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Introduction

The United States is the only industrialized nation that does not have universal health insurance.  Although the US spends more on health, as a percentage of gross domestic product (GDP), than any other nation, there are 47 million uninsured people, including 9 million children and health outcomes for the general population are inferior to those of other developed nations.  This manuscript has been written to be the first book to provide for the universal health insurance coverage of all United States residents.  Although there has always been considerable support for national health insurance (NHI) in the United States, the private health insurance lobby has always managed to sustain its legislative mandate.  Building upon the support generated by Michael Moore’s documentary SICKO, Rep. Conyers’ bill National Health Insurance / Expanded and Improved Medicare for All HR 676, the Physicians’ Working Group for Single Payer National Health Care System and the National Health Care Debate at Cincinnati Children's Hospital; the objective of this book it to direct US health insurance policy and legislation to achieve single payer universal coverage immediately and progressively realize nationalize health insurance, so that it would be free for everyone.  Health outcomes are expected to improve and disparities are expected to decrease.  

The principle of financial-risk protection ensures that the cost of health care does not put people at risk of financial catastrophe whereas affordable income tax contributions and private health insurance of the wealthy offset the cost of treating the poor.  Universal health insurance is a plan whereby the government would pay the premiums for people living at or below the poverty line and people at 150% to 200% of the poverty line would get a substantial discount.  Despite the high cost of health insurance in the United States, higher than any other nation, the U.S. does not appear to provide greater health resources to its citizens or achieve substantially better health benchmarks compared to other developed countries. Realization of universal coverage is dependent on organizational mechanisms that make it possible to collect financial contributions for the health system efficiently and equitably from different sources; to pool these contributions so that the risk of having to pay for health services is shared by all and not borne by each person who is sick; and to use these contributions to provide or purchase effective health interventions.  Single payer health insurance is the safest and most effective system.  
Universal health insurance is defined by the World Health Organization as access to key promotion, preventive, curative and rehabilitative health interventions for all at an affordable cost, thereby achieving equity in access and financing where households contribute to the health system on the basis of ability to pay – full coverage.  Health is defined in the Preamble to the Constitution of the World Health Organization of June 19-22, 1946 as a state of complete physical, mental and social well being and not merely the absence of disease or infirmity.  

The International Bill of Rights guarantees everyone the right to adequate health care in the event of sickness. Everyone has the right to necessary medical care and security in the event of unemployment, sickness, disability, widow-hood, or Old age under Art. 25 of the Universal Declaration of Human Rights of 10 December 1948.  Everyone has the right to enjoy the highest attainable standard of physical and mental health.  States shall assure all medical service and medical attention in the event of sickness under Art. 12 of the International Covenant on Economic, Social and Cultural Rights of 16 December 1966.  The achievement of the highest standards of health and the provision of health protection for the entire population, shall be, if possible, free of charge under Art. 10 of the Declaration on Social Progress and Development of 11 December 1969   

Americans are very dissatisfied with the health insurance system.  Nine out of 10 Americans think the United States health care system needs fundamental changes, 44% of view health reform as one of the most important issues and 29% as the most important issue  (Kaiser 2007).  In Europe the people have a more positive take on health although there is also considerable dissatisfaction.  Respondents who felt the health care system runs quite well were 25.6% in France, 36.9% in Germany, 3.4% in Italy, 28.5% in Sweden and 14.6% in the UK.  Minor changes were sought by 40.9% in France, 38.5% in Germany, 15.1% in Italy, 44.1% in Sweden and 27.4% in the United Kingdom.  29.6% of respondents in France felt that health care needs to be rebuilt, 18.9% in Germany, 76.9% in Italy, 25.2% in Sweden and 56% in the UK (Freeman 2000: 108).  

In a 2007 CBS / New York Times Poll of March 1, 2007 ninety percent of Americans believe the American health care system needs fundamental changes or needs to be completely rebuilt. Two-thirds of Americans believe the federal government should guarantee universal health care for all citizens.  34% said providing coverage for the uninsured was the most important health related issue, ahead of reducing the cost of health care (28%), improving the quality of health care (18%), and improving the Medicare prescription drug benefit (18%). For Americans with health insurance, hearing what the candidates have to say about reducing costs is nearly as important (29%) as what they have to say about covering the uninsured (31%). 
Among the uninsured themselves, providing health care coverage to all Americans far outstrips other problems as the health care issue they want the Presidential candidates to address.  Just one in five Americans are very satisfied with their own health care cost. A majority - 52% - are dissatisfied, including a third who is very dissatisfied. Thinking about the country as a whole, Americans are even more critical: 59% say they are very dissatisfied with the cost of health care in the U.S. overall and another 22% are somewhat dissatisfied. Those with insurance are twice as likely as those without to be satisfied with the quality of health care they receive.
Priorities also differ according to people’s political leaning. Republicans place a clear priority on hearing about lowering costs for health care. Democrats and Independents place top priority on hearing about coverage for the uninsured. There are partisan differences: four in ten Democrats think the government can do a better job than private companies but only two in ten Republicans agree; six in ten Republicans think the government would do worse (CBS 2007).   
Americans seem to have lost confidence in the ability of the government to manage important programs and some are thus reluctant to pay for such programs through taxes.  Many appear to believe it is more cost effective to have health care provided entirely by private entities.  The idea of a marketplace for healthcare, however, is an imperfect idea at best, and to hold medicine to the standards of a free market is particularly difficult.  In health care, a successful free market requires that consumers – whether individual patients or businesses purchasing insurance for their employees, be capable of determining and choosing the lowest cost and the highest quality.  The demands of consumers and of government regulators should lead to better care.  But relying solely on the marketplace forces people who are sick and vulnerable are left to fend for themselves with imperfect information.  It drives insurance companies to avoid covering people who need health care the most.  It means that medical expenses may dramatically affect the ability of a family to support their children’s education.  These outcomes are not good for the economy and do not lead to effective pressures to contain and reduce health-care costs or provide the most effective treatment (Cassel 2005: 7).

Medical care needs to be treated differently from other goods and services as the result of the high degree of uncertainty and unpredictability, which characterizes the consumption of medical care. Markets in health and welfare create greater inequality in a variety of ways.  First, by excluding poor and disadvantaged people from its benefits.  Second, by creating a two-tier system.  Third, by affecting the distribution of services and enabling more prosperous areas to attract better and more resources (Johnson 1995: 10-11).

There has been a significant growth in private market provision of health and welfare services over the last twenty years.  The pace and extend of the development of commercial services has differed from one country to another, in Sweden it is modest but in the United States there has been more substantial development.  After the fall of the Soviet Union significant section of the population wished to join in the fruits of Western capitalist consumerism.  If the state is to provide less, then other forms of provision must compensate if levels of service are to be maintained (Johnson 1995: 7&9).  Contracting out is one method by which the state financially supports private-market provision of health and welfare.  Less formally, the state may pay fees for the use of services and facilities without the benefit of a contract.  There are several other methods of state support.  First, tax relief on the contributions to private pension schemes.  Second, certain costs being borne by the state (Johnson 1995: 11)

The social welfare system in the United States has a long history of using public, 

voluntary, and privately owned for-profit agencies to deliver social services.  Referred to as a mixed economy of welfare these diverse arrangement can be traced back to colonial times, when public authorities contracted out with private parties to provide housing, food and medical care for the poor.  Public sector activities in the mixed economy of welfare expanded dramatically from the New Deal in 1935 to the War on Poverty and Medicare in the mid-1960s, as government played an increasing role in the finance and delivery of social services.  During the last twenty years however the mixed economy has undergone notable changes, with the responsibility for the delivery of social services steadily being transferred to units in the private sector.  

In terms of health care expenditures, 60 percent of the US $442.5 billion spent on health services and supplies in 1987 came from private sources and 40 percent from government programs (Norman 1995: 206-207). The Centers for Medicare and Medicaid Services (CMS) pegs the government’s share of health spending in the United States had risen to 45.3 percent ($548 billion in 1999). The argument for privatization rested mainly on notions of efficiency and competition.  Efficiency comes from the property rights theory of the firm.  The driving force of the private sector activity is said to be the profit motive.  By contrast, the public sector is organized around political norms, including representation and accountability. Policy making is a process which yields sub-optimization, whereby the need to compromise among competing interests gives a solution that is acceptable but not optimal (Johnson 1995: 209).

The rationale for privatization suggests that private provisions of welfare services benefit from the result of competition, profit incentives and private property rights, while public provision of services suffer inherent problems of overload, irrationality and excessive growth.  Those opposed to privatization argue that competition based on consumer satisfaction.  There is a big difference between the costs of privately run and public or non-profit hospitals.  The Health Care Financing Administration confirmed higher costs for investor owned hospitals of nearly 20 percent above that of government hospitals.  Lower costs were also found for non-profit hospitals ranging from 3 to 24 percent. Evidence suggests that for profit hospitals do not have higher quality of care than non-profit hospitals.  There seem to be few measurable ownership related differences in quality (Johnson 1995: 213)

Nursing homes on the other hand show a 5 percent to 15 percent cost reduction in for profit homes.  In a study of nursing homes operated by the Department of Veteran’s Affairs is was found that the average cost per patient day was 83 percent higher than the cost of comparable care by privately operated homes.  Many researchers attribute lower quality as the main factor accounting for lower costs.  Profit oriented homes employed fewer full time registered nurses and full time maintenance workers per patient than non-profit ones (Johnson 1995: 214-215).

The scope of markets in health and welfare varies from the United States - with the greatest reliance upon markets – to Sweden, where market penetration has made least progress, and life expectancy is longest.  There are two conceptions of social welfare, the residual and the institutional.  The residual system implies a minimal role for the state in the provision of welfare.  State services are provided at minimal levels on the basis of means tests, and are highly stigmatizing and there is a strong tendency to blame the victim.  Institutional welfare system have extensive and well developed public services which are seen as one of the main means by which people’s needs will be met. Universalism, well-articulated citizenship rights and an avowed aim of reducing stigma are features of institutional welfare (Johnson 1995: 225-226). Canada has a universal health care system based on a state insurance scheme that is 90 percent funded by the state.  The US relies on transfer payment, apart from Medicare and Medicaid that chiefly based on various forms of private insurance (Johnson 1995: 228)

In the eighties plans to reform the health care system were always market oriented.  By the 1990s the drive for universal coverage had begun (Johnson 1995: 235). Fiscal measure represent an alternative to direct subsidies as a means of stimulating private markets in health and welfare, they include the granting of tax concessions to private suppliers and arrangements which allow consumers to claim tax relief against expenditures on such things as private pensions, private health insurance or house purchase (Johnson 1995: 235).  Among the necessary attitudes is a respect for all service users and the recognition by professionals and bureaucrats that service users have not only the right to be heard but also the right to participate in policy formulation and service delivery. Another desirable attitude is freedom of information.  Strategies for empowerment may be judged by the degree to which they facilitate greater autonomy, especially among those groups to whom it has long been denied.  The sharing out of rights and resources should be done in order to give each individual his or her due measure of autonomy (Johnson 1995: 242).

There are different ways of paying for health care.  Hospital posts are usually salaried while doctors in local practice usually derive their income from fee-for-service or capitation payments.  The significance of this that while fee-for-service payments tends to maximize doctors earnings opportunities.  Salaried status implies that professionals are employees rather than independent contractors and that their work is potentially subject to organizations control.  Hospitals may hold an annual global budget for the treatment and care they provide or they may receive what are known as per diem payments for each day a bed is filled by a patient (Freeman 2000: 3)

In liberal capitalists countries a large number of goods are allocated in markets.  The delivery and financing of health services however differs in important ways from the production and consumption of market goods.  The supply and demand of health services are not directly regulated by prices, since they treat illness, and are generally paid for by third parties such as governments and insurance funds.  Providers and users of health care are insulated from the immediate cost implications of their decisions.  The demand for health care is an expression of the morbidity and mortality of individuals and populations.  Private health insurance represents one response to this problem, but it generates the problems of moral hazard and adverse selections, for which reason the health sector is seen to exhibit signs of market failure.  

The traditional response to market failure is to increase the role and responsibilities of the state.  Taking health care into public ownership makes it possible to control them directly resulting in a sophisticated administrative bureaucracy that is a single continuous organization of functions bound by rules and operating in a defined sphere of competence in which a lower office s supervised by and answerable to a higher one.  Effective administration of this kind is normally associated with a high degree of information gathering and strategic planning.  However the failings of the market are not necessarily corrected by the workings of the state.  Bureaucracies are stable systems, but they also tend to be exclusive and inflexible.  Public monopolies may promote equity in their application of standard rules and procedures but they may have less incentive to seek or maintain productive efficiency than market enterprises.  Public subsidy for health care, a single payer system, should however resolve issues of externalities (Freeman 2000: 4), ie. bio-terrorism and corruption, political persecution using insecure contractors as cover, medical billing, and inequality with other industrialized nations in health outcomes.  

Facing skyrocketing health care insurance premiums, reduced benefits, poorer health outcomes than other industrialized nations, that all have universal health coverage, and growing ranks of uninsured and underinsured - national, universal health insurance, paid with tax dollars, seems to be the only right answer - amongst a bewildering array of private and quasi-public alternatives, that invariably cost twice as much, generate conflicts of interest and require legislative mandates better spent on national insurance.  This book hopes to considerately iron out the conflicts of interests with the health insurance lobby and win the support of the American Medical Association (AMA) so that Congress will finally provide the long suffering American people with full coverage –single payer, universal health insurance, with the long term goal of nationalization.  

Chapter 1

The Goal of Universal Health Insurance
The United States is the only industrialized country in the world without a universal health insurance system.  Almost 20% of the non-elderly population lacks health insurance at any given time (Vladeck 2002).  While over half the population have health insurance coverage through their employers and almost all the elderly are covered through Medicare, more than one in every six non-elderly Americans (45 million) lacked health insurance in 2003. Over a third (36%) of families living below the poverty line are uninsured. Hispanic Americans (34%) are more than twice as likely to be uninsured as white Americans, (13%) while 21% of black Americans have no health insurance (Rowland & Hoffman 2005).  More than 9 million children lack health insurance and were twice as likely to die as insured children (Sullivan & Stoll 2005).  Although America leads the world in spending on health care, it is the only wealthy, industrialized nation, that does not ensure that all citizens have coverage (Institute of Medicine 2004).

Fig. 1-1 Health Insurance Coverage, 2001 to 2005
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Source: Center on Budget Policies and Priorities.  The Number of Uninsured Americans is at an All Time High. August 29, 2006 

In 2007 15%, 45 million people, including 9 million children, were considered uninsured in the United States.  They did not pay any health insurance premiums beyond the 2.9% federal Medicare tax, if they earned a taxable income at all.  54%, 162 million were insured through their employers.  5%, 15 million were insured individually.  13%, 39 million were insured through Medicaid.  12%, 36 million were insured through Medicare.  1%, 3 million are insured through other public insurance.  80% of the uninsured were employed.  They either were not offered benefits from their employer or could not afford to purchase it.  The remaining 20% were either unemployed or self-employed and not willing to pay high individual and family rates.  In its Concluding Observations of 2001, the Committee on the Elimination of Racial Discrimination recommended that the U.S. take appropriate measures to ensure that the right to access health care is non-discriminatorily afforded to all.  The most practical method of achieving universal coverage, that would least impact the existing statutory regime, is clearly to expand state Medicaid coverage to the uninsured on the basis of income.  

Fig. 1-2 Health Insurance Coverage in the US, 2006
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Source: Rowland, Diane ScD. Health Care Affordability and the Uninsured. Executive Vice President Kaiser Family Foundation and Executive Director Kaiser Commission on Medicaid and the Uninsured. Testimony to the Hearing on the Instability in Health Coverage of the Committee on Ways and Means Health Subcommittee. April 15, 2008
America’s Health Insurance Plans (AHIP), an organization that represent more than 1,300 health insurance companies, advocates for universal coverage through subsidies to existing private insurers.  Their plan is that the federal government would provide subsidies for the purchase of private coverage to individuals and families with incomes under 400 percent of the FPL. Individuals with incomes under 300 percent of the FPL should receive proportionally greater assistance.  People at 100 percent of the FPL should be eligible for Medicaid.  Insurers would become more reliant upon taxes but would continue to collect premiums from individuals and employers (AHIP 2006).  Combined with a single payer health insurance this plan is a good way for Congress to work with the existing system to immediately realize universal coverage, improve bio-security by prohibiting medical billing, increase leverage in medical price negotiations and have the standing to nationalize the health insurance industry when the time is ripe.

