scale principle which means, that every insured person has to pay a contribu-
tion depending on their wage and receives services depending on their needs of
medical care so that the health care system has redistributive properties. In other
words, the healthy ones pay for the sick and within that the wealthier ones help the
poor (Bundeszentrale fiir politische Bildung). The size of contribution rate is pres-
ently 15.5 % which is regulated by law (§ 241 SGB V) (Bundesministerium fiir
Gesundheit 2014) and it is split up between employee and employer. The employ-
ee’s dependents are co-insured with him. The contribution rate is paid to the “ill-
ness funds” (insurance providers) monthly. In 2010 there were 169 competing
public illness funds and the employee has the right to choose which one he wants
to be insured through (Porter, Guth 2012). Those who earn more than 4,462.50 eu-
ros per month (or 53,550.00 euros per year) have the possibility to switch from the
SHI into the PHI on a voluntary basis. Public officials and freelancers are usually
also privately insured.

There were 46 private insurance providers in Germany in 2010 that cover pre-
miums depending on the health risk of their members — those who are expected to
be in need of a high quantity of medical services have to pay high contribution
rates. As a consequence, the premiums that a member has to pay increase with
their age so that members have the option to build up age reserves (capital re-
serves) at the provider during their insurance time (Porter, Guth 2012).

4.1.1. Analysis of the German Healthcare System
The quality of the German health care system in an international comparison has

been decreasing over the last few years as tllle EHCI rankings of the years 2009
and 2012 show. In 2009, Germany ranked 6" out of 34 different European coun-
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tries whereas in 2012 it was only ranked in 14" place (Health Consumer Power-
house 2012). Although these rank changes are quite alarming there are other fac-
tors that need to be taken into consideration.

As explained earlier, the German health care system is largely being financed
by its labor force and their employers which is going to cause heavy financial
problems for the system in the future. One factor that has a strong influence on
this is that the population in Germany has been declining for years and still keeps
on declining so that the labor force decreases -and with it the premiums being paid
into the national health insurance (Porter, Guth 2012).
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Figure 1: Development of labour force in EU countries, change from 2010 to 2060 (Statistic
Netherlands 2012)

Nevertheless the health spending in Germany has been rising by an average of
2% over the years and exceeded the 300 billion mark for the first time in 2012
(Statistisches Bundesamt Pressequelle 2013). In total Germany has been spending
11.3% of its GDP on health insurance in 2011 which is less than the US spent but
still more than most OECD countries did (OECD 2013). The most important rea-
sons for the rising costs are the ageing population as well as the increasing de-
mand for high quality medical care in the population (Porter, Guth 2012). The
amount that the single worker will have to pay in the future might become prohibi-
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tive. We will explore various means by which the German system can improve its
sustainability, leaving open the question how the problem of the demographical
shift could be solved.

Before considering an idea of possible solutions, it is important to be aware of
an adverse selection problem facing the German healthcare system. A critical dif-
ference between the SHI and PHI that you have to pay a contribution/premium for
children and dependents in the PHI which is not the case in the SHI. On top, the
contribution in the PHI is based on the health risk of the members. As a result, the
members of the PHI are rather rich and healthy singles that do not incur a lot of
health-related costs the so called “good risks”, while the SHI has to deal with rela-
tively more “bad risks” which reinforces the financial difficulties of the system. It
is often seen as an injustice that the private insured do not participate in the social
redistribution that the health care system as part of the German social safety net-
work actually is aiming for. Additionally private insured people receive preferen-
tial treatment when they go to the doctor because the income that doctors are able
to earn by having them as their patient is higher. This fact can have negative im-
pacts on both of the different insurance groups — statutory insured might not re-
ceive enough treatment whereas private insured may receive too much of it (GreB,
Rothgang 2010; Gref3, Leiber, Manouguian 2009).

The government implemented a national health reform in the years 2007 and
2009 in order to prevent the SHI system from becoming unsustainable and in-
crease the competition between SHI and PHI (Porter, Guth 2012). As a result the
size of the contribution of the SHI is now determined by the government and no
longer by the different sickness funds themselves. As a result they cannot compete
with each other by setting low premiums or percentages of contribution anymore
(Green, Irvine, Clarke, Bidgood 2013). Furthermore the Central Health Fund was
established which collects all the premiums that the members of the different sick-
ness funds and their employers pay. They then are redistributed to the separate
funds based on different criteria like sex, age or morbidity rates of about 80 chron-
ic and/or serious illnesses. If the money that the funds get is not enough to cover
all the costs, their members to pay an additional contribution of any amount neces-
sary (Green, Irvine, Clarke, Bidgood 2013). Another change within that reform
was that now the suppliers of private health care have to accept all the applicants
who did not have an insurance before but must be privately insured (such as free-
lancers) on a so-called “basis charge”(Barmer GEK). Furthermore switching from
the SHI to the PHI is more difficult now then it was before the 2009 changes
(GreB, Leiber, Manouguian 2009). The reforms led to an increase of the financial
resources of the SHI sickness funds from 170 billion euros in 2009 to about 189
billion in 2012. Simultaneously the governments’ tax spending to the funds of
about 7 billion euros in 2009 doubled in the same period (“Gesetzliche Kranken-
versicherung — Kennzahlen und Faustformeln”. Bundesministerium fiir Gesund-
heit, 2014). Although the sum of money available is now higher than before, the
single worker and their employers are still carrying nearly the whole costs so that
it is unlikely that the reforms lead to an improvement of their situation.



