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In Another Country,

Passage of Landmark Legislation

ACA

Affordable Car Act

Goal:

Every citizen should have affordable transportation

Method for Achieving the Goal:

Give all citizens insurance that would cover the cost 

of new automobiles and repairs when needed
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How to Control Spending on Cars

If Insurance Is Paying?
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To Control Spending, Payers Set 

Separate Fees for Each Car Part

HCPCS Codes
(Hierarchical

Car Parts
Compensation

System)
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Auto Workers Were Paid Based 

On How Many Parts They Installed

HCPCS Codes
(Hierarchical

Car Parts
Compensation

System)
AMA

Automobile Manufacturing
Association

CPT System
(Car Parts Tokens)
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The Result for Drivers?

Cars had many unnecessary parts

Cars were readmitted to the factory
20% of the time to correct malfunctions

This occurred despite requirements for 
accreditation of factories by

the Joint Commission on Auto Creation
and certification of auto workers by 

the National Committee on Quality Autos
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Spending on Cars Grew Rapidly
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What to Do?
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More Parts Were Used

Factories Merged
to Resist Fee Cuts

$

$ $

What to Do?

Cut Fees for Parts & Assembly

Cut Fees for
Parts & Assembly
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What to Do?

Pay for Bundles Instead of Parts

Driving Related Groups (DRGs)
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Cost Per Bundle Declined, But 

More Expensive Bundles Used

Consumers were given

bundles they didnôt need

Small Engines Bigger Engines Really Big Engines
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What to Do?

Consumer-Directed Car Payment

Consumer Share

of Car Price

$1,000 Copayment

10% Coinsurance

w/$2,000 OOP Max

$5,000 Deductible
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Since Total Price Didnôt Matter,

Consumers Chose Expensive Cars

Consumer Share

of Car Price

Price

$18,000

Price

$320,000

$1,000 Copayment $1,000   $1,000

10% Coinsurance

w/$2,000 OOP Max

$2,000 $2,000

$5,000 Deductible $5,000 $5,000
V

V
V
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High Cost-Sharing Also Applied to

Preventive Maintenanceé

Consumer Share

of Car Maintenance

Preventive

Maintenance

Cost Sharing Co-payment

High Deductible Full Cost
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éResulting in Deferred 

Maintenance & Expensive Repairs

Consumer Share

of Car Maintenance

Preventive

Maintenance

Deferred

Maintenance

Cost Sharing Co-payment Co-insurance

High Deductible Full Cost No More Than 

Out-of-Pocket

Limit
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What to Do?

ñShared Savingsò Programs
STEP 1

Continue Paying Factories 
& Workers Based on Parts

0-50% of 
Difference in 
Cost of Parts
Compared to
Other Cars
If Minimum

Savings
Threshold

and Quality
Targets 

Were Met

+

STEP 2
Compare Cost of Parts

and Award Shared Savings

# of Parts
x 

Cost of Parts

# of Parts
x 

Cost of Parts

<

RESULT

ÅSome factories 
reduced parts 
but not enough 
to get shared 
savings

ÅSome factories 
spent more to 
meet quality 
targets than 
they received in 
shared savings

ÅSome factories 
left out parts 
where there 
were no quality 
measures

ÅMost factories 
and workers 
lost money and 
went back to 
business as 
usual



Was There a Better Way?
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Pay for Complete Cars With 

Warranties, Not Parts & Repairs
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Have People Pay the Last Dollar,

Not the First Dollar for Cost-Share

Consumer Share

of Car Price

Price

$18,000

Price

$320,000

$1,000 Copayment: $1,000   $1,000

10% Coinsurance

w/$2,000 OOP Max:

$2,000 $2,000

$5,000 Deductible: $5,000 $5,000

Highest-Value: $1,000 $303,000
V

V
V

V
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Design Cost Sharing to Encourage 

Preventive Maintenance

Consumer Share

of Maintenance

Preventive

Maintenance

Deferred

Maintenance

Value-Based

Cost Sharing
No or Low Copay Co-insurance

High Deductible
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Pay for What Consumers Need: 

Transportation, Not (Just) Cars

Allow the flexibility to deliver services 

that best meet the individualôs needs
with accountability for controlling costs

$


