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Abstract 

World Health Organization persistently calls for establishing a universal healthcare insurance 

systems, capable of providing equitable, accessible, qualified, and affordable services. 

Solidarity is the doctrine through which healthcare insurance philosophy built. Different 

sociopolitical notions about solidarity had yielded four different models: Bismarck, 

Beveridge, Private Health Insurance (PHI), and Out-of-Pocket Payment (OOP). Accordingly; 

each model characterizes with certain merits in scope of the funding system, reimbursement 

techniques, and the total cost containment. Consequently, these merits have their own impact 

on the patient satisfaction in term of the rate of population coverage and waiting list size. This 

is a review study aimed to understand the economic and administrative features of each 

healthcare insurance model and their impact on the clinical outcomes. It’s an attempt to pave 

the way to design a hybrid healthcare insurance system capable of optimally use the local 

resources of the society. 

Keywords: Universal Healthcare Insurance system, Bismarck model, Beveridge model, 
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 الخلاصة:

حثج يُظًت انصحت انعانًيت دٔل انعانى بأسخًشاس انٗ حبُي َظى انخاييٍ انصحي انشايم ٔانخي حإيٍ يبذأ انخكافإ في  

يانيت انحصٕل عهٗ انخذيت انطبيت، اضافت انٗ انحصٕل عهٗ خذيت طبيت كفٕؤة عُذ احخياج انًشيض نٓا، ضًٍ كهفت 

يعقٕنت. ٔحعٕد فكشة َشٕء اَظًت انخأييٍ انصحي انٗ يبذأ انخكافم الاخخًاعي في حٕفيش انخذيت انطبيت نًٍ يحخاخٓا. 

ُْٔاك عقائذ اخخًاعيت يخخهفت حُأنج يبذأ انخكافم انصحي َٔخح عُّ حاسيخيا اسبع َظى يٍ انخأييٍ انصحي ْي: َظاو 

ٔعهيّ، كم  صحي انخاص، ٔاخيشا َظاو انخحًم انزاحي نكهفت انخذيت انطبيت.بسًاسك، َظاو بيفيشدج، َظاو انخأييٍ ان

 َظاو يٍ ْزِ انُظى يخًخع بًا يًيزِ عٍ انبقيت في اطاس َظاو انخًٕيم، ٔ يسخٕٖ انكهفت انكهي نهُظاو. ٔبانخاني حإثش ْزِ

انخذيت انطبيت انًقذيت يٍ يُظاس َسبت انسكاٌ انًشًٕنيٍ بانحصٕل عهٗ  انصفاث عهٗ يسخٕٖ سضا انًشيض عٍ

انخذيت انطبيت، بالاضافت انٗ كفاءة انخذيت انطبيت راحٓا يثم يذة ٔحدى قائًت الاَخظاس انٕاخب انًشٔس بٓا قبم انحصٕل 

يذ انًًيزاث انًانيت ٔالاداسيت عهٗ انخذيت انطبيت انًشخٕة. ْزِ انذساست حخُأل بانًشاخعت انذساساث انسابقت في ححذ

نصياغت َظاو صحي يٓدٍ  انكم َظاو صحي ٔكيفيت حأثيشِ عهٗ انًخشخاث انسشيشيت. بانخاني ْي حخيح فًٓا أسع

 قادس عهٗ اسخغلال انًٕاسد انًحهيت بأفضم الأخّ بًا يخلائى يع انًفٕٓو انًدخًعي نهخكافم .
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1. Introduction 

 High quality health service is one of the basic human rights that guaranteed for every 

individual. ―Everyone has the right to a standard of living adequate for the health and well-

being‖ (the universal declaration of human rights, article 25, Paris December 10
th

 1948). 

According to the World Health Organization (WHO); the objectives of well –functioning, 

universal healthcare insurance model should involve ensuring the equity in access to the 

health service, high quality of medical service produced, and protection of people against 

financial risks (1). 