Growth in health care expenditure has consistently outpaced growth in Gross Domestic Product (GDP) for three decades. The portion of the US gross domestic product (GDP) that is devoted to health care more than doubled, from 7.1 percent in 1970 to 15.3 percent in 2003.  Although the US regularly spends more money on health care per person and as a percentage of its GDP than other Western industrialized nation, according to the World Health Organization, Americans have the lowest life expectancy and highest infant mortality rates, as well as the highest proportion of uninsured citizens.  More than forty-five million low-income US workers and chronically ill individuals are unable to purchase health insurance.  These individuals are much more vulnerable than the uninsured of the 1980s and 1990s because competition among health care providers has seriously eroded their access to charity care and other traditional safety nets.  Rising health care costs will leave at least 1 in 5 and perhaps as many as 1 in 4 Americans uninsured by 2009 (Coombs 2005: xiii).
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Fig. 1-3 Health Expenditure as a % of the U.S. GDP
Source: Center For Disease Control. Gross Domestic Product and National Health Expenditure

While the United States leads the world in spending on health care, countries spending substantially less than the US have healthier populations. The infant mortality rate for the U.S. is now higher than for many other industrial countries. A baby born in El Salvador has a better chance of surviving than a baby in Detroit. The infant mortality rate in Detroit is 15.5, compared to El Salvador's rate of 9.7.  Canadians live three years longer on average. Cubans have both a lower infant mortality rate than the United States and longer average lifespan (Rowland & Hoffman 2005).  Older Americans are significantly less healthy than their British counterparts - more diabetes, heart attacks, strokes, lung disease and cancer. Even the poorest Brits can expect to live longer than the richest Americans (Banks, Marmot, Oldfield, & Smith 2006). 

Fig. 1-4: Health Expenditures Per Capita 1970, 1980, 1990, 2003 (inc. % GDP and Life Expectancy 2006), 18 Countries

	 
	1970
	1980
	1990
	2003
	% GDP 
	Life Expectancy

2006

	Australia
	$252
	$691
	$1,306
	$2,886
	9.2%
	80.5

	Austria
	193
	770
	1,328
	2,958
	9.6
	79.07

	Belgium
	148
	636
	1,341
	3,044
	10.1
	78.77

	Canada
	299
	783
	1,737
	2,998
	9.9
	80.22

	Denmark
	384
	927
	1,522
	2,743
	8.9
	77.79

	Finland
	191
	590
	1,419
	2,104
	7.4
	78.5

	France
	205
	697
	1,532
	3,048
	10.4
	79.73

	Iceland
	163
	703
	1,593
	3,159
	10.5
	80.31

	Ireland
	117
	519
	794
	2,455
	7.2
	77.73

	Italy
	NA
	NA
	1,387
	2,314
	8.4
	79.81

	Japan
	149
	580
	1,116
	2,249
	8.0
	81.25

	Luxembourg
	163
	640
	1,533
	4,611
	7.7
	78.89

	Netherlands
	NA
	755
	1,435
	2,909
	9.1
	78.96

	Norway
	141
	665
	1,393
	3,769
	10.1
	79.54

	Sweden
	312
	944
	1,589
	2,745
	9.3
	80.51

	Switzerland
	351
	1,031
	2,029
	3,847
	11.5
	80.51

	United Kingdom
	163
	480
	987
	2,317
	7.8
	78.54

	United States
	352
	1,072
	2,752
	5,711
	15.2
	77.85


Source: Exhibits 2 & 4. Kaiser Family Foundation Health Care Spending in the United States and OECD Countries. January 2007 
Health systems in Europe are varied and commonly refer to two principal types of health system, national health services, funded by national taxation and social insurance funded by payroll contributions.  All European systems are single payer and offer universal coverage.  Tax based finance tends to imply universal coverage, the public ownership of health care facilities and a salaried medical profession.  Countries in the center of Western Europe have a social insurance system, France, Germany and Austria and the Benelux countries, others have national health services, Denmark, Sweden and the United Kingdom, Italy and Greece, Spain and Portugal.  National health services were established much later in southern Europe than in the UK and Scandinavia, in Italy in 1978 and Portugal in 1979 in Greece in 1983 and in Spain in 1986.  

Single payer systems face the same inflationary problems as the US market based system, but they are better equipped to negotiate with them.  A major problem in the US has been that health care spending grows more than 100 percent faster than the GDP, or wages.  In Europe real health spending grew 70 percent faster than GDP from 1960 to 75 but only 30 per cent faster in the period immediately after that.  Sweden was the only country to reduce its proportionate health spending before 1985 by a strategy of central and local government cost containment.  It is the single-payer who is best able to counteract the ability of providers to increase their income by increasing the supply of services and the fees charged for them. Health spending in Germany was controlled much more radically and quicker than in France, where it has continued to rise (Freeman 2000: 44).  Tax based systems are clearly much easier to control than social systems, probably because of the disproportionate bargaining power of corporations.  Single payer insurance may not be the answer to all inflation in health costs but it greatly simplifies negotiation.

Fig. 1-5 Health Care Expenditures as % of GDP, 8 Countries





Source: Kuttner, Robert. Market Based Failure – A Second Opinion on Health Care Costs.  New England Journal of Medicine. Volume 358:549-551. February 7, 2008

Different systems work in similar ways according to a common pattern and share common goals.  Health policy objectives include adequacy and equity in access, income protection, efficiency at both macro and micro levels, a degree of freedom of choice for consumers and of autonomy for providers.  In pursuing these aims, whether they are financed by taxation or by social insurance, health system are dominated by public spending to varying degrees and most resources are concentrated in hospitals. There is not that much difference between tax based and insurance based systems.  Taxation may be thought of as a form of compulsory insurance while insurance premiums are normally levied as a compulsory payroll tax on employers and employees (Freeman 2000: 6&7) 

For a health-financing system to work it must include a method for prepayment of financial contributions for health care, with a view to sharing risk among the population and avoiding catastrophic health-care expenditure and impoverishment of individuals as a result of seeking care. They must ensure adequate and equitable distribution of good-quality health care infrastructures and human resources for health so that the insurees will receive equitable and good-quality health services according to the benefits package.  Nations must plan the transition to universal coverage of their citizens so as to contribute to meeting the needs of the population for health care and improving its quality, to reducing poverty and to achieve health for all WHA58.33.

Although various organizational options exist for achieving universal coverage, a key common characteristic of successful systems is that some part of the financial contributions of households is prepaid and pooled. These contributions typically are the predominant source of domestically generated health expenditure at the national level.  There needs to be heavy reliance on compulsory sources of funding, such as taxes of various forms, payroll deductions, or mandatory insurance contributions. Voluntary prepayment can play a role in certain settings, but universal coverage is unlikely to be achieved on the basis of voluntary contributions alone. There are two major methods for collecting health finance.  The first is use of general tax revenue as the main source of finance for risk pooling, a system also referred to as tax-funded health financing. The second is introduction of social health insurance, used here to describe the situation where specific contributions for health are collected from workers, self-employed people, enterprises and the government, and are pooled into a single, or multiple, “social health insurance fund” A/58/20.

The key distinction between social and private is that membership of social insurance schemes tends to be compulsory where private insurance arrangements are voluntary.  Private insurance premiums tend to be risk related meaning that payments are calculated to reflect the different levels of risk related to age and sex for example of different individuals falling ill.  Social insurance contributions reflect the collective risk of insured members, the general liability of the fund.  The important difference between funding health care by general taxation and by social insurance is that insurance contributions are usually both clearly identified and hypothecated.  Social insurance payments are effectively pseudo taxes, which enable governments to raise revenues for health care.  Political pressures tend to cause health costs to increase more rapidly than wages (Freeman 2000: 3) 

National health services tend to absorb lower proportions of national wealth than do social insurance schemes.  While France and Germany spend roughly 10 percent of their GDP on health care, Italy and Sweden spend between 7.5 percent and 8.5 percent and the UK less than that.  As a proportion of all health spending, public expenditure on health is higher in Sweden and the UK than France and Germany, though it is less than in Italy (Freeman 2000: 44). Social insurance systems absorb larger amounts of GDP than national health services and slightly lower proportions of their funding are derived from public sources.  In 1996 contributions averaged 19.6 percent of total salary in France and 13.5 percent in Germany.  Statutory payments made by insurers to providers make up nearly 70 percent of health spending in Germany, government funding which comes from federal, regional and local sources accounts for a further 10 percent, user charges account for 11 percent and private insurance 7 percent.  French social insurance accounts for slightly more than 70 percent of all health spending, supplementary insurance provided by the mutuelles and for profit insurers for a further 10 percent, co-payments for 12.5 percent and other public funding for 4 percent (Freeman 2000: 56) 

Government health insurance programs are much less bureaucratic and spend less on administration than do private insurers.  For example, Medicare spends only about 2 percent of its funds on administration while private insurers spend 15 percent.  One comparison estimated that administrative cost of insurers and health care providers accounts for 31 percent of health spending in the United States but only 17 percent in Canada.  85 percent of Americans have health insurance.  In 2005 80 million Americans were covered by government programs, mostly Medicare and Medicaid, plus other programs such as veteran’s health.  In 2004 the government paid for 44 percent of health care while private insurance paid only 36 percent and most of the remaining 20 percent was out of pocket. As recently as 2001 65 percent of Americans had employment based coverage but in 2006 it was down to 59 percent (Krugman 2007: 223-224).

The symbolic achievement of national health services is the socialization of health care, public funding and delivery.  The social insurance systems France and Germany achieve comparable goals in contrasting ways.  The national health services represent a particular form of the socialization of health care in which extensive responsibilities are assumed by the state.  The nationalization of health care in the UK took place in an economic and ideological context deeply affected by war, a struggling sector made up of local government, charitable and private providers was taken over by a state confident in its capacity to manage key national resources.  Not least because of its timing the nationalization of health care went much further in the UK than in Italy, and came to be most extensively developed in Sweden.  Each country retains a system of patient co-payment (Freeman 2000: 38)

More than in any other major industrial country, the cost of treatment is a major barrier to

access in the U.S. Over 40% of the uninsured do not have a regular place to go when

they are sick and over a third of the uninsured say that they or someone in their family

went without needed care, including recommended treatments or prescription drugs in the

last year, because of cost.  Unequal access to health care has clear links to health outcomes. The uninsured are less likely to have regular outpatient care, so they are more likely to be hospitalized for avoidable health problems. Once in hospital, they receive fewer services and are more likely to die in the hospital than are insured patients. They also receive less preventive care. The Institute of Medicine estimates that at least 18,000 Americans die prematurely each year solely because they lack health insurance. Being born into an uninsured household increases the probably of death before age one by around 50% (Rowland & Hoffman 2005).  As inequalities grew over the past three decades poverty has had an increasing role in decreasing life expectancy from a 1 year difference in 1980 to 5 years in 2000 (Waldron 2007).  
The private insurance system's main techniques for holding down costs are practicing risk selection, limiting the services covered, constraining payments to providers, and shifting costs to patients. But given the system's fragmentation and perverse incentives, much cost-effective care is squeezed out, resources are increasingly allocated in response to profit opportunities rather than medical need, many attainable efficiencies are not achieved, unnecessary medical care is provided for profit, administrative expenses are high, and enormous sums are squandered in efforts to game the system. The result is a blend of over-treatment and under-treatment — and escalating costs. Researchers calculate that between one fifth and one third of medical outlays do nothing to improve health.  Money should not be the motivating factor in the provision of medical services.  Whereas too much medication and unnecessary procedures to prove a person is receiving high cost care, may be even more dangerous, in most circumstances, than no treatment at all, the goal has become adequate care, and no amount of money can provide it. 
A comprehensive national system is far better positioned to match resources with needs — and not through the so-called rationing of care. (It is the U.S. system that has the most de facto rationing — high rates of un-insurance, exclusions for preexisting conditions, excessive deductibles and co-payments, and shorter hospital stays and physician visits.) A universal system suffers far less of the feast-or-famine misallocation of resources driven by profit maximization. It also saves huge sums that our system wastes on administration, billing, marketing, profit, executive compensation, and risk selection. When the British National Health Service faced a shortage of primary care doctors, it adjusted pay schedules and added incentives for high-quality care, and the shortage diminished. Our commercialized system seems incapable of producing that result (Kuttner 2008).  

The cost of nationalizing health insurance by prohibiting private insurance plans from collecting premiums from those above the FPL would be much higher for the government, although cheaper to society as a whole.  Government health expenditures would need double to cover the benefits provided by private health insurance and out of pocket expenses but this would be offset by increased tax revenues earned from eliminating tax subsidies for the purchase of private health insurance premiums.  For instance, an estimated $14.5 billion were collected in State Premium Taxes from health insurance companies (AHIP 2007).  The federal government gives taxpayers 80% credit for the purchase of private employer and individual health insurance plans so that there would be roughly $750 billion more of taxable income to offset the $650 billion in benefits paid by private health insurers.  Theoretically no increase in taxation would be necessary, increased tax revenues would merely need to be diverted to the Centers for Medicare, Medicaid and SCHIP (CMS) and more taxes could levied on the richest 5%.  

Insuring the uninsured in a social insurance system, that would not disrupt the insurance industry, would not cost that much.  As demonstrated by their lack interest, the uninsured are generally in good health, they are not big consumers of health care.  In 2001 uninsured Americans received about $35 billion worth of uncompensated care through a patchwork of funding from hospitals, clinics, government programs and private sources.  Total government spending for the uninsured already accounted for 80 to 84 percent of their treatment.  It is estimated that to provide needed medical coverage for the uninsured would cost $44.9 billion in public programs or $68.7 billion in private insurance plans (Coombs 2005: 264).  

$55 billion is a reasonable estimate for implementing the AHIP plan to achieve universal health insurance in 2009.  A single payer system could be implemented at the same time for the estimated cost of $300 million to the government, for the printing of electronic health record cards for every citizen, another $1 billion to expand CMS claims processing and $250 for providers to purchase card scanners and computer software via which CMS would pay and bankrupt all health care claims.  The transition to universal coverage does not need to be expensive.  This amount could be levied by increasing the Medicare taxation on the richest 5%.  The taxpayers would be relieved to know they were investing in national health insurance futures.  They would be immediately rewarded altruistically with the knowledge their tax dollars were paying for universal coverage for the working poor.  Seeing the single payer system work would assure them that bill and premium free national health insurance was in near future for them as well.  
Chapter 2

HR 676 National Health Insurance Act / Medicare for All
H.R. 676, the “National Health Insurance Act/Expanded and Improved Medicare for All” offers to provide for comprehensive health insurance coverage for all United States residents.  The bill would change the financial system by instituting a single payer health insurance system that finances hospitals and health care providers on the basis of need rather than by the procedure.  The Act will reduce health disparities by race, ethnicity, income and geographic region, and to provide high quality, cost-effective, culturally appropriate care to all individuals regardless of race, ethnicity, sexual orientation, or language Representative John Conyers (MI-14) introduced the bill on January 14, 2007, at the beginning of the 110th Congress.  As of April 2008 there were 89 cosponsors.

The Plan is to provide everyone with free health insurance by nationalizing private health insurers and eventually raising taxes to cover the cost of health care. The Plan will provide comprehensive universal coverage through a single-payer system of privately delivered, publicly financed healthcare - better healthcare at less cost.  The United States National Health Insurance Act (or the Expanded and Improved Medicare for All Act) - Establishes the United States National Health Insurance (USNHI) Program (the Program) to provide all individuals residing in the United States and in U.S. territories with free health care that includes all medically necessary care, such as primary care and prevention, inpatient care, outpatient care, prescription drugs, emergency care, long term care, dental care, chiropractic services, vision, hearing, and mental health services.  

Under section 101 anyone residing in the United States would be eligible after filling out a form at the office of any licensed clinician.  The form would not be longer than 2 pages, and they would receive a card in the mail.  Under section 102(c) there would be no cost sharing, co-payment or deductible. Institutions would be prohibited from participating in the Program unless it is a public or nonprofit institution, for profit institutions would be given 15 years government financial assistance to make the conversion under section 103(a). Nonprofit health maintenance organizations (HMOs) that actually deliver care in their own facilities would be allowed to participate in the Program under section 103(c).  Patients would be given the freedom of choose from participating physicians and institutions. Private health insurers would be prohibited from selling health insurance coverage that duplicates the benefits provided under this Act with the exception of such insurers who sell benefits that are not medically necessary, such as cosmetic surgery benefits under section 104.  

Under section 211 the USNHI Trust Fund would finance the Program with amounts deposited: (1) from existing sources of Government revenues for health care; (2) by increasing personal income taxes on the top 5% income earners; (3) by instituting a progressive excise tax on payroll and self-employment income; and (4) by instituting a small tax on stock and bond transactions.  Under section 303 the Program gives first priority in retraining and job placement and unemployment benefits to individuals whose jobs are eliminated due to reduced administration.
Under non-bureaucratic single-payer, society would save close to $300 billion a year in healthcare costs – by eliminating private insurers and their wasteful administrations, advertising, commissions, profiteering and multi-million dollar CEO salaries. To legislate the redistribution of wealth it has been proposed to amend the Internal Revenue Code of 1986 to limit the deductibility of excessive rates of executive compensation to an amount equal to 25 times the lowest compensation for services performed by any other full-time employee during such taxable year to encourage a more equitable redistribution of wealth in existing corporate systems under Bill # H.R.3876.  