4.1.2. Policy Suggestions for the German Healthcare System

A base for a solution which may relieve the single worker might be to start
abolishing the private health insurance system (PHI) as it is facing serious finan-
cial problems, too, and integrate it into the system of statutory health insurance
(SHI). Several ideas about this integration do already exist and one that is espe-
cially interesting is the so-called “Biirgerversicherung” which has been politically
discussed for many years. The implementation of this system might take a long
time but it aims for more social justice as it would no longer allow rich “good
risk” people to insure themselves separately from the rest of the population. The
problem of the adverse selection could be solved that way. The first step to re-
structure the system would be to no longer allow freelancers, public officials or
people who exceed the necessary income limit for PHI to enter into it but to force
them to enter into the SHI. As the abolishment of the PHI would make a lot of
people lose their jobs it would be unavoidable to integrate the private sickness
funds into the statutory system. The most significant change would be that the
government would no longer allow them to set their contribution rates by measur-
ing the risks of the new members so that all the premiums all over the county
would be charged in the same way after some years: by looking at peoples’ in-
comes and covering a certain percentage of it. Additionally it would be fair to also
include other property such as rental, interest and investment income when setting
premiums. This could be done by letting the Internal Revenue Service directly
cover a certain percentage of the incomes and giving the money to the “Gesund-
heitsfond” where it then can be redistributed. Another aspect that the “Biigerversi-
cherung” would change is that the income threshold would be set higher than its
current income level such that prosperous people would be more burdened in or-
der to increase the level of social justice within the health care system (Lauterbach
2004). There is also one thing that should be imported out of the PHI and integrat-
ed in the SHI system: everyone should be forced to build up reserves according to
their possibilities that can be used for medical care in the old age. This could be
organized by using one part of the percentages covered from employees to put it
into huge bonds where the money could be collected. The ones who want to save
more than the compulsory contribution would of course have the option to do that
within the system. Another aspect that should be added to this idea is that people
without children should have to build up higher reserves than people who do have
children because the sustainability of the health care system depends on the exist-
ence of children in Germany who will be the future payers of the social safety
network. It seems that it is not enough that families do not have to pay extra pre-
miums for their dependents and children. The ones who do not have children
threaten the existence of the whole health care system (and safety network) and
therefore should be forced to carry more financial responsibility.

Based on a calculation of the year 2001, the contribution to the health care sys-
tem in the “Biirgerversicherung” would only be at about 15% of the insured peo-
ples’ incomes in the year 2030. This would even be a lower contribution than it is
now. The likely increasing prices based on technical progress as well as inflation
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and discounting have not been included in the calculation so that the percentage
might be estimated a little higher based on todays’ data (Lauterbach 2004). Still
the number does show clearly that the “Biirgerversicherung” can be a future model
for the health care system of the German society.

4.2. The U.S. Healthcare System

4.2.1. Analysis of the U.S. Healthcare Sytem

The U.S. Healthcare system is dominated primarily by the private sector. The
U.S. does not provide universal healthcare service to the majority of its citizens.
Instead, it is expected that employers sponsor healthcare for their employees. Ac-
cording to a 2003 statistic approximately 62% of non-elderly Americans have pri-
vate insurance (Chua 2006). Despite this, the U.S. does have two government
sponsored healthcare programs, Medicare and Medicaid, which are both part of
the U.S. Department of Health and Human Services. Medicare is for senior citi-
zens who are over the age of 65. Americans over the age of 65 are virtually all in-
sured by Medicare’s federal government operated single payer system (Chua
2006). The other government program is Medicaid, which is designed to help im-
poverished or disabled Amercans. Unlike Medicare, Medicaid is operated by each
state independently, but is partially financed by the federal government. The Unit-
ed States effectively has a mix of four different health-insurance programs, the
single payer system (Medicare, where all payments go through the government
and paid for with payroll taxes), the privatized version of the Bismarck model
(where employees pay into an insurance plan with their companies), the Beveridge
system (Medicaid, where government’s collect taxes and redistributes a percent-
age to health insurance) and the out of pocket system (where citizens with no in-
surance pay cash for service). Having a mix of four different systems makes the
American system more unique compared to most other countries and creates dif-
ferent sets of issues than EU nations would face.

