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Abstract 

Healthcare is a crucial thread in the tapestry of social conditions that allow us, either 
individually or nationally, to fulfill our goals in life and attend to matters of ultimate 
concern. From 2000 to 2018, the rate of growth on health expenditure per capita was 
around 3.1 percent in the world. As the health expenditures are growing fast, healthcare 
has become a hot issue of social concern in every country. In recent decades, the medical 
expenditure has risen dramatically in the United States. Nowadays, the United States is 
the country with the highest medical expenditure, and far higher than the other 
countries. The health care system in the United States is controversial. This paper will 
analyze the characteristics and problems of the medical system in the United States 
through the specific study to the US medical system. Finally, according to the analyzed 
conclusions, the paper will propose policy suggestions. 
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1. Introduction 

In the United States, the expenditures for health care, health research, and other health items 
and services have risen sharply in recent decades, having increased fifteenfold since 1980, and 
the expenditure still is fast growing now. In 2020, the annual change in U.S. health expenditure 
is about 5.2% (US Census Bureau, 2010). What’s more, the United States is the country with the 
highest medical expenditure, about $4 trillion annually. In 2018, health expenditure accounted 
for 16.9% of gross domestic product in the United States. This figure was higher than that for 
the next highest-spending countries, Switzerland by 4.7% (Organisation for Economic Co-
operation and Development, 2018). 

 
Figure 1. Health spending, 2019 (latest available) 

Source: OECD (2021), Health spending (indicator). doi: 10.1787/8643de7e-en (Accessed on 
20 May 2021). Retrieved from https://data.oecd.org/healthres/health-spending.htm 
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When it comes to the investment in terms of outcomes in U.S. healthcare, despite such a huge 
expenditure, the U.S. still lags behind many of its peer nations in several indicators of health 
and health care quality. In 2019, life expectancy at birth in the U.S. was 78.7, which is much 
lower than the figure for the leader, Japan, by more than five years (OECD, 2021). The difference 
comes from an over-spending and low-efficient healthcare system.  

 

 
Figure 2. Life expectancy at birth, 2019 (latest available) 

Source: OECD (2021), Life expectancy at birth (indicator). doi: 10.1787/27e0fc9d-en 
(Accessed on 19 May 2021). Retrieved from https://data.oecd.org/healthstat/life-expectancy-

at-birth.htm 

 

As for the accessibility and availability of the health care system in the United States, in 2015, 
26.2% of the poorest Americans visited their dentists, while 56.9% of the richest ones did; In 
France, 63.9% of the poorest visited the dentists and 82.3% of the richest ones did 
(International Federation of Health Plans, 2015). In a sample of 16 OECD countries, the United 
States ranked second in terms of inequality in access to dental care. What’s more, there are still 
a large number of uninsured Americans nowadays.    

2. What causes the problems in the U.S. healthcare system? 

According to the above, an inescapable conclusion can be got that the healthcare system in the 
United States is high-spending, low-efficient and unfair. Some causes are contributing to these 
problems. 

2.1. Non universal health insurance 

Unlike other developed countries, such as Japan and Canada, the United States does not adopt 
the universal health insurance system, but rather implements a mixed system of commercial 
health insurance (private) and government health insurance (public). This causes that the 
coverage of health insurance is not enough. In 2019, commercial health insurance, which is 
mainly paid by employers, covers 68% of the population in the United States. Meanwhile, 
government health insurance, mainly focusing on children, the elderly, veterans and vulnerable 
groups, can cover about 34% of the United States population. However, 8% percent of people, 
or 26.1 million, were uninsured, who have to see a doctor at their own expense (U.S. Census 
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Bureau, 2020). The lack of health insurance has deadly consequences. People who are not 
included in the public medical insurance system and unable to afford commercial insurance 
have no money for medical treatment, causing serious unfairness in the health care system.  

 

 
Figure 3. Percentage of People by Type of Health Insurance Coverage: 2019 

Source: U.S. Census Bureau. Current Population Survey. 2020 Annual Social and Economic 
Supplement (CPS ASEC) 

 

What’s more, if someone doesn't have insurance, then there's no one to negotiate on their behalf. 
They have to pay the charges upfront from their pockets. A study found that hospitals charge 
more for uninsured patients than for insured patients (Baicker & Finkelstein, 2011). This is not 
the case in other countries, which is one of the problems with the US health care system. 
Therefore, the health care system is more inclined to serve the rich in the U.S., and many 
ordinary Americans dare not go to the hospital.   

