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Course Objectives

Understand the 
complexities of: 

U.S. Healthcare System

Medical Industrial 
Complex

Business Models

Government Role

Empower YOU
Encourage critical 

thinking.



Overview of Class Topics

Outcomes, issues, business model and trends of the major sectors of the 
system and major companies in each sector:

1.Primary Care
2.Specialty Care
3.Hospitals
4.Pharma
5.Insurers
6.Tech and non-healthcare companies
7.Future of Medical Industrial Complex. 



What is the product healthcare?
The services and products that are used to promote, maintain, or restore health.

The organizations that provide these services and products.

The people who work in these organizations.

The financing mechanisms that support these services and products.

The policies and regulations that govern these services and products.



Two Categories

Preventive care Curative care



Factors affecting the 
future of healthcare:

• Technology

• Cost

• Access

• Quality

• Efficiency

• Government policies

•  Payment mechanisms 

• Antitrust.



The Nations Health Dollar ($4.3 Trillion), Calendar Year 2021: 

WHERE IT WENT



The Nations Health Dollar ($4.3 Trillion), Calendar Year 2021: 

WHERE IT CAME FROM



Total Health Expenditures



Change in Spending by Category



Health Spending Growth



Growth Rate for Select Services



Source of Funds



Private Insurance vs. 
Government Programs



Public vs. Private Spending



Administrative Spending



GDP Per Capita vs. 
Health Spending



Life Expectancy



Life Expectancy at Birth



Life Expectancy



Gap Widens



Disease Burden



Maternal Mortality



Obstetric Trauma



Mortality for Heart Attacks 
and Strokes



Hospital Admissions for Diabetes 
and Congestive Heart Failure



Post-operative Complications



Post-operative Sepsis



Medication and Treatment Errors



23 Million People 

$195 Billion in Medical Debt



Price Index





Standard Theory of 
Supply and Demand
• Buyers and sellers

• Buyers' discernment

• Buyers pay sellers directly.

• Market pricing

• Invisible hand. 



Why None of 
These Apply?
• Third-party interest

• Patients cannot evaluate

• No direct payment to seller

• Rules set prices

• Inefficient allocation of 
resources. 



Rules Governing 
Marketplace

• Provider provides service to patient

• Provider paid by insurer
• Government 

• Private Insurer

• Funds from: 
• Premiums

• Taxes

• Requires extensive rules for:
• Financing

• Access

• Payment

• Leads to regulations which shape the US 
system. 



Difficulty of 
Monitoring 
Quality

• Consumer

• Correlation vs. Causation 

• Leads to regulations

• Self Monitoring

• Role of not-for-profits

• Create monopolies

• Public safety vs Freedom to choose.



Imperfect 
Insurance 
Marketplace
• Episodic

• Cost unknown

• Dealing with uncertainty

• Development of health institutions. 



Value of Insurance

•Risk Adversity

•Randomness of spending

•Pay a fee (premium) to contract away all or a 
part of risk. 



But a Problem: Moral Hazard

• Less incentive to take action (behavior) to prevent risk or 
increase cost

• Patient go to doctor too often if low copay

• Doctor order too many tests if someone else is paying

• Has led to deductibles and prior authorization



Adverse Selection

• Only people who feel they need it buy
• Others wait until they perceive a need
• Basing on health information led to death spiral
• Led to ACA requiring all preexisting covered
• Still a possible death spiral
• Led to requiring all or pay a penalty for not enrolling- 

mandate
• Increasing number of healthy people covered by insurance
• Uninsured fell from 19% to 9%. 



• Consequences of avoidance 
due to cost 

• Ability to pay a requirement

• Continuous debate

• Costs

• Food % down

• Healthcare % up. 

Healthcare 
as a Right



U.S. 
Response

• Medicare

• Medicaid

• VA

• ACA Marketplace 

• Private insurance mostly 
Employer-based

• Tax loss

• Unique among OECD 
countries.





Summary
• Health Care Cost growth > GDP 

• No abatement
• Rising wages

• Productivity growth

• Tech advances  Increase spending

• Increased demand

• Lower birthrate 

• Increased longevity

• Live longer - spend more on healthcare 

• Spend on consumables

• Stalemate

• US system - Value?
• Highest cost

• Problematic outcomes

• Economics different 

• Behaviors –regulations

• Complexity and inefficiencies. 
This Photo by Unknown Author is licensed under CC BY-SA

https://geobrava.wordpress.com/2016/09/02/robotic-process-automation-yields-healthcare-cost-savings/
https://creativecommons.org/licenses/by-sa/3.0/


The Debate

Expanded 
Government 

Role
Profits vs people

Community of 
health

Inefficient markets

Public option

Universal 
Healthcare

Single Payor – No

U.S. version of 
OECD

Reduced 
Government 

Role
Regulated Market- 
less heavy handed

Increase 
competition for 

consumers

Individual freedom

Winners and losers

Rationing care

Encourage 
innovation

Decrease 
complexity

Common 
Issues:

How to pay

Broader picture of 
health

Are we paying for 
all care now?



NEXT CLASS: 
History
Terms
Laws
Regulations
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