Throughout the last century; four distinguished healthcare insurance models had globally 

emerged. These are Bismarck, Beveridge, Private Health Insurance (PHI), and Out-Of Pocket 

Payment (OOPP) models (2). 

Historically, Bismarck healthcare insurance system is the first health insurance plan nationally 

applied in 1883, named after Otto Von Bismarck, the first Chancellor of Germany (3). 

Solidarity is the moral value that shapes the Bismarck insurance system, where compulsory, 

proportional contributions usually deducted from the employees and employers' gross income. 

In spite of the political purposes of the Bismarck' plan, to counter the socialistic movements 

(4); however, the systems succeeded to achieve its goals in Germany through keeping the 

workers as healthy as possible to increase their productivity (5). 

The term Statutory Health Insurance (SHI) usually refers to the healthcare systems adopted 

Bismarck model. Several countries adopted SHI system like France, Austria, Belgium, Japan, 

Mexico, in addition to Germany (6).  

Beveridge Healthcare insurance model was named after William Beveridge, the British 

economist. In 1942, the famous Beveridge report addressed (Social Insurance and Allied 

Services) reported that a full-range medical treatment will be ensured for every citizen (7). 

That means the healthcare services became a human right rather than a right for workers. 

Unlike Bismarck model, Beveridge believed that the healthcare services should be universal. 

In addition, Beveridge suggested that the public department of health should run the process 

of providing the curative and preventive healthcare services (7). This is another vital 

difference comparing to Bismarck model which adopted autonomous administrative policy in 

managing both supply and demand chains. National Health Services (NHS) is the 

governmental apparatus that run providing the healthcare service in United Kingdom. Cyprus, 

Finland, Italy, Spain and Sweden are examples of countries adopted the NHS-based model 

(8). 

United States adopted Private Health Insurance System (PHI). In 1939, during the great 

economic stagnation, Blue Cross, a coalition of health insurance providers, was found. Blue 

Cross identified the premiums based on relative risks of people (9).Many attempts to legislate 

a U.S. universal health insurance system failed, for example publically funded healthcare 

programs sponsored by Franklin D. Roosevelt in 1933, and providing universal healthcare as 

a part of the Fair Deal program were adopted by Harry Truman in 1949. These opposition 

campaigns were almost always led by the American Medical Association (AMA). The 

reasons behind the failure of these projects could be due to the social philosophy of interest – 

group liberalism in addition to the constitutional rights that allow for a variety of groups of 

interest to promote policies for their own private profit and to successfully defeat policies they 

classified as harmful to their interest (10). However, in 1965, Medicare Program was 
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legislated which is publically funded health services for indigenous people older than 65 years 

(11). The same federal legislation included Medicaid Program which publically covers the 

poorest individuals and families. In 2013, Medicaid covered 62 million citizens representing 

the largest health insurance programs in USA (12). 

Out-Of-Pocket Payment (OOPP) is the extent of payment that the patients afford to both 

public and private healthcare providers as a part of the total health expenditure (9). Relying on 

OOPP limits the demand for healthcare and has a negative impact on the social health status, 

especially when the OOPP pushes the patients below the poverty line (10).  

This research is a review study in which its main objective is to understand the administrative 

and economic perspectives of the different models of healthcare insurance system, and how 

do these merits influence on the healthcare system outcomes in term of the level of coverage 

of the population as well as the patient's satisfaction. 

Understanding the financial merits of each healthcare systems was done using three 

parameters: the funding system used to finance a given healthcare insurance model, the 

reimbursement technique used to compensate the healthcare providers, and examine the total 

cost containment of each mode. On the other hand, evaluation of the outcomes of each 

insurance system was reviewed through evaluating the extent of the coverage of the 

population as well as examining the size and the time of the (Waiting List) in each model. 