It causes not only inequality in the U.S. health care system, but also poor health, because 
uninsured people are less likely to receive preventive health care and care for various 
conditions and illnesses. For example, because uninsured Americans are less likely to receive 
screenings for cancer than those with private insurance, they are more likely to be diagnosed 
with more advanced cancer rather than an earlier stage of cancer (Halpern et al., 2008). 

2.2. Unconstrained healthcare price 

It is universally known that the U.S. has high-price drugs and medical services. The United 
States is one of the countries with the highest price of prescription drugs in the world. 
According to the data from New York Times, at least 19 million adults in the United States 
choose to buy drugs in Canada or Mexico due to high domestic drug prices (Boffey, 2012).  

In the other countries, the government has strict control over vendor pricing so that the price 
about health care is reasonable. However, the price in the U.S. is mostly controlled by the open 
market competition, rather than controlled by the government. At this time, pharmaceutical 
companies rely on the United States' unconstrained drug pricing and drug patent system to 
monopolize the medical market and make a high price for the medicine to maximize their 
profits. In addition, doctors, hospitals, healthcare professionals and businesses are relatively 
free to charge any fee for their services, so that the service charges of doctors and hospitals in 
the United States are much higher than those of their counterparts in other industrial countries 
(Klein, 2012).  

Most countries have central agencies that negotiate prices with hospitals and pharmacists. 
However, there is no such agency in the United States. The U.S. government just accounts for 
48% of healthcare spending, and this ratio of spending can be viewed as a proxy for bargaining 
power. Therefore, the U.S. government intervenes less actively to force down prices in the 
United States than in other countries. Because of the shortage of roles negotiating the price, 
vendors increase the medical price. These all cause the U.S. healthcare system is very expensive 
and inefficient. 
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2.3. Private hospitals 

Public hospitals in the United States are funded by federal, state and local governments. These 
hospitals only serve certain personnel, such as, servicemen or retired military personnel, 
military families and indigenous people. So, the vast majority of hospitals in the United States 
are private. As a private hospital, the original intention of its establishment is to make profits, 
and high prices are the necessary conditions to create profits.  

In addition, the lack of cost transparency in the healthcare system is endemic. The price of 
medical services in the United States is not open, but a complex system full of hidden fees and 
secret discount. Nowadays, codes and the upcoding are the most common type of fraudulent 
activity reported. Every clinic and hospital will sign cooperation agreements with commercial 
insurance companies. Patients with insurance do not have to pay directly, but commercial 
insurance companies settle with the hospitals. For the uninsured patients, they can only pay 
the price of the medical service in full or enjoy a 10% out of pocket discount at most (Klein, 
2012). 

2.4. Fee for service model 

The United States relies on the fee for service model for private insurance. In this mode, doctors, 
hospitals are free to charge any fee for their services. Since doctors will be paid for every service 
that they provide, they have the incentive to carry out more diagnostic tests and other 
unnecessary procedures. For example, the expensive MRI examination issued by doctors in the 
United States is above two times more than that in other developed countries, and the 
mammography examination is three times higher than that in other developed countries 
(Galewitz, 2012). As one economic writer recently said, "the more they do, the more they earn" 
(Samuelson, 2011). Therefore, compared with other countries, they require more diagnostic 
tests, which will increase the cost of medical services significantly.  

In addition, doctors in the United States are afraid of medical accidents. They would rather have 
more examinations and excessive treatments than medical accidents. Thus, there are a large 
number of medical wastes, which harms healthcare expenditure and efficiency.  

3. Policy options 

The healthcare policy of the United States should focus on three aspects: the first is solving the 
problem of insurance coverage that is, expanding medical insurance coverage. Second, solve 
the problem of medical expenditure. The government should reduce the medical cost and avoid 
medical waste. Third, solve the problem of medical efficiency.  