While the U.S. has shown an overall average increase in life expectancy over
the last decade, it still lags significantly behind most other developed nations in
life expectancy and health related issues. Most OECD countries’ life expectancies
have also been improving at a faster rate than the U.S. (JAMA 2013). The OECD
average life expectancy is 80 years while in America it is 78 years (OECD 2014).
Despite average U.S. life expectancy increasing, there has been a decrease in life
expectancy in many communities and population groups across the U.S. These de-
creases have been attributed to problems relating to inadequate access to health
care. One reason for lack of access to health care is due to affordability. Millions
of Americans are denied healthcare solely because they cannot afford it (out-of-
pocket model) and as of 2012 over 16% of Americans were left uninsured (CDC
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2, 2014). If underinsured Americans are included the number rises even further to
34% (Nunley 2014). These citizens cannot afford health services despite the fact
that the U.S. spends about 17% of its GDP on healthcare (OECD average is 9.3%),
but the U.S. healthcare system only helps a small percentage of the population
with almost double the expenditure (OECD 2014). Also, the U.S. spends the most
per-capita on healthcare in the world, but still the population’s health is equal or
lesser—than other OECD countries who spend substantially less on healthcare
(Diggs 2012).

Part of the reason for low healthcare outcomes in the U.S. is that there is insti-
tutional discrimination that is tolerated within the American healthcare system
(Diggs 2012). Some examples of this institutional discrimination may involve race
or certain socio-economic classes (or a combination of both). For instance, Afri-
can-Americans and Hispanic populations compared to white populations statisti-
cally have the lowest access to healthcare and therefore the lowest health out-
comes as compared to white populations (Diggs 2012). Socio-economic factors
are also another major contributor to discrimination seen in the healthcare system.
This is because if a person is poor they may not have access to insurance nor the
means to pay for health care. Also, people living in certain impoverished regions
may also have access problems to adequate healthcare, in that they may have dif-
ficulty finding adequate healthcare facilities in their area, especially in inter-city or
rural areas (Diggs 2012).

4.2.2. Policy Suggestions for the U.S. Healthcare System

If the U.S. expects to increase life-expectancy and overall health and wellness for
all sectors of the population, it needs to change its policies and laws to reflect that
healthcare is a right, not a privilege. This is because healthcare is something that
all humans require. If the U.S. does change to this policy (or have a culture shift in
this direction) it will enable all Americans access to healthcare and thus reduce
healthcare disparity. Furthermore, the U.S. needs to work to reduce health care
costs for all Americans and increase healthcare coverage. The U.S. has attempted
to solve policy issues related to efficiency, adequate care and healthcare accessi-
bility recently with the Patient Protection and Affordable Care Act. Despite these
new policies, the government still has not gone far enough to address the needs of
society and still not everyone will receive coverage (JAMA 2013).

The Patient Protection and Affordable Care Act was designed to expand medi-
cal coverage to cover the majority of Americans. The Affordable Care Act also
made it legal to penalize citizens who have not signed up for health insurance ef-
fectively making health insurance mandatory. One of the ways it was to achieve
this goal was the expansion of Medicaid (KY Cabinet 2014). Under the Afforda-
ble Care Act, Medicaid expansion was expanded to cover up to 138% of the fed-
eral poverty level. Despite this expansion, not all states are required to expand
Medicaid due to a Supreme Court Ruling eliminating the possibility of penalizing
states for not expanding coverage. After the March 2014 deadline for signing up
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for insurance under the Affordable Care Act (to avoid penalization), a McKinsey
study noted that over 74% of the sign-ups were from people who had pre-existing
insurance (Forbes 2014). A Gallup survey also stated that after the 2014 sign-up
ended, the uninsured rates in the U.S. dropped to 13.4% and that many of the new-
ly insured citizens were from minority populations such as Hispanic or Black.
Gallup also found that the highest rates of newly insured citizens occurred in
states that expanded Medicaid (Gallup 2014). However, not enough data has been
collected to take into account the number of underinsured citizens, as many of the
new insurance sign-ups may only include life-threatening coverage. Another issue
with the Affordable Care Act is that the expanded service mostly helps lower-
income citizens due to only a partial expansion of Medicaid, but does not do much
to provide full health insurance coverage to middle class Americans, as their only
option is private insurance usually from their place of work.

As the Gallup data above shows, the states that had the highest increase of new-
ly insured citizens were in states that increased Medicaid. This data shows that the
best way to improve the Affordable Health Care Act would be to expand Medicaid
(or add another public option) for everyone. This would decrease the uninsured
and underinsured rates.

4.3. The Italian Healthcare System

The following paragraph will give an overview of the history of the Italian Health
System and development nowadays to analyze its strengths and weaknesses. Poli-
cy recommendations will be given under the consideration of national entities. All
policy recommendations below aim into the direction of supporting a greater
equality in Italy in accordance with European Union values and strategies.