Finally, this review tried to highlight the hybridization attempts that aimed to enforce the 

strength points and overcome the vulnerable aspects of each of the reviewed healthcare 

insurance model.    

The significance of the research is to highlight the strength and weakness points of each 

model and to illustrate how a hybrid model should be designed to align with the local 

medical, economic, and administrative capabilities of each society. 
   

2. The Financial Merits of the Variant Healthcare Insurance Models:  

Equitable, accessible and affordable healthcare services is the ultimate objective of any 

healthcare system with a tending to ensure a universal coverage. Different organizational 

approaches were introduced during last century in order to make these goal true as well as 

ensuring the sustainability of the healthcare system itself, as long the expanding demand for 

healthcare service has become a problem. Such organizational differences may have social 

and economics roots that imposed different theories as a tool to make sophisticated healthcare 

services available. As a result; each healthcare insurance approach exhibited strength and 

weakness points though out the decades where it was applied. Understanding of these merits 

were the clue to initiate series of reforming processes leading to generating hybrid systems in 

attempt to keep equity, accessibility, and affordability. That may help the developing 

countries to understand the social, economic, and organizational requirements to optimize the 

success chances when borrowing one of the health insurance approaches which are 

successfully applied in the developed countries. 

In this review, understanding the financial merits involves reviewing the following indicators: 

a. The funding system used to finance a given healthcare insurance. 

b. The reimbursement technique. 

c. Total Cost-Containment and affordability. 
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a. The Funding system: The National Health Services (NHS) depends on tax-based 

financing system (15). NHS system offers a universal healthcare services which are usually 

free of charge for all the patients (15). A socioeconomic factor is a major factor behind 

adapting such approach of funding. Beverage, the godfather of the modern British healthcare 

system believed that the healthcare service is a human right for every citizen (7). However, 

free of charge healthcare services usually run by a public organizational apparatus adapting 

(Command and Control) system. Strategic objectives and policies, budgets, and accountability 

often centrally set by the government and Department of Health (16). Accordingly; the 

sociopolitical context has a significant influence on the effectiveness of the Beveridge 

healthcare system. This is because of highly centralized approach of management where the 

decisions related to the funding policy are filtered through the political institutions. For 

example, it's not possible to predict the financial tradeoff between the health sector and other 

sectors like defense, agriculture…etc.  Even the financing process within the healthcare sector 

itself, the financial tradeoff among personnel, recurrent cost, and capital investment is highly 

centralized by the political elite (17).   

On the other hand, Bismarck model, like in Statutory Health Insurance (SHI)/Germany, is a 

contribution-based model. It depends on the social insurance principle (18). Unlike Beveridge 

funding system which run by highly centralized public apparatus; these contributions are 

independently run by around 130 delegated sickness funds (5). In other words; (who) will pay 

& (how) is largely depending on the social understating of the solidarity doctrines. Certainly, 

that in turn is significantly affected by the political understanding of the social needs (19). 

Accordingly, the Beveridge financial system run centrally, while the Bismarck model has 

decentralized, autonomous entities run the funding process. The autonomously run sick funds 

make them capable of effectively dealing with three different players involved in providing 

the healthcare services in SHI: The public hospitals, voluntary non-profit hospital, and Private 

hospital (20).    

Such kind of autonomy in controlling those different players ultimately accompanied with 

offering high quality of medical services, which recognized as a one of the major strength 

points of Bismarck system, however, free-for service in the ambulatory sector and the 

principle of cost coverage in the hospital sector continued to provide incentives to expand the 

expenditure (21).  

However, as long as the Bismarck system depends of the contributors in the labor market. 

Self-employed people with no employees, unemployed people still at risk of being medically 

unsecured (22). The several reforming processes tend to step closer to the universal coverage. 

In 2009, Health insurance was made mandatory aiming increase the rate of enrolling in (SHI). 

These continuous reforming processes aim to provide a higher level of healthcare welfare for 

those who already insured, and to expand the protection for the people outside the system 

(23).  

