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Recently | was asked “why is healthcare expensive and why do heaItIH'tar_(_a_ costs inncre__:_ase’faster
than everything else?” In the context of current local debates, this is hi'g’h-ly__tp{z ical; and it’s
great to see the public engaged in this vital discussion. But to thousands of academics and
policy-makers around the world, it is an age-old, million-dollar question. Indeed, inh Bermuda it
will be a billion dollar question by the year 2016, if healthcare costs continue to grow at the
pace they have for the past decade.

One can conceive short, simple answers to the questions: An unhealthy population needs mb"re-._h
healthcare. The “raw materials” to provide healthcare (professionals, facilities and equipment)
all cost a lot of money. And the range and price of these raw materials is growing faster than
the national wealth. Between our unhealthy habits, the progress of science and the motivation
of entrepreneurship, the sky’s the limit in terms of what healthcare can offer and charge for.
And when the sky’s the limit, that is what patients want.

But the reality is that short, simple answers are not enough. The issue is significantly more
complex. Without pretending to be among the imminent, aforementioned academics and
policy-makers, | can try to provide a lay version of what the literature suggests.

First, it is vital to appreciate the global context: Bermuda is not unique in its growth in
healthcare costs or in the way it provides and pays for healthcare. Most countries are grappling
with healthcare spending outpacing national wealth. Some analyses of this experience have
proposed that there are three broad categories of cost drivers in healthcare: the quantity of the
goods and services being delivered; their price; and the way in which the healthcare system is
structured.

1. The quantity of goods and services used: Populations that are older and sicker tend to need
more healthcare. While sound health promotion can help curtail the need for treatment, there
are countries with more seniors than Bermuda and with some pretty unhealthy habits (e.g.
smoking), who spend much less than we do on healthcare. Research shows that the more
healthcare services there are in a geographical area, the higher the use of those services.
Economists have known this for the past 400 hundred years: “every supply generates its own
demand”. In healthcare we have to pay for what we use, even if we might have not needed it.
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2. The price of goods and services: From a medical consultation, the various tests to diagnose
you, the treatment and drugs involved in curing you, hospital care, administration to bill for
your treatment, administration to pay for it, the malpractice insurance your providers need,
and so on — every item along the way has a price tag. The prices vary between different
countries but several studies have concluded that prices in the United States are higher than
almost anywhere else in the developed world. Evidence suggests that prices in Bermuda tend to
mirror those of high-priced US jurisdictions where the cost of doing business is similar to
Bermuda. This puts us on the expensive end of the spectrum, and the reason is...

3. The structure of the healthcare system: Some healthcare models cost more to run. Countries
with limited regulation of the price of healthcare show a faster rise in costs. Also, countries
where a significant proportion of healthcare is paid via private insurance, like Bermuda or the
US, tend to be more costly. The benefit of this model is that it reduces the burden on the state
and allows those with insurance more choice. However, this model can’t guarantee healthcare
for 100% of the population, and results in greater financial burden for the sick and the poor.

Healthcare costs in Bermuda, like elsewhere in the world, are affected by how much we
consume, the price of what we consume, and crucially, how we organise the delivery and
payment of healthcare provision. At the Bermuda Health Council we believe that at the level we
are spending, we can aim for a slow-down in the rise of costs, but also for wider coverage,
better outcomes, and more equity. Because it’s not just about money, it’s about all of us.
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