4.3.1. Analysis of the Italian Healthcare System

The Italian National Health System was established as recently as 1978. The
system was originally set up as a three-tiered system divided between the central
government, regions, and then finally local health authorities (Aziende Sanitarie
Locali). The central government was in charge of setting price ceilings and redis-
tributing national health care funds to regions based on need and poverty levels
(G. Francea, et al, 2005). In reality, however, these funds were distributed dispro-
portionately and based on political preferences at the local level. This control on
the local level caused problems because national funding ceilings were regularly
exceeded by the local authorities budget problems (G. Francea et al., 2005).
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In 1992, the central government decentralized healthcare financing and gave
away more authority of the health system to the regional governments. The moti-
vation behind this measure was that shifting responsibility to the local level would
create more efficiency in the system, as the regions could better accommodate
their own healthcare priorities, as compared to the central government. Further-
more, the policy makers hoped local financing would help fix issues of misspend-
ing or overspending of national health funds. The development was a central gov-
ernment that sill plays a roll but only as a provider of general guidelines.

Currently, the 20 regions in Italy are able to decide how much they want to
spend on health care, resulting in a wide variation of healthcare models. Some re-
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gions of Italy, such as Lombardy have embraced a privatization or “marketization”
of the healthcare system, while others have embraced a cooperative approach (L.
Frisina Doetter, et al, 2011). This second approach involves private and public
healthcare working together or complimenting each other rather than direct com-
petition.

4.3.2. Policy Recommendations for the Italian Healthcare System

An unintended consequence of the regionalization of the healthcare system was
that the abuse of power by politicians started becoming more prevalent. Some re-
gions spend up to 70% of their budget on health care so such that healthcare has
become a political tool (European Commission and the Economic Policy Commit-
tee (AWG), 2010). The biggest issue since the inception of the healthcare system
until now has been curbing healthcare spending. Because healthcare costs are so
high in many areas, taxes have also gone up. This has created economic distortion
in the system, as black markets and bartering have become a way to avoid high
taxes (David Maris, 2012). Italy’s biggest healthcare issue has been to curb this
spending, especially in regards to the terms of the EU’s Maastricht criteria. Those
are the criteria, which EU member states have to fulfill to enter the third stage of
the Economic and Monetary Union (EMU) in order to adopt the Euro as their cur-
rency. (Economic and Financial Affairs, 2014)

The caretaking of the elderly by the families is one of the role model aspects in
the Italian health care system. The responsibility for taking care of the elderly lies
solely with their families, as little is provided by the government in terms of elder-
ly care. When elderly family members are sick in southern countries like Italy
most of the time the family takes care of them at home instead of in retirement
homes or hospitals. This works well for Italy but it couldn’t be easily transferred
to every country because of different familial structures. In northern countries it is
not as common as in Italy that three generations live in one house or close to each
other anymore. Young people often move out in order to study or to work (Ales-
sandra Rusconi, 2006). A possibility to mirror this on other countries would be
through a national substitution policy in monetary form. Families of the northern
countries would receive money from a newly installed national fund in case they
take care of the elderly people. The southern European countries could use similar
measures to increase the level of family responsibilities.

Another major issue with the system is the great economic inequality between
the south and the north (Table 1) which led to large migrations of people (in 2001
it was 860.000 which is an increase of 7.5% from 1997) moving from regions like
Sicily and the region of Campania to northern regions’ of Emilia-Romagna and
the region of Lombardy (Alessandra Rusconi, 2006). This has put more stress on
northern regions healthcare systems.
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A midterm solution could be transferring healthcare administration to national
control again to prevent the great inequalities. The European Union member states
policies are moving into the direction of national controlled policies. Many na-
tionalistic movements were founded in the last years, which want to diminish the
influence of the European Union on national policymatters (Andrew Rettman,
2014). Through health care insurance bills the Italian government could establish a
superregional healthcare system again with a consistent health care level that is
equal for all 20 regions in Italy. Furthermore this could diminish another problem
that comes with the regional division of the health care system, the influence of
local politicians and the abuse of regional funds. National funds would be an op-
timal solution in order to establish a greater balance between North Italy and
South Italy. In the long-term a coherent EU health care policy, which will be dis-
cussed below, would be a solution of interest but this solution would be hard to
apply given the current political climate.