In 2003 the Physicians’ Working Group for Single Payer National Health Care System proposed to eliminate all for profit hospitals and private insurance plans and the creation of a single payer national health care system that would cover every American and be financed entirely with government funds.  The doctors say the efficiency of such a plan would save enough to pay for health insurance of all citizens who lacked coverage.  Under their proposed system, modeled after the Medicare system, the government would pay private doctors to provide services and would cover all medically necessary services, including long-term care, mental health and dental services, and prescription drugs and supplies.  Panels of medical experts and community representatives would determine what services were medically necessary and effective.  By eliminating the high overhead and profits of private, investor owned insurance companies; the new system would save at least $200 billion a year.  An increase in taxes to fund the new system would be fully offset by the elimination of insurance premiums and out-of-pocket costs.

The rationale is that the United States spends more than twice as much on health care as the average of other developed nations, all of which boast universal coverage. Yet over 39 million Americans have no health insurance whatsoever, and most others are underinsured, in the sense that they lack adequate coverage for all contingencies (e.g., long-term care and prescription drug costs.  The U. S. is different because we alone treat health care as a commodity distributed according to the ability to pay, rather than as a social service to be distributed according to medical need. In a market-driven system, investor-owned firms compete not so much by increasing quality or lowering costs, but by avoiding unprofitable patients and shifting costs back to patients or to other payers. This creates the paradox of a health care system based on avoiding the sick. It generates huge administrative costs, which, along with profits, divert resources from clinical care to the demands of business. In addition, satellite businesses, such as consulting firms and marketing companies, consume an increasing fraction of the health care dollar.

Fundamental change is needed in America’s health care - the creation of a comprehensive National Health Insurance (NHI) Program – is the only solution. Such a program - which in essence would be an expanded and improved version of Medicare - would cover every American for all necessary medical care. Most hospitals and clinics would remain privately owned and operated, receiving a budget from the NHI to cover all operating costs. Investor-owned facilities would be converted to not-for-profit status, and their former owners compensated for past investments. Physicians could continue to practice on a fee-for-service basis, or receive salaries from group practices, hospitals or clinics.

A National Health Insurance Program would save at least $150 billion annually by eliminating the high overhead and profits of the private, investor-owned insurance industry and reducing spending for marketing and other satellite services. Doctors and hospitals would be freed from the concomitant burdens and expenses of paperwork created by having to deal with multiple insurers with different rules - often rules designed to avoid payment. During the transition to an NHI, the savings on administration and profits would fully offset the costs of expanded and improved coverage. NHI would make it possible to set and enforce overall spending limits for the health care system, slowing cost growth over the long run.  Most economists try to limit inflation in cost growth to 3% annually, to match average increases in wages (Sanders 2007: 248).

A National Health Insurance Program is the most affordable and most effective option for universal, comprehensive coverage. Under the current system, expanding access to health care inevitably means increasing costs, and reducing costs inevitably means limiting access. But an NHI could both expand access and reduce costs.  NHI would squeeze out bureaucratic waste and eliminate the perverse incentives that threaten the quality of care and the ethical foundations of medicine.

Four principles shape the vision of reform:

1. Access to comprehensive health care is a human right. It is the responsibility of society, through its government, to assure this right. Coverage should not be tied to employment. Private insurance firms’ past record disqualifies them from a central role in managing health care.

2. The right to choose and change one’s physician is fundamental to patient autonomy. Patients should be free to seek care from any licensed health care professional.
3. Pursuit of corporate profit and personal fortune have no place in care-giving and they create enormous waste. The U.S. already spends enough to provide comprehensive health care to all Americans with no increase in total costs. However, the vast health care resources now squandered on bureaucracy (mostly due to efforts to divert costs to other payers or onto patients themselves), profits, marketing, and useless or even harmful medical interventions must be shifted to needed care.

4. In a democracy, the public should set overall health policies. Personal medical decisions must be made by patients with their caregivers, not by corporate or government bureaucrats.
A single public plan would cover every American for all medically-necessary services including: acute, rehabilitative, long term and home care, mental health, dental services, occupational health care, prescription drugs and supplies, and preventive and public health measures. Boards of expert and community representatives would assess which services are unnecessary or ineffective, and exclude them from coverage. As in the Medicare program, private insurance duplicating the public coverage would be proscribed. Patient co-payments and deductibles would also be eliminated.  Only a single comprehensive program, covering rich and poor alike, can end disparities based on race, ethnicity, social class and region that compromise the health care of the American people. A single payer program is also key to minimizing the complexity and expense of billing and administration.  Public administration of insurance funds would save tens of billions of dollars each year. Our private health insurers and HMOs now consume 13.6 percent of premiums foroverhead1, while both the Medicare program and Canadian NHI have overhead costs below 3 percent. Our multiplicity of insurers forces U.S. hospitals to spend more than twice as much as Canadian hospitals on billing and administration, and U.S. physicians to spend about 10 percent of their gross incomes on excess billing costs. Only a true single payer system would realize large administrative savings. Perpetuating multiple payers - even two - would force hospitals to maintain expensive cost accounting systems to attribute costs and charges to individual patients and payers. 

The NHI would pay each hospital a monthly lump sum to cover all operating expenses - that is, a global budget. The hospital and the NHI would negotiate the amount of this payment annually, based on past expenditures, previous financial and clinical performance, projected changes in levels of services, wages and input costs, and proposed new and innovative programs. Hospitals would not bill for services covered by the NHI. Hospitals could not use any of their operating budget for expansion, profit, excessive executives’ incomes, marketing, or major capital purchases or leases. Major capital expenditures would come from the NHI fund, but would be appropriated separately based upon community needs. Investor-owned hospitals would be converted to not-for-profit status, and their owners compensated for past investment.

The NHI would include three payment options for physicians and other practitioners: fee-for-service; salaried positions in institutions receiving global budgets; and salaried positions within group practices or HMOs receiving capitation payments. Investor-owned HMOs and group practices would be converted to not-for-profit status. Only institutions that actually deliver care could receive NHI payments, excluding most current HMOs and some practice management firms that contract for services but don’t own or operate any clinical facilities.

The NHI would cover disabled Americans of all ages for all necessary home and nursing home care. Anyone unable to perform activities of daily living (ADLs or IADLs*) would be eligible for services. A local public agency in each community would determine eligibility and coordinate care. Each agency would receive a single budgetary allotment to cover the full array of long term care services in its district. The agency would contract with long term care providers for the full range of needed services, eliminating the perverse incentives in the current system that often pays for expensive institutional care but not the home-based services that most patients would prefer.

Funds for the construction or renovation of health facilities, and for major equipment purchases would be appropriated from the NHI budget. Regional health planning boards of both experts and community representatives would allocate these capital funds. Major capital projects funded from private donations would require approval by the health planning board if they entailed an increase in future operating expenses.

NHI would pay for all medically necessary prescription drugs and medical supplies, based on a national formulary. An expert panel would establish and regularly update the formulary. The NHI would negotiate drug and equipment prices with manufacturers, based on their costs (excluding marketing or lobbying). Where therapeutically equivalent drugs are available, the formulary would specify use of the lowest cost medication, with exceptions available in case of medical necessity. Suppliers would bill the NHI directly (for the negotiated wholesale price plus a reasonable dispensing fee) for any item in the formulary that is prescribed by a licensed practitioner.

NHI would disburse virtually all payments for health services. Total expenditures would be set at approximately the same proportion of the Gross National Product as in the year preceding the establishment of NHI.  Funds for the NHI could be raised through a variety of mechanisms. In the short run private insurance companies, who would no longer charge premiums would be charged by the government for their $2-4 trillion in assets, with consideration for just compensation. In the long run, funding based on an income or other progressive tax is the fairest and most efficient solution, since tax-based funding is the least cumbersome and least expensive mechanism for collecting money.
NHI would establish a right to comprehensive health care based upon a person’s social security number.  The patient would have free choice of providers and the financial threat of illness would be eliminated. Taxes would increase, but would be more than offset by the elimination of insurance premiums and out-of-pocket costs.  Physicians would have a free choice of practice settings and treatment would no longer be constrained by the patient’s insurance status.  Nurses and other personnel would enjoy a more humane and efficient clinical milieu. The burdens of paperwork associated with billing would be lightened. The jobs of many administrative and insurance employees would disappear, necessitating a major effort at job placement and retraining.  Hospitals’ revenues would become stable and predictable. More than half of the current hospital bureaucracy would be eliminated, and the remaining administrators could focus on facilitating clinical care and planning for future health needs.  The insurance/HMO industry would have virtually no role in health care financing, since public insurance administration is more efficient, and single source payment is the key to both equal access and cost control.  Firms now providing generous employee health benefits would probably realize savings because their tax contribution to NHI would likely be less than current health insurance costs.  Ample evidence indicates that removing financial barriers encourages timely care and improves health.
Two thirds of the physicians who responded to a 2003 survey in Massachusetts, a state with high managed care market penetration, favored a single-payer system.  The same proportion said they would take a 10 percent reduction in fees in return for a very substantial reduction in paperwork.  A slightly smaller number said they would agree to a salary system, if their incomes were reduced by no less than 10 percent.  A resounding 89 percent felt that society has the responsibility, through its government, to provide everyone with good medical care, whether they can afford it or not (Coombs 2005: 272).

A survey of 2193 AMA physicians found that 83 percent of psychiatrists, 69 percent of emergency specialists, 65 percent of pediatricians, 60 percent of family physicians and 55 percent of general surgeons favor a national health insurance plan.  Overall more than half of doctors now favor switching to a national health care plan and fewer than a third oppose the idea.  Current overall support 59% increased by 10% from 2002 49% (Carroll & Ackerman 2008).

In a 2007 CBS / New York Times Poll of March 1, 2007 ninety percent of Americans believe the American health care system needs fundamental changes or needs to be completely rebuilt. Two-thirds of Americans believe the federal government should guarantee universal health care for all citizens.  34% said providing coverage for the uninsured was the most important health related issue, ahead of reducing the cost of health care (28%), improving the quality of health care (18%), and improving the Medicare prescription drug benefit (18%). For Americans with health insurance, hearing what the candidates have to say about reducing costs is nearly as important (29%) as what they have to say about covering the uninsured (31%). 
Fig. 2-1 Public Assessment of the State of the US Health Care System
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Among the uninsured themselves, providing health care coverage to all Americans far outstrips other problems as the health care issue they want the candidates to address.  59% of Americans say they are very dissatisfied with the cost of health care in the U.S. overall and another 22% are somewhat dissatisfied. Those with insurance are twice as likely as those without to be satisfied with the quality of health care they receive. People with lower incomes typically report much higher levels of worry about their own health care than their higher-income counterparts. In December 2007, over half (56%) of those with incomes under $20,000 report high levels of worry, compared with about one-quarter (24%) of those with incomes over $50,000. Although the level of worry among the lowest income group decreased slightly between June and October 2007 (from 59% to 51%), in the December tracking poll (56%), worries for this group were closer to those observed earlier in the year.
Fig. 2-2 Concern with Health Care System by Income
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Source: Kaiser Health Security Watch. December 2007
It will not be easy for Americans to get meaningful legislation in the public interest. Health interests spend more on federal lobbying than any other economic sector—$444.7 million in 2007. There are four times as many health care lobbyists in Washington as there are members of Congress.  Over the next decade, the federal government will give the drug and health care industries an estimated $822 billion as a result of the 2003 enactment of Medicare Part D, the Medicare prescription drug plan, alone.  The wealthy also tend to be complacent regarding health care although the self employed are very displeased with the high cost of their individual and family plans.  The public will have to represent the interests of the poor who tend not be politically active.

Since 1993, more people have said they think the Democratic Party would do a better job dealing with health care than the Republican Party. In most years, around four in ten people have chosen the Democrats, while around two in ten have chosen the Republicans. In January 2008, the gap between the two parties on this question reached a historic high, with more than half (51 percent) saying they think the Democratic Party would do a better job, compared with 15 percent who chose the Republican Party.  The parties themselves differ.  Republicans place a clear priority on hearing about lowering costs for health care. Democrats and Independents place top priority on hearing about coverage for the uninsured. There are partisan differences: four in ten Democrats think the government can do a better job than private companies but only two in ten Republicans agree; six in ten Republicans think the government would do worse (CBS 2007).  Although the public tends to favor Democrats more than Republicans the American people are highly distrustful of the intrusion of the government in health care matters.  The political parties must put greater faith in the government.  
Fig. 2-3 Party Trust in Dealing with Health Care
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Source: Kaiser Public Opinion Spotlight. April 2008
Are voters ready for universal health insurance?  The vast majority of Americans clearly want change in the health care system.  The poor want universal health insurance and the rich are tired of the high cost of health insurance.  The solution for both can be found in the National Health Insurance Act.  Is Congress ready to make the transition to NHI?  There is clearly a divide between Republicans and Democrats.  The Democrats seem to represent the interests of the people for universal health insurance while there is little confidence in the Republican reliance upon private health insurance.  Accountability is certainly a priority in the transition and we must prove that there are enough tax revenues to finance health care everyone without creating an unbearable tax burden or following in the footsteps of Clinton who thought to cover everyone without raising taxes or try to make the transition while at war.  The taxpayers themselves seem to support NHI.  Because of the great amount of money involved a transition to national heath insurance should be gradual to test the theory.   

Chapter 3

National Health Expenditure Accounts
According to CMS National Health Expenditure Accounts that date back to 1960 U.S. health care spending growth accelerated slightly in 2006, increasing 6.7 percent compared to 6.5 percent in 2005. Total health expenditures reached $2.1 trillion, which translates to $7,026 per person or 16 percent of the nation's Gross Domestic Product. The health spending share of GDP remained relatively stable in 2006, up by only 0.1 percentage point from 2005.  As a share of the economy, health care has risen from 7.2% of GDP in 1965, to 8.8% of GDP in 1980, to 11.8% in 1991, to 13.4% in 2000, to over 16% of GDP today, and it is projected to be 20% of GDP just 10 years from now, unless cost containment methods are effective. Despite the high cost, the U.S. does not appear to provide greater health resources to its citizens or achieve substantially better health benchmarks compared to other developed countries.  
Fig. 3-1 Health Expenditure as a % of the U.S. GDP
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Source: Center For Disease Control. Gross Domestic Product and National Health Expenditure

After 3 years of declining costs the 2006 growth rate of 6.9% was the lowest since 1999.  Health spending share of gross domestic product (GDP) in 2005 was 16.0 percent, slightly higher than the 15.9 percent share in 2004.  Health expenditure tends to be counter-cyclical and in times of recession health spending, particularly Medicaid, tends to increase.  In 2005, governments financed 40 percent, $902.7 billion, of all health services and supplies while private sources financed the remaining 60 percent ($1,085 billion).   Private health insurance premium growth also slowed in 2005, increasing 6.6 percent to $694.4 billion, compared with 7.9 percent in 2004.  This was the third straight year that premium growth decelerated and the slowest rate of growth since 1997.  The employer share of private health insurance was 74.4 percent in 2005, with employees paying the remaining 25.6 percent.  Out-of-pocket spending for health care reached $249.4 billion in 2005 (Catlin, Cowan, Heffler & Washington 2007). 

