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Late 19th Century

Baylor Medical 1930s
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Blue Cross

Commercial Insurers

Social Security 
Amendments Act of 1965
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2000s

Affordable Care Act of 
2010

• Premium subsidies

• Guaranteed issue

• Individual Mandate

Today
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The Value Problem

Quality

Cost
Value =

Cost
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Total health expenditures as 
percent of GDP, 1970 – 2012

Total health expenditures per 
capita, U.S. dollars, PPP adjusted

Closer to Home
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Closer to Home

Closer to Home

• Premiums rose 44% in 7 years

• At the current rate, it will cost $2,314 to 
insure a family of 4 in 2025  

• Between 2005 and 2015 covered 
workers’ average out‐of‐pocket costs 
grew 66 percent

kff.org
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Why are healthcare costs 
so high?

1) Technology

2) End‐of‐Life Care

3) Unhealthy Population

4) Administrative Costs

5) Perverse Incentives

6) Moral Hazard

USA

Global

Quality
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Percent of sicker adults who have 
experienced medical, medication, or lab 
errors or delays in past two years, 2011
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Quality

Cost
Value =

Tax Cuts & Jobs Act of 2017

Affordable Care Act of 
2010

• Premium subsidies

• Guaranteed issue

• Individual Mandate
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Risk Pools

Risk Pools
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Where Are We Headed?

Where Are We Headed?

• Beverage Model – UK/ VA

• Bismarck Model – Germany/ employer‐
based

• National Health Insurance Model –
Canada/Medicare

• Out‐of‐Pocket Model
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Beverage Model – UK/ VA

• Provider and payer are the same entity

• Most cost effective ‐ UK spends $3289 
per person, (US $8745)

• Least amount of choice

Bismarck Model – Germany/ 
Employer‐Based

• Insurance companies are non‐for‐profit 
and compete for market share

• The government covers the unemployed

• Germany spends about $4811 per person 
on healthcare

National Health Insurance 
Model – Canada/Medicare
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National Health Insurance 
Model – Canada/Medicare

• Government is the payer

• Private providers

• Financed by taxes, or premium payments 
(public option)

• Canada spends about $4602 per person 
on healthcare

Out‐of‐Pocket Model

• Rising premiums will cause employers 
and individuals to drop coverage or move 
to catastrophic coverage only

• Individuals will pay out‐of‐pocket for 
most care outside of major surgery or 
extensive (i.e. cancer) treatment

• Increased competition will put downward 
pressure on prices
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wsj.com

Direct Primary Care
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time.com
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Direct Primary Care
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Direct Primary Care

• $75 monthly membership ($900/year)

• $900 x 400 = 360K/year

• If the doctor works 4 days per week, 42 
weeks per year, and patients visit the 
doctor once per quarter, that averages to 
10 patients per day
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