Table 1. Selected indicators of interregional variation — 2002 (or nearest year)

Northern Central Southern
Italy Max Min Max Min Max Min

Population ( x 1000) 57321 9109 121 5146 834 5725 321
% elderly population (> 65 years) 18.6 254 158 226 177 214 142
GDP (€000) per capita® 20.1 26.8 217 223 195 171 124

Life expectancy at birth

Male 76.8 77.2 76.5 78.1 76.6 778 754
Female 82.9 836 82.7 840 824 839 8l.2
Infant mortality (%)" 4.5 4.6 24 4.7 3.1 6.2 4.0
Perinatal mortality (%o)" 57 6.4 35 5.9 4.1 7.4 32
Hospital beds (%o inhabitants)® 5.0 6.0 43 59 44 5.0 3.8
Private hospital beds (%)° 13.8 217 00 308 7.0 342 2.3
Private hospital admissions (%) 13.7 19.3 0.0 159 55 247 1.9
Public health-care expenditure per capita (€000)° 1.4 1.9 1.4 .5 1.4 1.4 12
Prevention (%) 43 6.0 2.8 51 3.0 65 3.3

Hospital (%)
Drugs (%)°

151 173 100 172 148 191 155

Community services (%) 32.5 38.0 29.1  36.1 29:'}' 326 279

CV (%)

31.2
14.8
25.2

0.8
1.0
27.3
24.1
11.5
70.5
61.1
11.1
25.5
5.6
14.9
6.7

Sources: [4,7-9]. Northern regions: Val d’Aosta, Piemonte, Lombardia, Veneto, Friuli-Venezia-Giulia, Trentino Alto-Adige,
Liguria, Emilia-Romagna, Central regions: Toscana, Lazio, Umbria, Marche, Southern regions: Campania, Molise, Abruzzo,
Puglia, Basilicata, Calabria, Sicilia, Sardegna. CV: Coefficient of variation.

*2000.
b2001.

“Distributed via retail pharmacies only.

The current focus for EU action in health policy is defined in Article 168 of the
Treaty on the Functioning of the European Union. The concept is that human
health is valuable and accounted for in the development of all EU policies and ac-
tivities. “EU action to encourage cooperation between Member States shall in par-
ticular concern the improvement of their health services in cross-border areas™
(Article 168 of the Treaty on the Functioning of the European Union). Article 168
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also states that the European Union should acknowledge the freedom of individual
member states to define their own health policies and organize and deliver their
health services and medical care, including any resources assigned to them.

The European Union’s task is to complement the policies of the EU members
on issues where coordination, cooperation and exchange of information are need-
ed. It also uses legislative powers to control certain areas.

In 2007 the European Union created policy to standardize health standards,
which is based on four key points. First, shared health values must be defined
across all nations, secondly health must be seen as the most important right, third-
ly considerations about health must be included in all policies and lastly EU
healthcare policies supersede national policies on all issues affecting global health.

Thus three key objectives were identified; provide good health in an aging Eu-
rope, health threat protection like in the case of an epidemic and the support of in-
novative health systems and technologies. These three principles can be trans-
ferred to the Italian system.

These objectives complete the aims of the Europe 2020 strategy, which can be
a valuable orientation for the Italian government for smart and sustainable growth.
Focused investments in healthcare, productivity and innovation, building new
abilities, are measures to help to reduce inequalities and create more sustainable
health systems. In February 2013, the European Commission passed a bill called
‘Social investments for growth and cohesion’. One aspect of this package focuses
on investments in health. The conclusion is that health is a value in itself, and also
a key to economic prosperity. Sustainable health systems are a key focus, invest-
ing in people’s health as human capital, and investing in reducing inequalities in
health can contribute to economic growth. The European Union will support re-
forms through its funding instruments, i.e. ‘Structural Funds and health program’.

These funding instruments can be used to assist the Italian structural changes
back into a governmental controlled healthcare system. Furthermore the aimed
health care reforms will be nationally supported to strengthen the positive aspects
like the caretaking of the elderly in Italy.

4.4. Comparison of the German, U.S. and Italian Healthcare
Systems

The three health care systems are based upon different models of health care sys-
tems. Italy is using a form of the Beveridge Model as their health care is funded
through taxes and the regional governments decide how the money will be used.
As explained earlier the main problem of the Italian system results exactly from
the power that politicians have concerning the financing of health care and there-
fore tend to spend too much money on it. For that reason, it might be necessary to
implement some aspects of the Bismarck Model in the Italian health care system
as it does not give all the power to the government but just is controlled by it.
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Therefore Italy can use the German statutory system as a role model. The reason
for that is, that the Bismarck Model works very well in Germany concerning the
distribution of health care and the universality of the system as the providers of in-
surance are private and the government is only regulating them. The redistribution
from rich to poor and from healthy to sick might also be a way to improve the dif-
ferences between the Italian regions and their financial resources which might
make the system more just. Germany can also be a role model for the US in some
points as their health care system is strongly influenced by politicians as well be-
cause they are trying to implement reforms to improve health care in the US. For
that reason the American health care system consist of four different health care
models and still does not provide universal health care for everyone. It might have
to choose one model and then start to establish it for every part of the society.
Therefore the US could also use the German system as a role model for their sys-
tem and adopt some of the aspects to make their system more homogeneous. The
Bismarck model might work better than the Beveridge Model because most of the
insurance providers and hospitals in the US are already private and it would be too
much of a financial effort for the state to nationalize them.