Fig. 3-2 National Health Expenditures and Growth by Source of Funds 1970-2005
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Source: Catlin, Aaron; Cowan, Cathy; Heffler, Stephen; Washington, Benjamin. National Health Spending in 2005. Health Affairs 26:1 (2007)
Medicare: In 2006, total Medicare spending grew to $401.3 billion. The introduction of the Part D benefit, which provided beneficiaries with coverage for prescription drugs, accelerated total Medicare spending; it grew 18.7 percent in 2006 compared to 9.3 percent in 2005. A 25 percent increase in Medicare Advantage enrollment in 2006 influenced a dramatic 48 percent increase in Medicare Advantage spending. At the same time, traditional fee-for-service enrollment declined 3.8 percent and its share of total Medicare spending fell from 86 to 82 percent. In 2003 Medicare paid for about 20 percent of all physician and clinical services, about 30 percent of hospital costs and home health care and 25 percent of all durable medical equipment (Cassel 2005: 117).
The expenditures for Medicare have increased from $7.7 billion in 1970 to $74.1 billion in 1986 to $159.3 billion in 1994 to $342 billion in 2005.  Between 1980 and 1985 Medicare out of pocket costs for hospital services covered by the program increased by 49% and for physician and outpatient services by 31%.  By 1984 the elderly paid as much in out of pocket health costs as a percentage of their income 15% as they had in 1965 when Medicare was enacted (Oberlander 2003: 60).  Inadequate Medicare coverage encourages a market for supplemental health insurance.  In 1999 this gap was filled by employer-sponsored coverage for 33 percent of beneficiaries, by private policies, called Medigap, for 27 percent, and by Medicaid for 11 percent (Cassel 2005: 95).
Medicaid: Total Medicaid spending declined for the first time since the program’s inception, falling 0.9 percent to $308.6 billion. The introduction of Part D, which shifted drug coverage for dual eligibles from Medicaid into Medicare, contributed to the decline. Other reasons for the decline include continued cost containment efforts by states and slower enrollment growth, due to more restrictive eligibility criteria and a stronger economy. Payments to Medicaid recipients have increased rapidly, rising from $41.1 billion in 1985 to $107.9 billion in 1994 (HIAA 1997: 3).  
Private Health Insurance: Private health insurance premiums grew 5.5 percent in 2006 to $723.4 billion. This is the slowest rate of growth since 1997. This slowdown reflects a decline in private health insurance spending for prescription drugs, as well as a slowdown in underlying benefits. Benefit payment growth slowed, from 6.9 percent in 2005 to 6.0 percent in 2006, reaching $634.6 billion. The ratio of net cost of private health insurance (the difference between premiums and benefits) to total private health insurance premiums was 12.3 percent in 2006, slightly lower than 12.7 percent in 2005. 

Fig: 3-3 Pie Chart of Health Care Finance 
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Source: CMS National Health Expenditure Accounts
Out-of-Pocket: Out-of-pocket spending grew 3.8 percent to $256.5 billion, a deceleration from 2005. This slowdown is attributable to the negative growth in out-of-pocket payments for prescription drugs, mainly due to the introduction of Medicare Part D benefit. Out-of-pocket spending accounted for 12 percent of national health spending in 2006; this share has steadily declined since 1998, when it accounted for 15 percent of health spending. Out-of-pocket spending relative to overall household spending, however, has remained fairly flat since 2003. Out of pocket spending for seniors is higher than it was before Medicare.  The premiums, deductibles and co-payments associated with Medicare and Medicare supplemental insurance consume a significant portion of senior’s income.  In 1965, before Medicare, older adults spent 19 percent of their personal income on health care.  In 1968, the percentage dropped to 11 percent.  In 2002, the typical senior on Medicare spent 22 of income on health care, an average of $3,757 per year.  For those in poor health, 10 percent of Medicare beneficiaries pay an average of $9,174 or more out of pocket.  More than $9,000 per year obviously has greater impact on lower-income households (Cassel 2005 97-98).  

Fig. 3-4 National Health Expenditures by Spending Category 1970-2005
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Source: Catlin, Aaron; Cowan, Cathy; Heffler, Stephen; Washington, Benjamin. National Health Spending in 2005. Health Affairs 26:1 (2007)
Hospitals: Hospital spending continued a gradual deceleration (from 8.2 percent growth in 2002), growing 7.0 percent in 2006 to $648.2 billion. The 2006 trend was partially driven by a lower utilization of hospital services, especially within Medicare, as fee-for-service inpatient hospital admissions declined. 

Physician and Clinical Services: Spending on physician and clinical services also slowed, growing 5.9 percent in 2006 to $447.6 billion; this is the slowest rate of growth since 1999. The slowdown was driven by a deceleration in price growth, fueled by a near freeze on Medicare physician payments (the fee schedule update was 0.2 percent in 2006) which influenced private payers as well. 

Other Professional Services: Spending on other professional services, which include therapists, chiropractors, optometrists, and podiatrists, decelerated in 2006, growing 4.9% to $58.9 billion. 

Dental Services: Spending on dental services also slowed in 2006, growing 5.7 percent to $91.5 billion. 

Other Personal Health Care: Spending for other personal health care services accelerated in 2006, growing 9.5 percent to $62.2 billion. 

Home Health: Spending for freestanding home health care services decelerated from 12.3 percent in 2005 to 9.9 percent in 2006, partially due to a reduction in price growth. Despite the 2006 deceleration, home health care continues to be the fastest growing component of Personal Health Care spending. Expenditures were $52.7 billion in 2006. 

Nursing Homes: Spending for freestanding nursing homes reached $124.9 billion in 2006. Growth was 4.9 percent in 2005 and decelerated to 3.5 percent in 2006, which is the slowest rate of growth since 1999. This deceleration is partially attributable to a reduction in nursing home price growth. 

Prescription Drugs: Prescription drug spending accelerated for the first time in six years, from a low of 5.8 percent in 2005 to 8.5 percent in 2006. Spending reached $216.7 billion. Roughly half of this growth was due to increased use of prescription drugs (partly a result of coverage now available under Part D), as well as new indications for existing drugs, growth in therapeutic classes, and increased use of specialty drugs. A higher generic dispensing rate in 2006 helped to restrain spending growth, which despite the acceleration still remained well below the average annual growth of 13.4 percent per year between 1995 and 2004. 
Before the 1990s the growth in hospital and physician services eclipsed expenditures for prescription drugs, reducing the pharmaceutical share of total health care expenditures to less than 6 percent.  A surge of expansion since 1995 has increased this to more than 10 percent, with annual growth rates rising from 6.5 percent in 1993 to 26 percent in 1999 (Cassel 2005: 141).  After 1997, when the US FDA relaxed the rules on drug advertising, direct to consumer advertising rapidly increased, taking up about $2.5 billion of a $15.7 billion marketing budget for the industry by 2000. The costs of drug expenditures for private insurers rose from almost nothing in 1965 to about one third of total costs in 1990 and over half by 1998.  Out of pocket costs also increased.  Even with MMA out of pocket expenses are likely to grow.  Nearly half, 48 percent of the increasing cost for prescription drugs through the 1990s are attributable to greater use of prescription drugs (Cassel 2005: 142).

Durable Medical Equipment: Spending on durable medical equipment, which includes items such as eyeglasses and hearing aids, accelerated in 2006, growing 2.3 percent and reaching $23.7 billion. 

Other Non-durable Medical Products: Spending on other non-durable medical products, such as over-the-counter medicines, slowed in 2006, growing 3.5 percent to $35.6 billion. 

Fig. 3-5 Pie Chart of Health Spending Categories

[image: image10.png]Program Other Spending

Administration
and
Net Cost

Prescription
Drugs
10%

Nursing Home
Care
6%
Physician
and Clinical
Services
21%

Hospital





Source: CMS National Health Expenditure Accounts
Health care costs in the United States are increasing at an alarming rate, much greater than the consumer price index.  National health expenditure as a percent of GDP increased from 12.6 percent in 1990 to more than 16 percent in 2000.  Many employers have found that the cost of providing health coverage for their employees has taken an ever increasing percentage of their pre-tax profits.  One way for employers to reduce costs is by limiting coverage or implementing other programs that provide more cost-effective forms of health care.  Individual purchasers of health insurance also share the burden of increasing costs, and premiums have risen dramatically over the past several years (HIAA 1997: 1-2). Since the 1970s, national health care spending has on average grown about 2.5 percentage points faster than the economy, and this trend is expected to continue. In 2005, national health expenditures totaled $2 trillion or 16 percent of the GDP, and is projected to double to $4 trillion and 20 percent of the GDP by 2016. 
Fig. 3-6: Annual Inflation in Public and Private Health Care Costs 1970-2005
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Source: Potetz, Lisa. Financing Medicare: An Issue Brief. Health Policy Alternatives, Inc. Kaiser Family Foundation. January 2008
Most often discussed of issues regarding the future of health expenditures is the accelerating growth in program enrollment that will occur with the retirement of the post-WWII “baby boom” generation, who will begin to turn 65 in 2011. Since 1995, as the cohort of individuals born during the great depression and World War II have become eligible for benefits, Medicare enrollment has grown by an average of 550,000 beneficiaries annually. By contrast, as the baby boomers reach age 65, Medicare enrollment is expected to increase each year by 1.6 million beneficiaries, and will reach a total of 79 million enrollees in 2030 -- double the program enrollment in 2000.  In 2006, 3.9 workers were contributing taxes for each beneficiary; by 2030 that figure is projected to fall to 2.4 and continue to decline to 2.0 workers per beneficiary by 2080.  The costs of administering the Medicare program have remained low over the years – about 2 percent of program expenditures (Potetz 2008).  

Chapter 4
Inflation in Health Insurance Premiums

In 2006 an estimated $723.4 billion was collected in health insurance premiums. Benefit payment reached $634.6 billion. The ratio of net cost of private health insurance (the difference between premiums and benefits) to total private health insurance premiums was 12.3 percent in 2006, 34% of total health care spending. The fundamental premise of private insurance is that each insurance contract has a price, called a premium rate.  The premium rate is the amount of money that the insured pays the insurer for the coverage promised in the contract.  Premiums are usually paid monthly, but may be paid less frequently, such as semi-annually or annually.  The actuary must consider many factors to ensure that the premium rate is both adequate and reasonable (HIAA 1997: 101). The basic components of the gross premium rate for health insurance are expressed:

Premium  = Claims + Reserves + Expenses + Margin + Profit – Investment Income

Fig. 4-1 Health Insurance Industry Aggregates by State, 2006, in Millions
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Source: National Association of Insurance Commissioners. Statistical Compilation of Annual Health Insurance Information. STA-HB
The largest component of the gross premium rate is the cost of benefits, also known as the claim cost or expected claim.  To estimate claim costs the concept of morbidity is used to explain the frequency and severity of insured events.  An individual health insurance policy usually is not issued to a person in poor health who could be expected to become disable or hospitalized soon.  The law allows different premium rates to be charged based on demographics, but no individual can be charged a different premium rate based on his or her own health history.  There are also limits on what an insurer can charge a small employer.  For individual coverage most states require that an insurance company return a percentage, such a 50%, of the policy’s expected premium income to insureds in the form of paid benefits (HIAA 1997: 104 & 115)

The Health Insurance Portability and Accountability Act (HIPAA) of 1996 was the first major health insurance legislation enacted at the federal level.  The act expands access to health insurance by requiring individual health insurers to provide coverage to people who lost their group coverage because they changed or lost their job; limits the pre-existing condition exclusion; requires all small group insurers to accept every small employer who applies; increases the health insurance tax deduction to 80% in 2006.  (HIAA 1997: 134).  A group policy usually permits a 31 day grace period for the payment of premiums.  Claims incurred after the end of the grace period are not paid unless the policy is reinstated (HIAA 1997: 49)

Because the tax system heavily subsidizes employer-sponsored insurance (ESI), most non-elderly Americans get their health insurance at work. Employer contributions to employee health insurance are treated as nontaxable fringe benefits and are not considered part of total compensation for income or payroll tax purposes. The tax subsidies for ESI reduced income and payroll tax receipts by as much as $200 billion in fiscal year 2007.  Section 125 of the Internal Revenue Code allows employers to administer certain employee benefits. Employees choose to receive part of their compensation either as cash wages or as one or more nontaxable fringe benefits, including health insurance.  The self-employed may deduct their health insurance premiums from income tax.  There are limitations to using tax credits to expand health insurance coverage. A program of health insurance tax credits combined with reforms of the market for non-group health insurance could significantly expand coverage, but at a very high cost.  The most cost-effective approach to expanding health insurance coverage is not a tax subsidy at all, but an expansion of an existing public program, such as Medicaid, SCHIP, or Medicare (Burman 2007).
Health benefit costs have increased from 0.6 percent of GDP in 1960 to 4.1 percent in 2006. The amount grew over twenty-fold from $23 billion in 1960 to $537 billion in 2006. Except for a short period between 1995 through 1998, this growth has been constant. Fringe benefits other than health care and payroll taxes have also increased over this period, ranging from 3.8 percent of GDP in 1960 to 6.7 percent in 2006. Wages, meanwhile, have fallen from 51.8 percent of GDP in 1960 to 45.6 percent in 2006 (Jacobs 2008). The percentage of workers with health insurance coverage is estimated to have slipped from 66 percent in 1979 to 54 percent in 1998.  When sorted by hourly wage, 80 percent of workers in the highest brackets had health benefits in 1998, whereas only 26 percent of the lowest wage earners were so fortunate.  The US Bureau of Labor statistics reported similarly that the percentage of covered workers in private industry dropped from 63 percent in 1993 to 45 percent in 2003, while employee contributions grew an average of 75 percent to $229 a month for a family and $60 for an individual (Coombs 2005: 266).

Public and private sector enrollment in HMOs grew from 2.8 percent in 1976 to 13.4 percent in 1990 to 30 percent in 2000 and then decreased to about 26 percent in 2002.  Enrollment increased in the 90s because of the proliferation of for profit plans and the Clinton plan for social mandated insurance.  HMO enrollment declined in 2002 because Prudential closed many of its plans and because of drops in Medicare+Choice enrollment (Coombs 2005: 259).  

Over 150 million individuals received health insurance through an employer in 2005, making employer-sponsored coverage the most popular form of health insurance coverage for the non-elderly in the United States. However, in recent years, there has been concern about erosion in the availability of employer-based health benefits for workers, and especially low-income workers.  From 1998 to 2005, the offer rate fell across the board, with an overall drop of 3 percentage points from 80% to 77%. In addition, the analysis found that the likelihood of families having a job-based insurance offer varies significantly with family income in all three years, ranging from 34% of families with income below the poverty level to 91% for more-affluent families with income at least four times the federal poverty level (DiJulio & Jacobs 2007).
The number of uninsured Americans increased by 3.4 million between 2004 and 2006, despite improving economic conditions. In the first four years of the decade, during a period of economic recession, the number increased by 6.0 million. The dominant factor in both periods was a decline in employer-sponsored insurance coverage. Although the recent decline was less than that experienced from 2000 to 2004, growth in public coverage was small, and the number of uninsured people increased by 1.0 million children and 2.4 million adults (Holahan & Cook 2008).

Fig. 4-2 Increases in Health Insurance Premiums Compared 1988-2007


[image: image13.wmf] 


Source: Kaiser Family Foundation. Employer Health Benefits Summary of Findings 2007
Since 2000, premiums for family health coverage have increased by 87%, compared with cumulative inflation of 18% and cumulative wage growth of 20%. During this same period, the percentage of employers offering health benefits has fallen from 69% to 61%, and the percentage of workers covered by their own employer also has fallen. The current employer-based system offers little choice in health plans to employees: 88 percent of American firms offer only 1 health plan type. 2007 was the fourth consecutive year of a lower rate of growth for health insurance premiums, the lowest since 1999. However, as in prior years, the average premium increase continues to outpace workers’ earnings and inflation. Premiums for employer-sponsored health coverage rose twice as fast as the 3.8% increase in wages or 3.5% increase in inflation at an average 7.7% in 2006.  This was less than the 9.2% increase recorded in 2005 and the recent peak of 13.9% in 2003.  The average annual total premium cost is $4,479 for single coverage and $12,106 for family coverage.

In 2007, the average percentage of the premium paid by covered workers is 16% for single coverage and 28% for family coverage, similar to the percentages reported for the last several years. However, for single coverage, over one-fifth of workers pay greater than 25% of the total premium while another fifth pay no contribution. The average general annual deductibles (for workers with a deductible) for single coverage are $461 for workers in PPOs, $401 for workers in HMOs, $621 for workers in POS plans, and $1,729 for workers in HDHP/SOs (who by definition have high deductibles).  The majority of workers have co-payments or coinsurance for physician office visits. Among the 79% of workers with co-payments for in-network office visits, 75% have a co-payment of $15, $20, or $25 per visit with a primary care physician.
Fig. 4-3 Average Annual Firm and Worker Premium Contribution, 2007
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Source: Kaiser Family Foundation Employer Health Benefits Summary of Findings 2007
Prices for non-group policies vary considerably: for example, over the 2006-2007 period, annual premiums for single coverage varied by age from $1,163 to $5,090, and between $2,325 and $9,201 for family coverage depending on the age and number of family members covered. As the result of the high cost relatively few people at lower incomes purchase non-group coverage, with one in 20 purchasing it among those with incomes at the federal poverty level ($18,660 for a family of four in 2003 dollars). As income increases, the coverage rate increases, though even at four times the poverty level, only about a quarter of individuals purchased coverage. And among those with incomes at least 10 times the poverty level, only about half purchased coverage in the non-group market (Jacobs & Claxton 2008). 
Medicare premiums are competitive with affordable employer based health insurance plans and much cheaper than individual and family plans.  Beneficiaries pay monthly premiums that finance about 25 percent of cost.  Supplementary Medical Insurance (SMI) Trust Fund Part B premiums and transfers from general revenues are established each year to match the following year’s estimated costs, the Part B account will remain in financial balance under present law, so that if there is a deficit an equivalent amount is withdrawn from the general revenues.  As a result of the higher spending levels and reduced assets, it is expected that the Part B monthly premium rate will be increased by roughly 11 percent for 2007, to $98.20.  