Medical & administrative competencies required in the peripheries is another challenge as the 

decentralization and autonomy is an administrative feature of SHI. The role of local decision 

making agents is crucial to understand the local context and set the health priorities from the 

point of the patients, the medical stuff, and the community (24). The high number of local 

sickness fund that involved in providing of the healthcare services may reflect that fact. 
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b. Reimbursement technique: the nature of health insurance system is an essential factor 

that determines the demand for healthcare services (25). Changing the reimbursement system 

from capitation to fee-for service was associated with increase the physician-induced demand 

especially with the non-chronic diseases (26). SHI adapts fee-for service reimbursement 

technique. That may be a leading cause of increase cost containment in Bismarck's model, 

especially that SHI deals with different healthcare providers in the public, voluntary, and 

private sectors. 

On the other hand, universal health insurance plans, like in Beveridge model, may encourage 

patient-induce demand. The more generous insurance coverage, the higher demanding for 

health services (27). It may also induce the supplier to overuse the technical and 

pharmaceutical goods (28). That reflects the importance of conducting clinical guidelines and 

protocols to reduce such phenomenon.   
 

c. Cost-Containment and affordability: It was revealed by several studies that the cost 

containment is in favor of health insurance systems adopting the (NHS) comparing to those 

adopting (SHI) (15). Especially at the time of economic stagnation where Beveridge system 

perform better in the scope of health status improvement (29). Highly centralized 

administrative and purchasing authorities allow to making advantage of scale economies (17). 

In spite of that, it was indicated through certain studies that the publically funded healthcare 

services may encourage the (Patient-induced demand) where some patients feel thirst for 

more free of charge medical care (30). However, as it was clarified earlier; Supplier-Induced 

demand is more predominant with Bismarck-based healthcare systems. 
 

3. Patient's Satisfaction: obviously; NHS, or the countries that adopt the public system 

ensures the optimum equity with a 100% coverage of population (31). Once more, it’s a 

reflection of sociological thoughts produced by Beveridge who believed that the health care is 

a human right, not a privilege. Unlike the (SHI) system in which people in charge try to 

extend the rate of coverage through numerous reforming processes. Incomplete coverage is a 

result of Bismarck's philosophy who created a solidarity-based institution capable of 

producing the healthcare services to the labor forces in order to improve their productivity. 

However, ensuring full coverage of whole population is a long-term goal for the countries that 

adopt Bismarck's model. The speed of moving to the full protection may vary from one 

country to another based on the local capabilities (32).    

The size and time of waiting list in any given healthcare system is an objective indicator of 

the accessibility to the medical services offered (33). It’s a parameter evaluates the quality of 

healthcare services offered against the patient's expectations (34). While the equity parameters 

directed in favor of NHS systems; it had revealed that the accessibility the health service 

when required is in favor of SHI system (35). The institutional structure and the level of 

decentralization of the healthcare system should be soundly considered when addressing the 

accessibility and the quality of the healthcare services (35). The financial and administrative 

independence of the sickness funds is a potential reason behind the superiority of the SHI 

over NHS in term of waiting list time and size. Bismarck autonomous healthcare providing 

system allows for the patient to choose the healthcare provider no matter whether in the 

public or private sector. 
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The situation is different in case of NHS. The waiting time and size has been a sustain source 

of tension in the British healthcare system, whether on the national or the local levels. This is 

because the highly centralized administrative structure which makes the system incapable of 

acting quickly to ensure the customer needs. Enforce the dialogue between the operational 

level in the periphery (the clinicians, the hospital managers, and the mid-tier management) 

and the top-tier management in the center has changed the discussion concerns toward the 

"needs" and "fairness"(36). 
 

4. Reforming process: 

Both NHS and SHI experienced several reforming processes to overcome the vulnerable 

aspects in each one. The primary objective of the German SHI was to move the system to 

obtain a universal healthcare services. Germany initiated around twelve significant reforming 

attempts between 1990-2008. Nowadays, the hybrid SHI system ensure coverage rate very 

close to the universal (37). 