5. Effects of Globalization on Health

The health sector with a spending of 3.2 trillion dollars in the year 2003, which
was about 10 per cent of the global GDP, is one of the worlds’ hugest industrial
sectors (Lister 2008). Globalization had an important influence on the develop-
ment of the worlds’ health sector and also on reforms that have been implemented
in different countries concerning their health systems. Most of the reforms, which
were mainly implemented in middle or low income countries, aim for supporting
the extension of the private health sector and its importance and influence on the
provision of health care because they are strongly influenced by global organiza-
tions such as the IMF or the World Bank (Lister 2008). All in all, globalization
brings along a number of advantages but also supports the expansion of disad-
vantages as will be explained in this text.

On the one hand the great importance of the health sector makes it nearly im-
possible for politicians to ignore the topic or to reduce financial resources in this
sector as the political debate is also driven forward by NGOs, health workers trade
unions and other organizations that deal with the health topic. This can be an ad-
vantage because most of these organizations promote health care as a public ser-
vice and want it to improve (Lister 2008). Another advantage of globalization
might be that trough the rising spending on health the medical knowledge in the
world is also rising. As a result, the ability to heal more illnesses and the aware-
ness of the development of new drugs and treatments is recognized all over the
wqorld. This awareness leads to an increase of the pressure to offer this methods
(Lister 2008).
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On the other hand it is also this huge influence of the health sector that brings
along a number of disadvantages. Some of the reforms (that these low and middle
income) governments made led to the image of health care as an “economic trans-
action” rather than a “public good” which made the increasing privatization of the
health care sector even easier. Most of those private providers do preferentially
treat the wealthier part of the population which on top has a lower health risk. The
public providers of health care suffer from that, as they as a result need to deal
with all the poorer and sicker individuals. The reforms obviously are not driven by
the necessity or demand for private services but by political pressure that comes
from influential global institutions (Lister 2008).

Another aspect of globalization is a great external and internal movement of
health workers “brain drain”. The external movement is an emigration of health
workers from poor (usually southern) countries, for example India, South Africa
or the Philippines, to rich (mainly northern) countries like the US, the Middle
East, the UK or Australia. These movements have disastrous consequences for the
poor countries where these qualified workers would be needed very urgently to
provide medical services for the population. The internal brain drain is the move-
ment of health workers from the public into the private health sector - and with it
the movement from rural regions into cities where the private services are mostly
provided. This effect even enlarges the problems for the poor population to get ac-
cess to medical care as they on the one hand cannot afford it and on the other often
do live in these rural areas. The motive for the health workers to either emigrate or
work in the public sector is clearly the higher wages they get from it and it is their
strategy to survive (Medico International 2004).

Another factor that increases the lack of health workers who provide health
care for the poor is the medical tourism which became very famous in some coun-
tries like Thailand or Bangladesh. This medical tourism is often offered by huge
hospitals in cooperation with Joint Ventures and of course they are private provid-
ers who offer a lot of employment with higher wages than public hospitals could.
For rich countries where the tourists usually come from this development is posi-
tive because even complicated treatments are far cheaper than in thehome coun-
tries (Medico International 2004).

All in all it is clear, that poor countries are rather the losers of the globalization
of health care whereas especially the private health providers of the western health
industry profit from the exchange of medical services.

6. European Union Health Care plans and future policies

This section gives an overview over the historical and current policies implement-
ed by the European Union member states. These policies are used as a foundation
for future policy recommendations. Thus the European Union is already moving
towards a united policy concerning health cards that work in all of the EU, this can
be seen as a first step forwards to coherent EU health care policies. All the policies
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mentioned in the sections below move into the direction of an international
healthcare system, from which all the European Union citizens would benefit.
Overview of EU Healthcare Policies

6.1. Historical and current overview of EU healthcare policies

This paragraph, which is the rational for our policy recommendation, explains that
the EU is slowly moving towards a continental social system and healthcare has
been part of this change. Below are all the steps from 2003 that the EU has been
taking towards a single social healthcare network.

On 13 December 2007 the heads of state and government of the 27 EU Mem-
ber States signed the Lisbon Treaty called, Treaty on the Functioning of the Euro-
pean Union (TFEU). It is intended to reform the functioning of the European Un-
ion following the two waves of enlargement, which have taken place since 2004
and which have increased the number of EU Member States from 15 to 27. The ar-
ticle 168 belongs to Title XIV Public Health and states:

"A high level of human health protection shall be insured in the definition and
implementation of all Union policies and activities. Union action, which shall
complement national policies, shall be directed towards improving public health
(...), A high level of human health protection shall be ensured in the definition and
implementation of all Union policies and activities. Union action, which shall
complement national policies, shall be directed towards improving public health"
(European Union, 2003 -2014)