Fig. 4-4: Medicare Part B Premiums and Deductibles 2007

	
	2006
	2007

	Part B Monthly Premium
	$88.50
	$93.50

	Part B Annual Deductible
	$124.00
	$131.00

	Part A Hospital Deductible - First 60 Days
	$952.00
	$992.00

	Hospital Co-payment per day for days 61-90
	$238.00
	$246.00

	Hospital Co-payment per day for 60 lifetime reserve days
	$476.00
	$496.00

	Skilled Nursing Facility Co-payment per day for days 21-100
	$119.00
	$124.00

	Part A Monthly Premium if purchased less than 30 quarters of Medicare coverage
	$393.00
	$410.00

	Part A Monthly Premium if purchased with 30-39 quarters of Medicare coverage
	$216.00
	$226.00


Source: CMS

The new prescription drug benefit has been described as having a “doughnut hole” because there is a gap in coverage that must be filled by out of pocket spending before a patient becomes eligible for catastrophic coverage.  Specifically, in addition to the monthly premium for Part D coverage, estimated to be $35 in 2006, the standard benefit will require the beneficiary to pay every year. The first $250 in drug costs (a deductible).  25 percent of total drug costs between $2,250 and $5,100 and the greater of $2 for generics or $5 for brand name drugs or 5 percent coinsurance for each prescription (Cassel 2005: 152).

The insurance industry has been dynamic.  In 1998 Aetna which had previously acquired US Health care and NYL Care merged with Prudential Insurance Company of America to become the nation’s largest health insurer with 21 million enrollees.  The other big players were CIGNA Health Care with 14 million policyholders, United Health Care with 8.6 million, Kaiser Permanente with 8 million, Well-Point-UniCare with 7.5 million and Humana with 5.9 million.  Of these only Kaiser was nonprofit.  The Blue Cross and Blue Shield Association covered more policyholders than any other insurer, but its affiliates operated independently (Coombs 2005: 225).  The National Association of Insurance Commissioners reports that in 2006 health insurers invested $157 billion in assets after investing $127 billion in 2005.  It is estimated that health insurance corporations have between $2 and $3 trillion in assets.  These funds are invested in a diverse portfolio much like a bank or trust fund.

Fig. 4-5 Distribution of Assets of Health Insurance Companies, 2006
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Source: National Association of Insurance Commissioners. Statistical Compilation of Annual Health Insurance Information. STA-HB
Insurance corporations and their state insurance commissioners are tight lipped about the total amount of assets.  NHI threatens to not only to abolish health insurance premiums and policies in both private and public health insurance programs, but will potentially nationalize health insurance assets to offset program costs.  Any nationalization of these savings would need to be undertaken gradually with utmost consideration for the just compensation and retraining of the displaced insurance workers.

Chapter 5

Government Health Insurance

The government has played a major role in the finance of health care since colonial times.  Today the government finances health care through a wide variety of programs, primarily the Medicare Medicaid amendments to the Social Security Act and the enforcement of workman’s compensation. In 2002 the major financers were Medicare $219 billion, less $21.9 billion in premiums, $197.1 billion.  Medicaid accounted for $117.9 billion.  Defense Health $17.8 billion. Veterans medical care for $19.5 billion.  $19.6 billion was spent on federal employee health benefits offset by $19.7 billion in income.  $36.8 billion was spent on other medical expenses mostly mental health and substance abuse treatment.  Workers' compensation programs in the 50 states and the District of Columbia and federal programs together paid $56.0 billion in medical and cash benefits in 2004, $26.1 billion was for medical care and $29.9 billion was for cash benefits. Employers' costs for workers' compensation in 2004 were $87.4 billion.  Together Medicare and Medicaid serve 87 million people at a combined cost of $602 billion in 2006.  States served 52 million Medicaid beneficiaries at a cost of $305 billion.  The Medicare program served 42 million people at a cost of $295 billion. Medicaid pays approximately 1 in 5 health care dollars and 1 in 2 nursing home dollars.  

Fig. 5-1 Pie Chart of $389 billion U.S. Government Healthcare Expenses 2000
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In 2002 the federal budget was estimated at $1,789 billion.  Gross health expenditure by the federal government was estimated at $389 billion, 21.7% of the federal budget, 4% of the $9,824.4 billion U.S. Gross Domestic Product.  The private sector was expected to contribute another $626.4 billion for a medical total of $1,005.4 billion, 13.4% of the United States GDP.   Medicare alone represented 2.5 percent of the gross domestic product (GDP) in 1996, a share that grew to 3.0 percent in 2006 and at current trends the Congressional Budget Office (CBO) estimates it will reach 6 percent of GDP by 2030, even when only outlays net of beneficiary premiums are considered (Potetz 2008).
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Fig. 5-2 Government Health Expenditure as a % of the GDP
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Medicare and Medicaid were developed for the state and federal government to share in the cost of the health care of retired, disabled and increasingly low-income workers. The Centers for Medicare, Medicaid and SCHIP (CMS) is the federal administration for health care and would be the single payer if the United States were to shift to either a social or national, single payer system. CMS negotiates the Prospective Payment System (PPS) to regulate the consumer price index.  Employers and private insurance companies cut costs with HMO and negotiated Preferred Provider Organizations (PPO) between employers and contracting Managed Care Organizations (MCO) under the supervision of peer review organizations (PRO) (HIAA 1999). 

The Medicare program has two trust funds, HI and SMI, established in Title XVIII Health Insurance for the Aged and Disabled, and several State administered programs in Title XIX Grants to States for Medical Assistance Programs and Title XXI State Children’s Health Insurance Program. 

1. Hospital Insurance (HI), or Medicare Part A, helps pay for hospital, home health, skilled nursing facility, and hospice care for the aged and disabled. Employers and employees each pay 1.45 percent of wages, while self-employed workers pay 2.9 percent of their net income. Other HI revenue sources include a portion of the federal income taxes that people pay on their Social Security benefits, and interest paid on the U. S. Treasury securities held in the HI trust fund.  In 2006, the payroll tax provided 86 percent of all the revenue attributed to the HI Trust Fund, and 42 percent of Medicare revenue overall.
2. Supplementary Medical Insurance (SMI) consists of Medicare Part B and Part D.  The SMI fund is financed by beneficiary premiums and the General Fund of the Treasury offsets any deficits.  Part B helps pay for physician, outpatient hospital, home health, and other services for the aged and disabled who have voluntarily enrolled. In 2006 and later, Part D provides subsidized access to drug insurance coverage on a voluntary basis for all beneficiaries and premium and cost-sharing subsidies for low-income enrollees.  General revenue accounted for 76 percent of the SMI Trust Fund revenue in 2006, and 40 percent of all Medicare revenue, while beneficiary premiums made up 21 percent of the Trust Fund revenue and 11 percent of Medicare revenue overall.

3. Medicaid is the State health insurance program that is financed with 57% federal funds and 43% state taxes.  Children’s health insurance is also administered by the States.  The movement to finance   

The Social Security Act H.R. 6675 established both Medicare and Medicaid with the signature of President Johnson on 30 July 1965.  Medicare was a responsibility of the Social Security Administration (SSA) and State Medicaid programs were administrated by the Social and Rehabilitation Service (SRS). In 1977, the Health Care Financing Administration (HCFA) was created under HEW to effectively coordinate Medicare and Medicaid. In 2001, HCFA was renamed the Centers for Medicare & Medicaid Services (CMS).  

Fig. 5-3 Medicare Income, Expenditures, and Trust Fund Assets, 1970-2015 

                                                             [In billions]

	FY
	Total Income
	Total Expenditures
	Net change in assets
	Assets at end of year

	1970
	8.2
	7.5
	0.7
	3.4

	1975
	17.7
	16.3
	1.3
	12.0

	1980
	37.0
	36.8
	0.1
	18.3

	1985
	76.5
	72.3
	4.2
	31.4

	1990
	126.3
	111.0
	15.3
	114.4

	1995
	175.3
	184.2
	-8.9
	143.3

	1996
	210.2
	200.3
	9.9
	153.3

	1997
	212.1
	213.6
	-1.5
	151.8

	1998
	228.3
	213.0
	19.5
	186.2

	1999
	232.5
	213.0
	19.5
	186.2

	2000
	257.1
	221.8
	35.3
	221.5

	2001
	273.3
	244.8
	28.5
	250.0

	2002
	284.8
	265.7
	19.1
	269.1

	2003
	291.6
	280.8
	10.8
	280.0

	2004
	317.7
	308.9
	8.8
	288.8

	2005
	357.5
	336.4
	21.0
	309.8

	CMS Estimates
	
	
	
	

	2006
	445.9
	432.0
	13.9
	323.6

	2007
	485.8
	462.4
	23.4
	347.1

	2008
	515.8
	499.0
	16.8
	363.9

	2009
	561.3
	537.4
	23.8
	387.7

	2010
	555
	572.9
	-17.6
	370.2

	2015
	779.1
	817.2
	-38.1
	272.0


Source: CMS 2006

For more than 40 years, Medicare has successfully provided access to needed health care services for the elderly and many people with disabilities and currently covers 44 million Americans. But persistently high rates of growth in national health expenditures combined with demographic trends pose a serious challenge to the financing of Medicare in the 21st century.  One in five dollars used to purchase health services in 2006 came through the Medicare program, which finances about one-third of all hospital stays nationally.  Since its inception, spending on Medicare has grown steadily, both in absolute dollars and as a share of the federal budget. By fiscal year 2007, Medicare’s $440 billion in total expenditures represented 16 percent of all federal outlays, exceeded only by Social Security benefits at $577 billion (21 percent) and military spending at $530 billion (19 percent).

A report on the financial status of the HI Trust Fund is released annually, as required by law, including short-run and long-run financial forecasts prepared by the Medicare actuaries. The report is issued by the Medicare Trustees, an oversight panel comprised of the Secretaries of HHS, Labor, and Treasury; the Commissioner of Social Security, and two public trustees appointed by the President. Under the Medicare actuaries’ most recent best estimates (based on their “intermediate assumptions”), annual payments from the HI Trust Fund will exceed annual income to the Trust.  Fund beginning in 2011. When such a shortfall occurs, the Trust Fund reserves are drawn upon through general revenue transfers to make up the difference. The shortfalls will accelerate rapidly each year after 2011 and in 2019, the Trust Fund balances are projected to be exhausted.  This means that even if all the payroll tax amounts that were previously loaned to the rest of the federal government are repaid with interest, the Trust Fund will not have sufficient funds in 2019 to cover the entire cost of inpatient hospital care and other Medicare Part A services (Potetz 2008).  

Fig. 5-4 Formula for General Revenue Funding

Total Medicare outlays – dedicated revenue 

_________________________________    = General Revenue Funding 

Total Medicare outlays

Source: Potetz, Lisa. Financing Medicare: An Issue Brief. Health Policy Alternatives, Inc. Kaiser Family Foundation. January 2008
Following the Balanced Budget Act of 1997, the fund experienced annual surpluses in the range of $21 billion to $36 billion through 2003. This difference decreased to between $13 billion and $16 billion in 2004 and 2005 and is expected to continue until expenditure exceeds income. Net benefit payments increased 10.5 percent in fiscal year 2005. This increase reflected the impact of the Medicare Modernization Act.  This cost growth is due to continuing increases in medical utilization and intensity of services. Today, there are 3.9 workers for every beneficiary, by 2030, there will only be about 2.4 workers for every beneficiary.   This forecast reflects (i) continuing growth in the volume and intensity of services provided per beneficiary throughout the projection period, (ii) the impact of a large increase in beneficiaries starting in about 2010 as the leading edge of the 1946-65 baby boom generation reaches age 65 and becomes eligible to receive benefits.  The Trustees estimate that the HI trust fund will remain solvent until the year 2018, The serious long-range financial outlook of the HI trust fund requires action now to slow down spending growth.  The proportion of HI costs that can be met by HI tax income is projected to decline steadily over time as costs continue to grow rapidly. 
Fig. 5-5 Long-Range HI Income and Cost as a % of Taxable Payroll,

Intermediate Assumptions
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Source: Figure IIE1 2007 Annual Report of the Medicare Trustees
The Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (Pub. L. 108-173) makes the most dramatic and innovative changes to the Medicare program since it began in 1965. The $37.4 billion Medicare prescription drug plan began its first year in 2006. In January 2005, HHS projected that 39.1 million beneficiaries would have prescription drug coverage either from the new Medicare drug benefit or another source with benefits at least as generous as Medicare’s. The latest HHS enrollment numbers show that so far 25.9 million (60%) of the estimated 43.4 million Medicare beneficiaries have creditable coverage. Of the 25.9 million beneficiaries with creditable drug coverage, 15.9 million are in Medicare drug plans and 10 million are in employer plans. Most had drug coverage prior to the start of the new benefit.  After one year the prescription drug plan costs much less than projected (Hoadley, Hargrave, Cubanski & Neuman 2008).

The law setting forth Medicare payment to physicians specifies an annual update formula that would require reductions in physician fees of about 10 percent in 2008 and roughly 5 percent each year after that through at least 2016. These cuts are therefore assumed in the projections of future program costs. However, Congress has acted in recent years to prevent these cuts from taking place each year, without making changes to the underlying formula that would determine physician payments in the long run.  Most experts believe the government will continue to prevent physician payment cuts from taking place.  

Fig. 5-6 Medicare Private Fee-for-Service Enrollment, 2007
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Source: Neuman, Paticia. Private Fee for Service Plans in Medicare: Rapid Growth and Future Implications. Testimony of the Vice President and Director, Medicare Policy Project to the Subcommittee on Health of the Ways and Means Committee. The Henry J. Kaiser Foundation. May 22, 2007
Enrollment in Medicare Advantage plans increased 63% 2005-2006, reaching 8.8 million beneficiaries in January 2008.  Although most Medicare Advantage enrollees are still in HMOs and other managed care plans, the most rapid enrollment growth has been in private fee-for-service (PFFS) plans, which now account for 22% of Medicare Advantage enrollment. Much of the appeal of Medicare Advantage plans is their ability to offer broader benefits than original Medicare at little or no cost to enrollees.  Among the 5% of beneficiaries with the highest spending, those in PFFS plans could expect to pay nearly $1,000 a year more than those in other Medicare Advantage plans, $3,113 vs. $2,160, (Merlis 2008).

Between 1980 and 2004, aggregate per capita Medicare spending grew at an average annual rate of 7.5 percent, while seniors’ median income grew 4.6 percent, and the average annual Social Security cost-of-living adjustment was about 3 percent. Between 1997 and 2003 Medicare beneficiaries spent a growing share of their income on health care.  Median out-of-pocket health spending increased from 11.9% of income in 1997 to 15.5% in 2003, from $1,667 to $2,501, while median income for individuals rose by 15%, from $12,000 to $13,856.  About four in 10 beneficiaries spent at least one-fifth of their income on health care in 2003.  Studies indicate that Medicare beneficiaries experienced greater increases in out-of-pocket health spending relative to income over time and that a larger share of seniors than younger adults had relatively high out-of-pocket spending. Medicare Part B premiums have doubled since 2000, while supplemental insurance coverage, such as employer-sponsored retiree coverage, has become more expensive and less generous. The financial burden of health care spending in 2003 was greater for beneficiaries with low incomes than for those at higher income levels. That year, the median beneficiary with income below 200 percent of poverty ($17,960 single and $24,240 couple) spent about 22 percent of income on health care, while those at 400 percent of poverty or more spent less than 8 percent of their income on health care. Beneficiaries living in long-term care facilities had relatively high spending as a share of income. (Neuman, Cubanski, Desmond & Rice 2007)
Originally designed as a Federal-State program to pay for medical expenses as an extension of public assistance for the aged, blind, and dependent children, Medicaid has grown over the last four decades into the Nation’s largest health care program and a source of assistance to over 52 million Americans.  In 2003, Medicaid provided health insurance coverage to 39 million children and adults in low-income families, health and LTC assistance to 8 million low-income people with disabilities, and supplementary coverage and LTC assistance to 7 million elderly and disabled Medicare beneficiaries.  Medicaid now covers one in four American children, 18 percent of Medicare beneficiaries, and 60 percent of nursing home residents.