NHS, on the other hand, encouraged the dialogue between the operational level, the local 

managers, and the government minister to overcome the performance issues associated with 

the highly centralized, public-run healthcare system. "Target and Terror" regime was one of 

these reforming actions. Sanctions were imposed on the managers of hospitals for poor 

performance against the deliberated goals. A greater level of autonomy was rewarded to those 

who achieve these targets. Target and terror succeeded in lowering the proportion of patients 

waiting for planned treatment (did target) (37). 
 

5. Discussion 

World Health Organization encourages the countries worldwide to create a universal 

healthcare insurance system capable of providing equitable, accessible, qualified, and 

affordable healthcare services. Sustainability of such model depends on understanding the 

local financial and administrative capabilities of each society, in addition to the sociopolitical 

notions of each country. Accordingly, four different health insurance models had emerged, 

these are: Statutory Health Insurance (SHI) - based model conducted by Bismarck, National 

Health Services (NHS)-based model produced by Beveridge, Private Health Insurance (PHI) 

model in US, and Out-of-Pocket Payment (OOP) in many countries especially the developing 

ones. 

SHI-based model of Bismarck based on the solidarity notion among labor forces. 

Contributions deducted from the employees and employers will keep the labor force as 

healthy as possible as encourage their productivity. The system run autonomously by 

independent "Sickness Funds". That gives an administrative merit of responding well to the 

healthcare providers and patients needs. Bismarck's model insures the healthcare services 

equitably in both the private and public sector. That positively reflected on the patients' 

satisfaction and the acceptable waiting listing in scope of time and size. 

However, Bismarck model does not involve a universal coverage. Unemployed people and 

employer without employees still vulnerable to the financial risk of the uninsured medical 

services. Also, the decentralized management misses the economies of scale regarding the 

supply chain, which increases the cost containment. Another factor that increases the cost 
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containment is the reimbursement technique. Fee-for- Service may induce the Supplier-

demand for the healthcare services. 

National Health Services (NHS)-based model of Beveridge constructed on the sociological 

notion that the healthcare service is a right for every citizen. That means ensuring a hundred 

percent coverage of the population. Accordingly; taxes is the basic funding source of the 

healthcare system. Consequently; the funding system run centrally by a public apparatus. 

Making advantage of the Economies of scale is a characteristic merit of Beveridge model, 

which leads to reduce cost containment. Reimbursement technique reduces the cost 

containment as the NHS- system workforce are public employees. However; Patient-induced 

demand is a potential risk regarding free of charge health services. 

On the other hand, Beveridge model may leave the healthcare system sharply influenced by 

the political directions as long as the funding process run centrally under the control of the 

government. Financing tradeoff among different national sectors, as well as resources 

allocation among the multiple health disciplinary are processes usually run centrally. Such 

Vertical administrative hierarchy makes the system lazily response to the continuously 

updated needs of both providers and patients. That's could be seen by the Waiting list which is 

a sustain source of tension in the NHS model. 

Reforming and hybridization are necessary to overcome the vulnerable aspects of each model. 

SHI-based model did many reforming steps in order to increase the level of coverage toward 

the universal level, and to reduce the cost containment. 

NHS, on the other hand, took remarkable steps to increase the administrative autonomy 

within the system. "Target and Terror" was a successful practice on this level. 

Finally; the health insurance model should match with the local financial, operational, and 

administrative capabilities of each country. Most importantly, it should align with the 

sociopolitical doctrine of the solidarity in each society. 
 

Table of Abbreviations: 

WHO: World Health Organization 

SHI: Statutory Health Insurance  

NHS: National Health Services 

PHI: Private Health Insurance 

OOPP: Out-of-Pocket Payment 

AMA: American Medical Association 
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