The European health policies went through three steps in their development:
Public Health Programme (PHP), Second Programme of Community Action in the
Field of Health, Third Health Programme. The Public Health Programme 2003-
2008 ran from 1 January 2003 to 31 December 2007. The program aimed to pro-
tect and improve EU members' health care systems. It promoted work in the fol-
lowing three main areas: health information, rapid reaction to health threats and
health promotion through addressing health determinants (European Union, 2003 -
2014). The Second Programme of Community Action in the Field of Health 2008-
2013 came into force on 1 January 2008. It is intended to complement, support
and add value to the policies of the Member States and to contribute to increased
solidarity and prosperity in the European Union by protecting and promoting hu-
man health and safety and by improving public health (European Union, 2003 -
2014). The Third Health Programme is the main instrument the European Com-
mission uses to implement the EU Health Strategy stated in article 168 of TFEU.
It runs from 2014 until 2020 and the main scopes are to promote health, protect
Union citizens from serious cross-border health threats, encourage innovation, ef-
ficiency and sustainability in health systems and facilitate access to better and saf-
er healthcare for Union citizens. This programme emphasizes the Europe 2020
strategy for intelligent, sustainable and inclusive growth stated in the European
Health Strategy 'Together for Health'. One of the main concerns is the protection
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of citizens from serious cross-border health threats in order to improve the cooper-
ation with neighboring countries. The program is open to the participation of po-
tential candidates benefiting from a pre-accession strategy, in accordance with the
general principles and general terms and conditions for their participation in Un-
ion programs established in the respective Framework Agreements, Association
Council Decisions or similar Agreements; EFTA/EEA countries in accordance
with the conditions established in the EEA Agreement; neighboring countries and
the countries to which the European Neighborhood Policy (ENP) applies in ac-
cordance with the conditions laid down by a relevant bilateral or multilateral
agreement; other countries in accordance with the conditions laid down by a rele-
vant bilateral or multilateral agreement (European Union, 2003 -2014). The im-
plementation is based on annual work plans, which set out priority areas and the
criteria for funding actions under the Programme (European Union, 2003 — 2014).
Moreover, it considers the following steps: monitoring the implementation of the
actions, reporting to the Programme committee, evaluating the impacts at mid
term by the end of June 2017 and ex-post long term impact, making the results
publicly available and widely disseminated (European Union, 2003 —2014)

The aims of the European Union emphasize the role of a highly developed
health system in promoting productivity at work, economic competitiveness and
higher living quality.

The fields of interest are investing in sustainable health systems, in people’s
health as human capital, in reducing health inequalities. Increasing the financial
effectiveness through reforms and investments is crucial. Investing in health care
specifically in precaution medicine can lead to a more effective spending without
increasing the input financing. Thus generally the effects on health care can be ex-
pected to be of greater influence. It may take different approaches, such as change
in the structure of health care departments to improve efficiency while improving
the benefits for the society, investment in healthcare staff, training or equipment
and initiatives to promote good health and prevent diseases.

The avoidable morbidity and mortality resulting of health inequalities represent
a loss of human capital that must be diminished. General availability of healthcare
services, increased cooperation between social and healthcare services and new
health policies in order to prevent avoidable diseases can result in an important
contribution to economic productivity and social comprehension.

Policies could foster cost-effective innovation to generate increased health out-
comes. In the long-term view these measures should avoid increasing disease and
financial burdens. Financially reasonable systems and structural changes of health
systems need to support public policy aims guaranteeing an overall improvement
of the healthcare system. As a part of the reforms within the context of Europe
2020 this should be accomplished. As you can see, European Union is continuous-
ly trying to improve the cohesion of the international healthcare system.
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6.2. Policy suggestions for future EU Healthcare Policies

Due to the EUs policy towards a more coherent and unified
healthcare system it is important for policy makers to start looking at
long-term EU policy goals in regarding healthcare. This is because the
advantages of more coherent European policies can already be seen
resulting in benefits for the citizens. Policy recommendations go into
the direction of extending these efforts.

The European Union could establish a minimum health care
system in their member states. Through a stakeholder analyses the Eu-
ropean Union could acknowledge winners and losers. Winners would
be regions with a lower developed health care system, which would
profit in terms of structural changes. Looser might be regions that al-
ready have a highly developed health care system and profit from
health care tourism. In an optimal case there would be no losers. Min-
imum requirements for health care would not threaten regions with a
better developed health care system. Those regions still keep their ad-
vantage of a good health system thus they generate health care tour-
ism. Another policy recommendation would be a “Luxury tax” on addi-
tional health insurance; if citizens want to have insurance above the
basic level they are usually wealthier. Thus an additional 10% tax could
be established on this insurance to help financing the people that are
not able to pay their insurance by themselves. “Since 1998, member
states have no longer been permitted to discriminate against citizens

of other member states when disbursing social benefits,” says
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Kingreen (Spiegel, 2014). This law can be used as a legal foundation for
supranational European Union policies in the field of health care.

Furthermore integration efforts need to consider health care
as well to insure equal treatment for all the citizens.