Fig. 5-7 Medicaid Enrollees and Expenditures by Group, 2003
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Smith, Vernon PhD; Gifford, Kathleen; Ellis, Eileen; Rudowitz, Robin; O’Mallory, Molly; Marks, Caryn. As Tough Times Wane, State Act to Improve Medicaid Coverage and Quality.  Results from a 50 State Medicaid Budget Survey for State Fiscal Years 2007-2008. Kaiser Commission on Medicaid and the Uninsured. October 2007
To finance these multiple roles, the Federal and State governments combined spent $275 billion in 2003, accounting for 17 percent of overall personal health spending.  The Federal share of Medicaid spending ranges from 50 to 77 percent, with a higher Federal share in poorer States.  Medicaid financing has helped move many low-income families from dependence on charity and free care to financial access to both public and private providers.  Medicaid’s greatest achievement for low-income families has been its sustained growth in covering a higher proportion of the low-income population, especially our Nation’s youngest and poorest children.  In 2001, Medicaid’s per enrollee

cost is $749 for children’s coverage and $1,752 for non-disabled adults compared to $1,098 and $2,253, respectively, for the low-income privately insured.  Medicaid’s low payment rates coupled with administrative burdens for providers have resulted in limited access for some services, especially specialty care.  From 1994 to 2004, the percent of enrollees in managed care has grown from 23 to 61 percent of Medicaid.  Almost 7.5 million Medicaid beneficiaries, about 5 million elderly and 2.5 million non-elderly disabled, are dually eligible beneficiaries with joint enrollment in both programs (Rowland 2006-2007).  Seniors and people with disabilities comprise only 24% of enrollees, yet they account for 70% of program spending. The average per-person cost of caring for persons with disabilities in 2004 was $12,364 compared to $1,474 for non-disabled children and $1,942 for non-disabled adults (Rowland 2008).
The Medicaid program, which provides health coverage and long-term care support services to 58 million individuals, has been faced with some enormous challenges over the last few years. A severe economic downturn beginning in 2001 put Medicaid at the center of budget debates at the state and federal levels of government. Medicaid spending and enrollment growth peaked at the same time state revenues plummeted in 2002 forcing states to implement an array of measures to control Medicaid spending growth. As this period of fiscal stress abated, two major pieces of federal legislation with significant implications for Medicaid were implemented. The Medicare Modernization Act (MMA) was implemented in January 2006, causing over 6 million low-income seniors and individuals with disabilities who previously received their drug coverage through Medicaid to transition to Medicare Part D plans. The Deficit Reduction Act (DRA) enacted in February 2006 presented states with new Medicaid requirements as well as some new options.

Fig. 5-8 Percent Change in Medicaid Spending and Enrollment, 1998-2008
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Source: Smith, Vernon PhD; Gifford, Kathleen; Ellis, Eileen; Rudowitz, Robin; O’Mallory, Molly; Marks, Caryn. As Tough Times Wane, State Act to Improve Medicaid Coverage and Quality.  Results from a 50 State Medicaid Budget Survey for State Fiscal Years 2007-2008. Kaiser Commission on Medicaid and the Uninsured. October 2007
Total Medicaid spending growth hit a record low of just 1.3 percent for FY 2006 and states reported that total Medicaid spending growth continued at a higher but still relatively slow pace of 2.9 percent in FY 2007. Lower Medicaid spending growth occurred at the same time revenue growth in most states was strong in 2006 and remained strong, though somewhat lower into 2007. This picture is dramatically different from the depth of the economic downturn in 2002 when Medicaid spending growth hit a high of 12.7 percent at the same time state revenues plummeted hitting a low of -10.6 percent. Moving into FY 2008, state legislatures authorized total Medicaid spending growth that averaged 6.3 percent as state revenue growth was projected to be still relatively strong but somewhat less robust than it was in 2007.

States continue to expand home and community-based long-term care services. In FY 2007, 35 states expanded LTC services while in FY 2008 a total of 46 states planned to do so. The most commonly reported LTC expansion in both years was expanding existing HCBS waivers or adopting new ones. States also continued to add Programs for All-Inclusive Care for the Elderly (PACE). The DRA presented states with a number of options intended to give states increased flexibility to deliver long-term care services and supports. Thirty-one states are using the DRA “Money Follows the Person” initiative which encourages states to reduce reliance on institutional care by transitioning individuals from institutions to the community to support HCBS efforts. Nearly half (24) of states had plans to implement a Long Term Care Partnership Program in 2008 to help increase the role of private long-term care insurance (Smith et al 2007).

Workers' compensation was the first form of social insurance in the United States. The first U.S. workers' compensation law was enacted in 1908 to cover federal civilian employees engaged in hazardous work. The rest of the federal workforce was covered in 1916. Nine states enacted workers' compensation laws in 1911. By 1921, all but six states and the District of Columbia had workers' compensation laws. Today each of the 50 states has its own program, as do the District of Columbia, Puerto Rico, and the U.S. Virgin Islands. Federal laws provide benefits to coal miners with black lung disease and certain energy employees exposed to hazardous material. The laws also set rules for federal workers' compensation programs covering persons outside the jurisdiction of individual states, such as long-shore and harbor workers and persons working overseas for companies under contract with the U.S. government.

Workers’ compensation provides cash benefits and medical care to employees who are injured on the job and survivor benefits to the dependents of workers whose deaths result from work-related incidents. Workers' compensation programs in the 50 states and the District of Columbia and federal programs together paid $56.0 billion in medical and cash benefits in 2004, an increase of 2.3 percent over 2003 payments. Of the total, $26.1 billion was for medical care and $29.9 billion was for cash benefits. Employers' costs for workers' compensation in 2004 were $87.4 billion, an increase of 7.0 percent over 2003 spending. Workers' compensation programs and spending vary greatly from state to state.  65% of cases are for temporary disability cases and 67% of benefits go to the permanently partially disabled and 21% to the temporarily disabled.

Fig. 5-9 Types of disabilities as a share of workers' compensation, 2001
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Source: Sengupta, Ishita; Reno, Virginia. Recent Trends in Worker’s Compensation. Social Security Bulletin. Vol. 67. No. 1 2007 
Before workers' compensation laws were enacted, a worker's only legal remedy for a work-related injury was to bring a tort suit against the employer and prove that the employer's negligence caused the injury. Under the tort system, workers often did not recover damages and experienced delays or high costs when they did. Although employers often prevailed in court, they were at risk for large and unpredictable losses when workers' suits were successful. Ultimately, both employers and workers favored legislation to ensure that a worker who sustained an occupational injury or disease arising out of or in the course of employment would receive predictable compensation without delay, irrespective of who was at fault. In return, the employers' liability was limited. Under the "exclusive remedy" concept in workers' compensation, the worker accepts program payments as compensation in full and gives up the right to sue for damages (Sengupta & Reno 2007). 

Chapter 6

Children’s Health Insurance

The number of children who are uninsured rose from 7.9 million in 2004 to 8.3 million of 65.1 million children in 2005.  Since 1998, when SCHIP began, the percentage of uninsured children has been dropping steadily, from a high of 15.4 percent to 10.8 percent in 2004.  Over the last decade, Medicaid and SCHIP together have helped to reduce the rate of low-income uninsured children by about one-third. Among children under 18, the number covered by Medicare and SCHIP appeared slightly lower, 19.7 million, in 2005, than in 2004, 19.9 million. Projections for fiscal year 2007, which began October 1, reported that children’s health insurance programs in 17 states faced federal funding shortfalls totaling an estimated $800 million, equal to the cost of covering more than 500,000 low-income children.  

Fig. 6-1 Health Insurance Coverage of Children, 2001 to 2005


[image: image22.wmf] 


Source: Center on Budget Policies and Priorities.  The Number of Uninsured Americans is at an All Time High. August 29, 2006
Congress passed two versions of the Children’s Health Insurance Program Reauthorization Act of 2007 (CHIPRA) to expand and extend SCHIP with bi-partisan support. Both bills (HR 976 and HR 3963) were vetoed by the President primarily because it clearly favors government-run health care over private health insurance and he also objects to the financing method, which he calls a massive, regressive tax increase.  The House fell 13 votes short of the two-thirds majority needed with 273 House members and opposed by 156 (Conyers 2007).  In December 2007, Congress passed S 2499 which extended SCHIP through March 2009. The bill maintains current funding levels for the program of $5 billion per year; with an additional appropriation of $1.6 billion in FY 2008 and another $0.275 billion in FY 2009 (through March 2009) to address states that have projected shortfalls.  Total SCHIP program expenditures are $2.7 billion from States and $6 billion from the federal government for a total of $8.7 billion. 
The State Children’s Health Insurance Program (SCHIP) was enacted with bi-partisan support a decade ago as part of the Balanced Budget Act of 1997 (BBA).  The original state children’s health insurance program (SCHIP) was financed by an increase in the federal excise tax on cigarettes.  Current estimates indicate that the average annual cost per child of SCHIP coverage is approximately $1,700 (Burman, Kenney & Rueben 2007).  The federal government pays an enhanced match for SCHIP relative to Medicaid. On average, the federal share of Medicaid is 57%, but it is 70% under SCHIP.  The proposed increase in the tobacco tax was unfair but the idea is sound.  The Tobacco corporations are entitled to a seamless transition from the largest civil settlement in the history of the United States, $206 billion over 25 years, $8 billion a year, from the Tobacco Master Settlement Agreement of November 23, 1998 to a federal tax that finances state and federal children’s health insurance.
The Bush administration proposed using the tax system to subsidize the purchase of health insurance, up to $15,000 for families, suggesting that offering parents tax deductions to offset the costs of insurance—rather than expanding the State Children’s Health Insurance Program (SCHIP)—would be an effective way to extend coverage to more children. The financial burdens for families between 150 and 300 percent of the federal poverty level would however be much higher under the tax deduction approach than under SCHIP. 92 percent of children currently enrolled in SCHIP are in families with income below 200 percent of the FPL.  79 percent of uninsured children between 150 and 300 percent of the FPL do not have even one parent with private health insurance coverage and would therefore not benefit from the subsidy (Blumberg 2007).

Fig. 6-2 Percentage of Children Without Health Insurance by Income, 1997-2005
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Source: SCHIP Re-Authorization: Key Questions in the Debate A Description of New Administrative Guidance and the House and Senate Proposals. The Kaiser Commission on Medicaid and the Uninsured. August 29, 2007
The median income for all families with children is $46,700 in 2006.  In 2006, the number of uninsured children in moderate-income families increased, leaving 1.4 million children from families with incomes from 200%-299% of poverty ($41,228 to $61,842 for a family of four in 2006) uninsured. Although two-thirds of uninsured children are below 200% of the poverty level, the growing number of uninsured children in these moderate-income families reflects mounting concerns about the affordability of health insurance for middle class families. While the majority of children in moderate-income families have employer-sponsored coverage, one in ten are uninsured and about 20% depend on public coverage.  Employees in construction, agriculture or services are the least likely to have employer-sponsored coverage. Within moderate-income families, only 49% of workers in these three industries have employer-sponsored coverage, compared to 72% of workers in other industries (Schwartz 2008).

Fig. 6-3 Distribution of Uninsured Children by Income, 2004
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Source: SCHIP Re-Authorization: Key Questions in the Debate A Description of New Administrative Guidance and the House and Senate Proposals. The Kaiser Commission on Medicaid and the Uninsured. August 29, 2007
Of the 8 million uninsured children, about two-thirds are estimated to be eligible but not enrolled in Medicaid and SCHIP.  Participation is generally higher for Medicaid because SCHIP covers children with slightly higher income levels, so some of those eligible may not be aware that they might qualify for public coverage, especially if they are in working families, and others might have access to private health coverage.  In the guidance released on August 17th, the Administration would limit states’ ability to expand coverage to children with family incomes above 200 percent of the poverty line. States would have to make assurances that they had enrolled at least 95 percent of the children in the state below 200 percent of poverty, as a condition for expansion.  Achieving this level of participation would be very challenging in voluntary program.  

In July 2006 , former CMS director Dr. Mark McClellan testified that “extending coverage to parents and caretakers may also increase the likelihood that their children remain enrolled in SCHIP. For example, in New Jersey, which covers parents through a section 111 demonstration, the State found that having one parent enrolled increased the likelihood that a child remains enrolled.”

Current SCHIP financing is $5 billion annually. CBO assumes that this level of funding would be continued in its “baseline”. CBO assumes that the SCHIP baseline will be $25 billion over the next five years, but that these funding levels are not adequate to maintain current SCHIP programs. To maintain or expand SCHIP coverage, Congress would need to allocate new funds, above the baseline levels, for SCHIP. An estimated $14 billion, in addition to the $25 billion in the baseline over the next five years, would be necessary just to maintain current eligibility levels for SCHIP.  The Master’s Tobacco Settlement, estimated to bring in $35 billion over 5 years, would be perfect.  With regular tobacco taxes smokers would pay for all SCHIP expenses.

The extent to which individuals drop private coverage to enroll in public coverage is one of the central debates around SCHIP reauthorization.  A Congressionally mandated evaluation of SCHIP in ten states showed that in the six months prior to enrolling in SCHIP, most children (43 percent) were uninsured for all six months. Some children had private coverage (29 percent) in the six months prior to enrolling in SCHIP, but in most cases (13 percent) this private coverage was lost as a result of a job loss or change, employer change in benefits or a change in family structure and another percent lost private coverage because they felt it was not affordable.  Extensive research on this issue shows that substitution is very low for people with lower incomes. For example, for individuals with incomes below 200 percent of the poverty level private coverage is often not available or not affordable.

While states have policies to deter individuals from dropping private coverage, private coverage has become less available for families because more employers are less likely to offer coverage (especially small firms or those firms that employ a large number of low-wage workers) or because premiums are unaffordable. Average family premiums were about $11,480 annually in 2006. This represents a percent increase in premiums from 2000 while the federal poverty rate increased by only 17 percent during the same period. In 2000 average family premiums represented 19% of income for a family of 4 at 200 percent FPL. In 2000, average family health insurance premiums comprised 19 percent of family income at 300 percent of poverty.

Fig. 6-4 Health Coverage Promotes Improved Access to Care for Children
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Source: SCHIP Re-Authorization: Key Questions in the Debate A Description of New Administrative Guidance and the House and Senate Proposals. The Kaiser Commission on Medicaid and the Uninsured. August 29, 2007
Despite complete financial coverage of Well Child Care (WCC) visits, with no co-payment or deductible charges, by both insurance systems, strict adherence to American Academy of Pediatrics guidelines for WCC visits was low. Only 46% of privately insured and 35% of publicly funded children received all the recommended visits during the study period. During the same period, 17% of privately insured and 35% of publicly funded managed care patients received no WCC (Bird, Hoekelman & Auinger 1999).  Third-party payments by gate-keeping plans on behalf of their beneficiaries were $636 versus $595 by indemnity plans. Out-of-pocket payments were on average $62 less for gate-keeping enrollees than for indemnity enrollees. After multivariate adjustment, mean per capita expenditures were approximately 4% lower for gate-keeping enrollees than for indemnity enrollees (Pati, Shea, Rabinowitz & Carrasquillo 2003).

Tooth decay is the most common chronic disease affecting our nation’s children, yet dental care is their most prevalent unmet health care need.  Statistics from the Centers for Disease Control and Prevention (CDC) reveal that over two-thirds (68%) of children have decay in their permanent teeth.  Children who receive early preventive dental care have average dental costs that are 40% lower than those of children who do not receive early treatment. Over half of children living below the poverty level have dental caries in their primary teeth compared with one-third of other children.  Medicaid requires states to provide comprehensive dental.  Unlike Medicaid, SCHIP allows states the option to choose whether to include dental services as part of their benefit package. Currently, every state except Tennessee has opted to cover dental services under SCHIP.  Seventy-one percent of children with public coverage have had a dental visit in the past year, compared to 45% of uninsured children.  In 2005, one-quarter of publicly insured children had not had a dental visit in the past year.  The American Academy of Pediatric Dentistry’s recommends that all children visit the dentist at least once before the age of 1 and bi-annually every year thereafter.  In 2000, only 10% of dentists in the country accepted Medicaid patients, and those who did often limited the number they served.   Some states have taken steps to increase access to care for children in Medicaid and SCHIP. Recent state initiatives include increasing provider payment rates

Children with Medicaid or SCHIP have access that is similar to private insurance coverage looking at measures of well-child visits, doctor visits and dental visits. Studies examining the effects of SCHIP show that children, even those with special health care needs, newly enrolled in SCHIP have improved access to care as measured by reductions in unmet health care needs, increased use of preventive care and an increased likelihood to have a regular source of care.  Medicaid and SCHIP coverage have also helped to narrow ethnic and racial disparities in access to care, improve health care quality, result in improved health outcomes and improve school performance.