These problems have been trying to solve in the United States. President Reagan emphasized 
better allocation of resources and introduction of competition mechanism in the field of health 
care to solve high healthcare expenditure. This policy makes use of competition to force 
vendors to lower prices and improve efficiency to perform better. However, it is difficult to curb 
the momentum of rapid growth in healthcare expenditure, and the effect of the measure may 
be offset by the growth (Oberlander, 2010). 

President Clinton proposed the health care reform policy called the Health Security Act, which 
advocates a unified national health insurance system, financed by the federal, state and local 
governments, employers and employees, and government regulation intervention are used to 
reform the health care system. This policy may increase the coverage of health insurance, which 
is positive for low-income people and increase social equality. Nevertheless, it is difficult to 
implement the tax system that the health care reform relies on, since the government must raise 
a large amount of money to support the reform. The tax system had aroused opposition from 
some middle- or high-income Americans (Oberlander, 2010).  
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The highest achievement of American health insurance reform since Medicare and Medicaid 
passed in 1965 is the Affordable Care Act (ACA) presented by president Obama in 2010. The 
main content of ACA is to force Americans to buy medical insurance. Enterprises with more 
than 50 employees must buy medical insurance for their employees. This policy also expands 
the coverage of the Medicaid. In addition, the policy strictly prohibits refusal and discrimination 
from insurance companies and establishes national health insurance regulatory agencies to 
supervise and manage medical services and expenses, which created a more competitive 
market. What’s more, it actively promotes the enterprise and commercial medical insurance to 
share the financial pressure of medical insurance through preferential tax policies. Obamacare 
reform reduces the cost and threshold of medical services, improves the quality of medical 
services, and gradually achieve universal coverage of medical insurance. This policy also had 
made a great achievement. During the five years of the ACA implementation, the number of 
uninsured individuals in the United States has declined from 49 million in 2010 to 29 million in 
2015. This is by far the largest decline in the uninsured rate since the creation of Medicare and 
Medicaid 55 years ago. The percentage of uninsured population dropped from 15.7% in early 
2011 to 9.2% in the third quarter of 2015 (ObamaCareFacts, 2019). At the same time, the United 
States also saw important improvements in the quality of care. The rate of hospital-acquired 
conditions, such as adverse drug events, infections, and pressure ulcers, has declined by 17%, 
from 145 per 1000 discharges in 2010 to 121 per 1000 discharges in 2014 (Agency for 
Healthcare Research and Quality, 2015). However, the rise in the price of health insurance is 
the inevitable result of this reform. For one thing, the compulsory regulations of the federal 
government on the purchase of insurance have led to a great increase in the demand for 
insurance, resulting in an increase in the price of insurance. For another thing, as many people 
in poor health is able to buy insurance, insurance companies have to increase insurance prices 
to offset the financial risks of this group. 

 

 
Figure 4. Percentage of Individuals in the United States without Health Insurance, 1963-2015 

Source: ObamaCare Facts. (2019, August 8). ObamaCare: Uninsured Rates. Retrieved from 
https://obamacarefacts.com/uninsured-rates/ 

 

On March 7, 2017, Trump and the Republican Party announced an alternative to ACA, called the 
American Health Care Act (AHCA). There are many differences between the AHCA and ACA. It 
repeals the mandatory provisions of Obamacare, that is, it no longer enforces individuals to 
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purchase medical insurance and enterprises to purchase medical insurance for employees. 
Instead, this medical policy encourages people to purchase medical insurance by taking the 
expense of medical insurance as a pretax deduction. This new policy may reduce health care 
spending in the United States, but this part of the saved expenditure is mainly obtained through 
the reduction of Medicaid for the low-income group, the elderly and the poor, that is, the 
vulnerable groups will undoubtedly become the main victims of the health care reform. This 
policy also makes many people who just got insurance lose insurance again. 

4. Conclusions and recommendations 

After analyzing this controversial health care system – high expenditure, low efficiency and 
inequality, ACA can best relief the problems in the U.S. health care system. Based on the 
government led principle, this policy can organically combine social justice, accessibility and 
availability of medical services and the managed market mechanism together to improve the 
efficiency of medical service supply and medical security system. Even though ACA policy did 
not completely solve the problems of the American health care system in the past and had some 
drawbacks, there is no doubt that it had realized a great breakthrough in the history of 
American health care. I believe that this policy is the most suitable for the American health care 
system among the existing policies.  
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