First steps into the direction are already made through health
care cards of the European Union, which already include the Europe-
an symbols on it and work in all of Europe. There is no the need for
additional travelling insurance in the boundaries of the EU; though
the services provided by the Insurance programs are still varying sig-
nificantly in each country or region.

Another policy could be the establishment of a EU subsidy
fund for the caretaking of the elderly at their families” homes instead
inside of retirement homes or hospitals. The Italian system could be
seen as a role model in this field. Family boundaries are stronger, so
for most of the people in Italy it is self-evident. Implementation in
the Northern EU countries through subsidy would be an admirable
goal (Nesti, G, et al, 2003).

In the long-term the USA-EU trading Zone could be extended
in to other policy fields, such as health insurance. The usage of the
best practice method would be an optimal solution in order to find

out about the advantages and disadvantages of each system.
7. U.S. and European Global Healthcare Policy
Suggestions

As the above section mentions, the EU is already moving to-

wards an “international healthcare zone”, where EU citizens can ac-
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quire access to healthcare in other EU states if they have an EU health
insurance card (EU 2014). The benefits of the EU health insurance card
is that if people from one EU state visit another and need sudden med-
ical care, they will be able to receive it at reduced or minimum cost
(similar to the cost of a citizen of the host country). Other benefits are
that it helps reduce barriers between countries, and creates more effi-
ciency in the healthcare system if multiple countries healthcare sys-
tems cooperate and coordinate with each other especially in a time of
increased globalization and increased necessity for traveling. A policy
recommendation would be to expand the EU Health Insurance Card to
North America as well to create a single health zone, where all mem-

ber states can have access to similar benefits.

The rationale for the expansion of the EU Health Insurance
Card lies in the foundation of the Trans-Atlantic Trade and Investment
Partnership (TTIP). The foundation of TTIP is to create a single market
between the United States and the EU, where goods on both sides of
the Atlantic can be traded freely (Europa 2014). The current issue is
that both the EU and the U.S. have their own separate regulations and
standards on safety, health, regulation etc. which creates compliance
problems for companies wanting to sell in both markets. TTIP is work-
ing to fix this problem by possibly creating a common set of standards
for health and safety for both markets. In addition to reducing costs,
TTIP will create further benefits. One of these benefits is that both EU

and American policy-makers and regulators will have to work closer
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together and are thus able to exchange and learn from ideas on both
sides of the Atlantic (TTIP PDF 2013). Also, if common standards are
achieved, these are more likely to become international standards

which will could result in an increase of standards globally.

If TTIP does get enacted by The EU and the US it would create a
solid framework for expansion of a single healthcare zone. TTIP could
even be expanded to include healthcare in future talks. As stated
above, collaboration on other safety and health standards would in-
crease efficiency in the economic system, create an exchange of policy
ideas, and could set international standards. The same logic could be
said for a similar dialogue on allowing for an international healthcare
zone. This is because, to allow such a zone, a core of common stand-
ards for healthcare would have to be met, which would create discus-
sion and policy adjustments that could make healthcare in both zones

more effective and efficient.

Furthermore, according to the U.S. Office of Travel and Trade
approximately over 11.2 Americans traveled to Europe in 2012, while
approximately 12.4 million Europeans traveled to the U.S. (ITA 2014).
That is approximately 24 million people who would benefit from an in-
ternational health zone policy. If the policy is further expanded to all
of North America, including Canada and Mexico, the number of bene-
ficiaries would increase even more. The one issue that may be a stum-
bling block to implement this policy would be the U.S.’s lack of univer-

sal government backed healthcare, like in Europe. This problem could
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potentially be remedied by making a provision that visitors who are in
the U.S. and have a “North Atlantic” Health Insurance Card could have
access to an expanded Medicaid service (either at a full discount rate

like American citizens, or a slightly more expensive, but still subsidized

rate).

8. Conclusion

After having analyzed the American, Italian and German
healthcare systems it is pretty clear that all of the three models do
have some advantages and some serious problems they have to deal
with. The US provides medical services of high quality to some parts of
the society but it needs to work on establishing a health system which
is more universal and accessible to everyone. In Italy the idea of letting
regional governments decide about the amount of health care needed
can be a good idea but it needs to be reorganized so that politicians
cannot abuse the system for their own aims. In Germany the system
includes a redistribution that allows poor people to receive the same
services like the richer part of the population but the system is threat-
ened by a demographical shift. In the end there is not a “perfect”
health care system that may work in every part of the world as every
country has its own priorities that are accepted in the society. Still the
situation could be improved if the EU and the US would work together
on a standardized health zone as healthcare in general is becoming a
more and more globalized topic. Furthermore some of the national

problems that Italy, the US and Germany have to deal with could be
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solved with these points. Healthcare definitely must be treated as a
public right that everyone should have access to which also includes

medical treatment that is affordable for everyone including minorities.
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