Chapter 7

History of Health Insurance

Historians trace the concept of prepaid health care to the 1800s, when railroads, lumber, mining and textile firms hired company doctors to treat their injured employees (Coombs 2005: 3). Relatively few American bought health insurance in the early 1900s because medical services were inexpensive and patients often found home remedies just as effective.  Several companies offered indemnity politics that reimbursed policyholders for some portion of their medical care, but most people paid their doctor and hospital bills with cash or charity.  Early insurance legislation in the United States was concerned largely with taxation, licensing and solvency but was too limited to adequately protect the insurance buying public.  During the 1850s states began to establish special departments to look after insurance matters.  The first state insurance department was created in New Hampshire in 1851, within the next ten years most states had insurance departments.  In 1871 the National Convention of Insurance Commissioners was formed.  

The introduction of statutory health insurance is conventionally taken to mark the entry of the state into health care.  For centuries religious orders had provided an embryonic form of hospital care.  Some health care was also provided publicly by local parish and municipal government.  The state was also increasingly involved in the accreditation or licensing of doctors, as signaled by the UK’s Medical Act 1858.  Germany is viewed as the pioneer in national health care by virtue of Otto van Bismakr introducing a public, compulsory system of health and sickness insurance and for industrial workers in 1883.  In France a system of medical assistance established a right to medical care for the poor in 1893 and legislation to support and encourage social insurance provision by mutualist societies in 1898.  Health insurance was made compulsory for all employees in 1930 and extended to farmers and the self-employed in the 1960s.  Health care in the UK has been shaped by a series of milestone reforms, beginning with the New Poor Law of 1834. The health insurance system instituted in 1911 was a contributory scheme for working men.  In 1946 it was replaced by the tax funded and universalist National Health Service.  Further reform brought some organization consolidation in 1974 and more radical restructuring again 1991 (Freeman 2000: 16).

A system of salaried district physicians was established in Sweden as early as the eighteenth century, reflecting a powerful and highly developed public administration.  County councils were formed in the 1860s charged with operating somatic hospitals.  Public subsidies helped to finance voluntary sickness funds from 1891, their membership increasing after 1931 once they were required to provide medical as well as cash benefits to their members.  It was not until the mid-twentieth century that a universal national health insurance scheme was implemented in Sweden in the mid 1950s.  Fee for service payment for hospital physicians were abolished in 1959 and all other private activity in public hospitals prohibited by the Seven Crowns Reform of 1970 which made hospital doctors fully salaried civil servants.  County councils were made responsible fro planning all health services in 1983 (Freeman 2000: 16).

In the United States the system of benefits introduced after the Civil War for veterans and their survivors was, in important ways, a forerunner to Social Security.  The campaign for national health insurance in the United States commenced during the Progressive era.  The Populist platform of 1896 called for a progressive income tax and public works programs to provide jobs in times of depression, very similar to what FDR would do forty years later.  Nor was America too poor a country to afford such programs.  The US in the 1920s was substantially richer than European countries, yet France, Germany and the United Kingdom all had substantial program of public aid several times as large as those in America (Krugman 2007: 21).  In 1912 the Public Health and Marine Hospital Service changed its name to the Public Health Service (PHS) in 37 Stat. L. 309.  

The American Association for Labor Legislation (AALL) founded in 1906 as a Progressive political group of academic social scientists, labor activists and lawyers led the movement for health insurance. Within its first decade the group successfully pressed states to adopt workmen’s compensation legislation.  Workers' compensation was the first form of social insurance in the United States. The first U.S. workers' compensation law was enacted in 1908 to cover federal civilian employees engaged in hazardous work. The rest of the federal workforce was covered in 1916. Nine states enacted workers' compensation laws in 1911. By 1921, all but six states and the District of Columbia had workers' compensation laws.  Workers' compensation provides cash benefits and medical care to employees who are injured on the job and survivor benefits to the dependents of workers whose deaths result from work-related incidents (Sengupta & Reno 2007).  In 1915 the organization drafted a model bill for compulsory health insurance to submit to state legislatures.  Buoyed by a 1916 editorial in the Journal of the American Medical Association that praised national health insurance, “no other social movement in modern economic development is so pregnant with benefit to the public”.  By 1920 the movement for compulsory health insurance stalled because the AMA influenced by a revolt from conservative segments of its membership against the national leadership.  The opposition lasted for over a half a century (Oberlander 2003: 18-19).

In 1927 the Committee on the Cost of Medical Care, composed of about sixty prominent health professionals and laypersons, was organized to address the needs of Americans who could not afford the new, improved standards of medical care.  After five years the Committee issued a final report which concluded, “as the result of our failure to utilize fully the results of scientific research the people are not getting the service they need, first because in many cases its cost is beyond their reach and second because in many parts of the country it is not available.  The report recommended that doctors and other health professionals form groups so that they could provide a comprehensive array of preventative and therapeutic services.  Funding for these services should come from periodic insurance payments and taxes, which would distribute the financial burden of illness evenly throughout the population  (Coombs 2005: 4).

In 1930 the Randsall Act, P.L. 71-251, 46 Stat. L. 379 renamed the Hygienic Laboratory the National Institute of Health (NIH).  President Franklin Delanor Roosevelt’s Federal Emergency Relief Administration (FERA) formally recognized medical care a basic human right in 1933, declaring, “conservation and maintenance of the public health is a primary function of our Government.”  FERA used that mandate to fund medical services to indigent patients through existing state and local agencies (Coombs 2005: 5).  Against the opposition of the AMA health insurance provisions of the Social Security Act of 1935 were removed.  The nation was therefore pushed into the private work related health insurance system that prevails today.  

In 1936 Isidore S. Falk and the American Medical Association disagreed.  The greatest need is not to find more money for the purchase of medical care, but to find newer and better ways of budgeting the costs and spending the money wisely and effectively. The AMA condemned any form of corporate medical practice that would be financed through private or public intermediary agencies.  Such measures would limit patient’s choice, increase the cost and lower the standards of medical care, encourage illness, degrade the medical profession and lead to a compulsory system of care.  Organized medicine continued to use these arguments to oppose nearly every health care reform proposed during the next six decades.

In 1942 the War Labor Board provided incentives for companies to offer fringe benefits.  When the war ended 1 in 4 Americans was covered by an on the job policy that helped pay for hospital bills.  The Taft-Hartley Act further expanded coverage for workers and their dependants, as did a Supreme Court ruling against Inland Steel in the late 1940s that gave labor unions the right to negotiate benefit plans as a condition of employment (Coombs 2005: 6).

Some insurers felt state regulation was too burdensome.  Congress therefore passed the McCarran-Ferguson Act in 1945 where it was declared that “the continued regulation and taxation by the several states of the business of insurance is in the public interest and that silence on the part of the Congress shall not be construed to impose any barrier to the regulation or taxation of such business by the several states”.  Most states adopted fair trade practice laws to prohibit unfair methods of competition and unfair practices. The insurance department is usually vested with broad powers to: license insurance companies and agents, examine companies, liquidate or rehabilitate insurance companies in financial difficulties and approve policy forms, certificates, booklets and rate manuals (HIAA 1997: 140 & 142).

In 1946 the National Mental Health Act, P.L. 79-487, 60 Stat. L. 421, founded the National Institute of Mental Health (NIMH). The 1946 Hill-Burton Hospital Survey and Construction Act, P.L. 79-725, revolutionized medical care for the poor.  In exchange for federal assistance hospital administrators would offer free and reduced- price care for the poor.  Since 1946, more than $4.6 billion in Hill-Burton grant funds as well as $1.5 billion in loans have aided nearly 6,800 health care facilities in over 4,000 communities.  838 facilities are still obligated by the Hill-Burton Act.

The Cooperative Health Federation of America was organized in 1946 to establish standards for prepaid organizations and to promote cooperative health care.  After joining with other like minded organizations the federation emerged as the Group Health Association of America (GHAA) and moved its national office to Washington DC in 1965.  The organization represented 21 prepaid health care plans and 75 supporting organizations, but not Kaiser Permanente.   Between 1941 and 1946 the number of rural health cooperatives more than doubled to eighty six programs with 140,000 members (Coombs 2005: 7).

Kaiser Permanente began when the steel maker Henry J. Kaiser arranged for a few doctors to provide prepaid care to his workers and their dependants at the Grand Coulee Dam construction site in the late 1930s.  By the late 1960s the Kaiser Foundation Health Plan, Kaiser Foundation Hospitals and Permanente Medical Groups had six regional divisions operating and was the largest prepaid organization in the nation, serving more than half of the prepaid subscribers in the nation.Henry J. Kaiser said in 1971, “Of all the things I’ve done, I expect to be remembers only for the Hospitals and Health plan.  They’re the things that are filling the people’s greatest need- the need for good health care at a cost that the average family can afford (Coombs 2005: 8 & 13)

The growing availability of private health care insurance for workers and their families during the late 1950s and early 1960s spawned what some have called the “golden age of American medicine”.  Consumer expectation and demand for medical services reach an all time high.  Blue Cross and Blue Shield plans that set reimbursement standards for the industry, were controlled by hospital boards and physicians, who compensated themselves generously (Coombs 2005: 7).

In the 1950s many western industrialized nations nationalized their health services so that all citizens would have access to care.  But in 1953 Congress and the IRS institutionalized the link between private health insurance and work by making company contributions to employee benefit plans tax deductible.  Health insurance became a massive subsidy for the employed (Coombs 2005: 6)

In 1958 older people reported spending more than double what younger people spent on their health care each year.  As age increased, income decreased and health declined, making it even harder to pay medical bills.  In 1962 only 38 percent of retired Americans had health insurance.  Data from the National Health Survey for the years 1958 through 1960 show that half of elderly’s short hospital stays were not covered by health insurance.  Even so, older adults with insurance used about two and a half times as much hospital care as uninsured older adults, indicating a positive correlation between availability of insurance and health care use (Cassel 2005: 16)  

P.L. 88-164, the Mental Retardation Facilities and Community Mental Health Centers Construction Act, provided for grants for assistance in the construction of community mental health centers nationwide. 1965--P.L. 89-105, amendments to P.L. 88-164, provided for grants for the staffing of community mental health centers.  Before this time mental institutions had been used to warehouse elderly people.

In 1964 a Blue Cross spokesman testified before Congress that “insuring everyone over the age sixty-five is a losing business that must be subsidized”(Cassel 2005: 17).  President Lyndon B. Johnson signed the amendment to the Social Security Act in 1965 that created Medicare and Medicaid that subsidized medical care for millions of elderly and low income Americans.  Concessions to the AMA and American Hospital Association were however costly.  Federal and state costs for Medicare and Medicaid rose about 20 percent each year between 1966 and 1970.  The federal government quickly became the largest purchaser of health care services (Coombs 2005: 9). 

The final bill extended Medicare to nearly three million seniors who were not eligible for social security.  Lyndon Johnson signed the bill on July 30, 1965 in the presence of Harry Truman in Independence, Missouri declaring that the enactment of Medicare meant that “no longer will older Americans be denied the healing miracle of modern medicine. No longer will illness crush and destroy the savings they have so carefully put away over a lifetime so that they might enjoy dignity in their latter years.  No longer will young families see their own incomes and their own hopes eaten away simply because they are carrying out their deep moral obligations” (Oberlander 2003: 30-31).

Medicare is unique among international health insurance programs.  “No other industrial democracy” Theodore Marmor observes, “has compulsory health insurance for its elderly citizens alone and none started its program with such a beneficiary group” Oberlander 2003: 17).  Medicare was created by amendments to the Social Security Act in 1965 which established two health care programs for person aged 65 or older, a hospital benefit plan and a medical benefits plan.  Medicare benefits are also payable to persons receiving Social Security disability benefits and can begin after 29 months of disability.  The act also provides government financed medical care of the poor, for inpatient and outpatient hospital services, laboratory and x-ray services, skilled nursing home services, physicians services, home health services, screening and diagnosis for children under age 21 and family planning (HIAA 1997: 156)  

The Health Maintenance Organization Act of 1973 transformed medical care from a cottage industry of private practitioners and benevolent community hospitals into a for-profit corporate enterprise whose officers care more about rewarding investors than helping the sick (Coombs 2005: xiv).  Most reformers agree that by the late 1960s the passage of Medicare and Medicaid in 1965 has created an immense national health care crisis.  Before the Health Maintenance Act of 1973 120 new prepaid health plans were started, afterwards only 40 more were created 1974-1978.  HMOs generally assumed one of three organization forms:  a staff model, a group practice model or an independent practice association. The White House and Congress responded to rapidly rising public and private health care costs by introducing more than two-dozen bills between 1970 and 1973.  The legislative process pitted Democratic proposals for nationalized health care against Republican solutions that promoted free enterprise and competition. Prepaid health plans lobbied for conditions that would enable them to compete successfully in the marketplace.  Organized medicine on the other hand opposed any legislation that might alter its traditional fee for service system. The HMO Act that Nixon signed in December 1973 was less comprehensive than the bills circulated, instead of $3.9 billion in appropriations the final bill allocated a mere $325 million over five years, to assist new HMOs with marketing, initial operating costs and planning, construction and renovation of facilities (Coombs 2005: 27 & 39).

Nixon feared that inflation and slow recovery from the recession in 1969 and 1970 might help Democrats win the 1972 Presidential elections.  To slow inflation he imposed temporary wage and price control on all sector of the economy in August 1971.  The Economic Stabilization Program showed early promise but proved ineffective in the end, especially in the health care industry.  The program limited physician annual fee raised to 2.5% and hospital revenues derived from price increase to no more than 6%.  Sixteen months after Nixon lifted health sector controls, the consumer price index for medical care increased at an annual rate of 13.1%, three times faster than during the control period and nearly twice as fast as before the freeze (Coombs 2005: 45).

Rural residents are often uninsured or underinsured.  Policies are price high for farmers are especially expensive because they have the highest accident rate of any occupational group, yet because they are self employed, they are ineligible for worker’s compensation coverage.  Farmers also suffer a wide variety of chronic health problems related to their working conditions. Farm families have higher infant and maternal mortality rates than urban residents.  Their children often lack immunizations, dental care and treatment for serious illnesses.  Historically their military rejection rates are twice as high as urban dwellers.  Rural dweller have higher rates of chronic depression, alcoholism, divorce, spouse and child abuse and suicide.  The proportion of rural physicians began to decline after WWII.  By the mid 1970s nearly 5% of the nation’s counties had no physicians and hundreds had too few to meet demand (Coombs 2005: 59-60)

Few HMOs enrolled public beneficiaries in the 1970s and 80s.  Inconsistent public policies, inflexible government staff and procedures, late reimbursements and worst of all, low compensation levels made long term participation impossible.  In 1976 the HMO Act was amended to require federal certification of HMOs serving Medicare and Medicaid beneficiaries and to limit the enrollment of public beneficiaries in HMOs to no more than 50% whereas private subscribers were thought to motivate health plans to provide better services (Coombs 2005: 88).

In 1977 Secretary of Health, Welfare and Education Joseph Califano moved Medicare administration out of the SSA and merged it with Medicaid administration in a new agency the Health Care Financing Administration (HCFA) (Oberlander 2003: 125).  In 1980 HEW was divided into the Department of Education and the Department of Health and Human Services (HHS).  

Before the formation of the Italian National Health Service (Servicio Sanitario Nazionale, SSN) in 1978 health care in Italy was financed by a variety of social insurance schemes based on employment and administered by autonomous, quasi-governmental funds.  A general scheme covering private sector employees was established in 1943, while other schemes for public employees the self-employed and particular occupational groups were set up during the 1950s and 60s.  The Italian health system then looked much like Germany’s.  The new SSN modeled on the UK’s replaced these diverse arrangements with a unitary and universal scheme (Freeman 2000: 17).

Different approaches to managed care developed in the 1980s in an effort to control the unsustainable inflation in health care costs.  HMOs exist in three main forms, with some variations.  Managed care organizations (MCOs) represent systems that combine finance and health care delivery.  Preferred provider organizations (PPOs) represent agencies that develop and sell the services of broad provider networks (usually physician dominated).  Provider sponsored organizations (PSOs) represent providers capable of bearing risk and providing a full range of services, they deal directly with purchasers, without an insurance carrier or intermediary.  One new direction was based on the longstanding example of nonprofit HMOs, like Kaiser Permanente (established in the 1950s).  The idea of “health maintenance” derived from the premise that capitation (as opposed to Fee for service) created both an incentive and the flexibility to invest in keeping people healthy rather than treating them only after they become ill (Cassel 2005: 128).

Beginning in 1982, several federal laws were enacted or amended to make Medicare the secondary payer to certain employers’ group health plans.  Each state was permitted to establish its own concept of medical indigence or need (HIAA 1997: 155).  

Employer spending on health benefits in the United States nearly doubled, from $49 billion in 1980 to $93 billion (11 percent of the nation’s payroll) in 1984.  Many large firms bypassed insurance carriers entirely, developing self-funded plans and negotiating directly with providers for services at discounted rates.  The number of employees enrolled in company operated plans doubled, from 21 percent in 1981 to 42 percent in 1985. The Employment Retirement and Income Security Act of 1974 (ERISA) exempted them from burdensome state insurance laws.  At the same time hospital occupancy dropped from a long time average of 75 percent to 67 percent in 1984 (Coombs 2005: 137 & 143).

In the 1980s researchers began to identify problems associated with providing too much, but talk of reducing medical services continued to raise concerns about quality. At this time of recession there was an explosion in the growth of prepaid plans, especially of Preferred Provider Organizations (PPO).  Public offerings for various types of for profit HMOs began to attract interest on Wall Street in the early 1980s.  Ninety nonprofit and three hundred for profit HMOs organized during the last half of the 1980s.  HMO market share nearly tripled from 4 percent in the early 1980s to 11.5 percent in 1987 because of growing employer demand for less expensive medical care and increasing familiarity with prepaid care (Coombs 2005: 146 & 150).

The locus of health care shifted from hospitals to outpatient settings in the 1980s.  By the end of the decade patients were nine times more likely to see a doctor in an office than in a hospital.  Many services formerly performed in hospitals were moved into less expensive, freestanding, outpatient clinics.  Nearly one fifth of all surgeries were performed on an outpatient basis by 1985.  To cope with revenue loss hospitals discouraged physicians from admitting unprofitable patients on Medicare or Medicaid, uninsured or seriously ill with a number of complicated health problems.  Large urban hospitals generally fared well under the Medicare prospective payment system but some small inner city and many rural hospitals had to close.  Institutions belonging to multi-hospital systems increased from 10 percent in 1970 to 44 percent in 1987 (Coombs 2005: 152). Managed care organizations created a demand for primary care physicians, who were supposed to coordinate patient care and restrict unnecessary referrals to specialists.  Medical schools responded to market forces reluctantly, refusing to teach cost effective care and producing an unduly high proportion of specialists, who had to advertise to create demand for their services (Coombs 2005: 153).  

The proportion of health care plans charging deductibles and co-payments doubled from 30 percent in 1982 to 63 percent in 1984.  More than two thirds of plans required beneficiaries to pay a deductible of at least $100.  Employers justified such out of pocket charges as a way to reduce utilization. The Congressional Budget Office reported that families who had to pay 25 percent of their bill spent 19 percent less on services than those with full coverage.  Low-income groups showed the greatest reduction in utilization.  As the 1980s ended thirty five million Americans were uninsured. The importance of health care to all people is too essential to a nation’s well being and to the people’s welfare to be left wholly to the marketplace (Coombs 2005: 154-156).

Organized medicine had several encounters with anti-trust law in the 1940s and 50s when the courts halted practices by the AMA and its local chapters that prevented physicians in participating in pre-paid health care plans.  Medical practitioners were largely immune from charges of monopoly until 1975 when the US Supreme Court rules in Goldfarb v. Virginia State Bar that antitrust law applied to learned professions.  Physicians thought they were immune from commercial pressures and conflicts of interest by the professional standards they had developed in during the nineteenth century.  These standards were based on the doctor’s belief that patients were not ordinary consumers and that doctors had an ethical responsibility to regulate their own behavior.  Organized medicine maintained professional quality by controlling the training and licensing of new practitioners and enforcing ethical standards by prohibiting such activities as fee splitting and advertising.  In 1982 the Supreme Court upheld a 1975 FTC ruling that ended the AMA’s ban on physician advertising.  After Arizona v. Maricopa County Medical Society in 1982 the Supreme Court found that physicians had engaged in illegal price fixing when they established maximum fee schedules for their health plan.  Physician operated networks with fee schedules became regards as anti-trust violations unless participating doctors were in a common business venture with pooled capital and shared risk of loss (Coombs 2005: 175).

By the late 1980s HMOs were serving only about 11 percent of the nation’s Medicaid population.  President Bill Clinton’s administration proposed several health care reforms that would have extended health care services to all Americans by changing funding mechanisms and requiring government compensation to insurers that incurred extra costs when accepting high risk patients.  The failure of his proposals marked the fifth time in sixty years that Congress had refused to accept a presidential call for universal health care. The Clinton bill would have required employers to finance health insurance for their workers (Coombs 2005:  195-196).

Although medical costs in the United States were at least 50 percent more per person that in Switzerland, Germany and France, and twice as much as in all other industrialized nations, American health care standards ranked a lowly thirty-seventh among the world’s nation.  Of the ten most technologically advanced countries, the United States had the highest infant mortality, lowest life expectancy and largest uninsured population.  While other industrialized countries have national health systems that provide care to all citizens, 44.3 million Americans, including 11.1 million children younger than eighteen, had no health insurance in 1998 and 45 million more lacked adequate coverage. Millions of poor and elderly Americans benefited from Medicare and Medicaid in 2000, but many were worse off than their counterparts forty years earlier before those programs began (Coombs 2005: 197).

The nation’s uninsured population had increased rapidly in the early 1980s because rising health care costs forced employers to drop health benefits and competition among insurers reduced the availability of affordable coverage for patients with serious health problems.  Despite a strong economy in the late 1990s more than half of the uninsured lived in families headed by full-time workers who lacked on the job benefits and could not afford private policies.  Traditional safety nets for the uninsured deteriorated or entirely disappeared during this period as financial pressures from competition reduced opportunities for doctors and hospitals to provide charity care (Coombs 2005: 198).

In his State of the Union Address on January 26, 1994, President Clinton made it clear that the major goal of his health plan is to guarantee universal health insurance coverage for all Americans.  To achieve this goal the Clinton plan relies primarily on a mandate requiring all employers to pay up to 80 percent of the cost of health insurance premiums for their workers.  About 66 million wage and salary workers received insurance benefits from their employers in 1994.  Under the Clinton plan another 45 million workers would be covered, although all but 18 million were already covered in some other way such as through a spouses benefit.  The plan intended to finance health care, not by raising taxes, but by sending a bill to employers (O’Neill 1994).

On September 14, 1995 Republican congressional leaders unveiled their plan to overhaul Medicare, the federal health insurance program for elderly and disabled Americans.  They sought to end Medicare’s status as a budgetary entitlement by imposing a cap on program spending.  They called for a reduction in Medicare expenditures of $270 billion over seven years, a 30% decrease that represented the largest spending cut in Medicare’s history.  They proposed transforming Medicare into a competitive market by expanding beneficiaries’ options to leave the traditional Medicare system for private health insurance plans.  Newt Gingrich, Speaker of the House of Representatives, promoted Medicare reform as the, “heart of this fight” to balance the federal budget.  Republican National Committee chairman Haley Barbour warned that Medicare was “the Achilles heel” of the Republican revolution and urged the party to leave it alone until after the 1996 national elections (Oberlander 2003: 1).

In 1996, a compromise measure, the Mental Health Parity Act (MHPA) (P.L. 104-204), was enacted which provided partial parity for the private health insurance marketplace.  It prohibited separate annual and lifetime dollar limits for mental health care, but did not stop group plans from imposing restrictive treatment limits or cost sharing.  In addition, the MHPA was specifically not applicable to substance abuse treatment.  As a consequence, mental health and substance abuse treatment are still not on parity with physical health care.  Revenue losses forced the closure of four hundred emergency departments between 1992 and 1997, mostly in inner city and rural communities, where medically indigent patients used them as a regular and sole source of outpatient care.  Even with fewer emergency rooms, emergency visits increased from 95 million in 1997 to 108 million in 2000.  Wait time increased 33 percent (Coombs 2005: 205).  

The Balanced Budget Act of 1997 mandated a wide variety of key policy changes, including a balanced federal budget 2002.  Among the BBA provisions was a series of Medicare reforms and substantial cuts, of $115 billion over five years, in the rate of growth in Medicare spending.  The BBA established a National Bipartisan Commission on the Future of Medicare. The State Children’s Health Insurance Program (SCHIP) was also enacted as part of the Balanced Budget Act of 1997 (BBA).  The original state children’s health insurance program (SCHIP) was financed by an increase in the federal excise tax on cigarettes.  Current estimates indicate that the average annual cost per child of SCHIP coverage is approximately $1,700 (Burman, Kenney & Rueben 2007).   In 1998, for the first time in three decades, the Congressional Budget Office, announced a federal budget surplus, forecasting a surplus of $131 billion for 2000 and $381 billion by 2009 (Oberlander 2003: 177 & 189).
In 2001, HCFA was renamed the Centers for Medicare & Medicaid Services (CMS).  

By 2002 the federal state Medicaid program had become the nation’s largest insurance program.  It financed health care and social services to more than one in every seven Americans, including twenty four million children, fourteen million adults and thirteen million disabled and elderly individuals.  It was the nation’s largest purchaser of long term care services, paying for more than half of all nursing home expenditures.  In 2002 the federal government provided 57 percent of $259 billion paid out by Medicaid while the other 43 percent came from state budgets (Coombs 2005: 203).

Chapter 8
Working Together for Health: Managing Layoffs

 
The ultimate goal of health workforce strategies is a delivery system that can guarantee universal access to health care and social protection to all citizens in every country.  To the general public, the term “health workers” evokes doctors and nurses. While this does not do justice to the multitude of people who make a health care system work, it does reflect the public’s expectations: encounters with knowledgeable, skilled doctors and nurses who will help them to get better and who will act in their best interests.  NHI would cause the loss of as many as 2.5 million jobs in private insurance companies, clerical and administration staffing, as the result of the reduced administrative burden of single payer national insurance.  2.5 million is 0.83% of the general population and 1.66% of the work force.  The unemployment rate would be expected to increase by 1.5% if everyone were laid off at once.  Section 303(e) of HR 676 gives these millions of displaced workers first priority in retraining and job placement in the new system.  Clerical, administrative, and billing personnel in insurance companies, doctors’ offices, hospitals, nursing facilities, and other facilities whose jobs are eliminated due to reduced administration shall be eligible for two years of unemployment benefits.  
The US health insurance industry in 2007 covered more than 249 million people and employed an estimated 469,172 people directly to underwrite and another 881,863 indirectly to sell, settle or adjust policies, a total of 1,3510,035 workers.  The average wage of direct employees was $61,409 for a total of $25 billion.  The average wage of indirect employees was $50,119 for a total of $43.5 billion (AHIP 2007).  Private insurance is more than ten times more labor intensive than state plans in Canada.  NHI would put as many as 1 million insurance professional out of work. Between 1968 and 1993, US medical care employment, not including private health insurance agents, grew from 3.976 to 10.308 million full-time equivalents. Administration grew from 0.719 to 2.792 million full-time equivalents, or from 18.1% to 27.1% of the total employment.  If US hospitals and outpatient facilities adopted Canada's staffing patterns, 1,407,000 fewer managers and clerks would be necessary (Himmelstein, Lewontin & Woolhander 1996).  

Fig. 8-1 Number of Enrollees and Employees of Selected Major US Private Health Insurers and Canadian Provincial Health Care Plans, 2001

	Plan Name
	No. of Enrollees
	No. of Employees
	No. of Employees/ 10,000 Enrollees

	US Plans
	
	
	

	Aetna
	17,170,000
	35,700
	20.8

	Anthem
	7,883,000
	14,800
	18.8

	Cigna
	14,300,000
	44,600
	31.2

	Humana
	6,435,800
	14,500
	22.5

	Well Point
	10,146,945
	13,900
	13.7

	Canadian Plans
	
	
	

	Saskatchewan Health
	1,021,288
	145
	1.4

	Ontario Health Insurance Plan
	11,742,672
	1,433
	1.2


Source: Woolhandler, Steffie M.D., M.P.H.; Campbell, Terry M.H.A., and Himmelstein, David U. M.D., Costs of Health Care Administration, N Engl J Med 2003; 349:768-75. August 21, 2003
In 1999, health administration costs totaled at least $294.3 billion in the United States, or $1,059 per capita, as compared with $307 per capita in Canada (Woolhandler, Campbell & Himmelstein 2003). In 1969 costs resembled those in Canada.  In 1983 the proportion of health care expenditures consumed by administration in the United States was 60 percent higher than in Canada and 97 percent higher than in Britain. Administrative costs in the United States increased 37 percent in real dollars between 1983 and 1987, whereas in Canada they declined. The proportion of health care spending consumed by administration is at least 117 percent higher in the United States than in Canada and accounts for about half the total difference in health care spending between the two nations (Woolhander, Himmelstein 1991).  

Fig. 8-2 Administrative and Clerical Personnel as a Percentage of the Health Care Labor Force in the United States, 1969 through 1999
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Source: Woolhandler, Steffie M.D., M.P.H.; Campbell, Terry M.H.A., and Himmelstein, David U. M.D., Costs of Health Care Administration, N Engl J Med 2003; 349:768-75. August 21, 2003
The surest way to eliminate administrative waste is to attack its underlying cause through comprehensive health care reform. Providing universal access to health insurance for all Americans is necessary.  It will assist in reducing administrative expenses by eliminating the complications of billing and collecting. Another reliable way to reduce administrative expenditures will be to provide all Americans with a health card, that summarizes their health care coverage and medical records so that billing can be accomplished through paperless electronic methods to the single government payer.  The administrative functions of health care systems are best assessed by relating them to the purposes they are intended to serve. When the purposes are objectionable in themselves, such as billing and marketing to low-risk person, the associated administrative functions are easy candidates for elimination. When there is controversy about the purposes, the disputes will have to be resolved on their merits before agreement can be reached on whether the associated administrative expenditures are justified. When we agree that the purposes are good, our focus should be on finding the most efficient and effective administrative approach to achieving them (Blumenthal 1993).

Funding the 2.5 million people who would become unemployed, both insurance agents and administrative personnel, as the result of the transition to NHI, would be the priority for the roughly $2 trillion in assets accumulated by private health insurers.  With roughly a million dollars per person it should not be difficult to afford the costs of re-education and unemployment benefits and still gradually return a trillion dollars to the National Health Insurance Trust Fund.  Congress must negotiate more with insurance companies to provide for the transition to national health insurance by appropriating the trillions of dollars that health insurance companies have saved in assets.  These appropriations would need to take place over time for the private insurance companies to verify that the government is providing quality financing and to ensure that former workers are protected against financial catastrophe.  While some insurance professionals would remain to manage the investments and some administrators would remain, the majority needs their unemployment and retraining financed.  It is logical that the majority of them would pursue careers in health care, although funding for their education should not be limited to the health sector alone.  The government could assist them in securing employment by making it more difficult for foreign trained doctors and nurses to secure work visas in the United States.   

Fig. 8-3 Health Industry Aggregates Maturity of Bonds, 2003-2006
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Source: National Association of Insurance Commissioners. Statistical Compilation of Annual Health Insurance Information. STA-HB
Medical Education has been prioritized by many Congresses and there are a large number health scholarships and research grants listed in the Catalog of Federal Domestic Assistance.  The American Board of Medical Specialties (ABMS) oversees board certification for medical doctors (MD).  ABMS is composed of 24 primary medical specialty boards and six associate members: the American Hospital Association, American Medical Association, Association of American Medical Colleges, Council of Medical Specialty Societies, Federation of State Medical Boards of the United States, and National Board of Medical Examiners.  To be a board eligible Physician a medical doctor must pass the MCAT,  graduate from  medical school, choose a specialty for a three year residency and pass the medical board exam.  Doctors then continue to study medicine with Continuing Medical Education (CME) courses. To be a licensed practical nurse at least 1 to 2 years of study in a community college are required.  To be a registered nurse (RN) three to four years studying at a college of nursing are required.  Nurse board certification exams are overseen by the American Nurses Credentialing Center in conjunction with the American Nurses Association.
From policy and management perspectives, the framework focuses on modulating the roles of both labor markets and state action at key decision-making junctures: 1. Entry: preparing the workforce through strategic investments in education and effective and ethical recruitment practices. 2. Workforce: enhancing worker performance through better management of workers in both the public and private sectors. 3. Exit: managing migration and attrition to reduce wasteful loss of human resources. 4. The world’s 1600 medical schools, 6000 nursing schools and 375 schools of public health in aggregate are not producing sufficient numbers of graduates program.  Education quality is assured through a process of institutional accreditation and professional regulation (licensing, certification, registration and continuing medical education).  Substantial improvements in the availability, competence, responsiveness and productivity of the workforce can be rapidly achieved through an array of low-cost and practical instruments.
Supervision makes a big difference. Supportive yet firm – and fair – supervision is one of the most effective instruments available to improve the competence of individual health workers, especially when coupled with clear job descriptions and feedback on performance. Moreover, supervision can build a practical integration of new skills acquired through on-the-job training. 

Fair and reliable compensation. Decent pay that arrives on time is crucial. The way workers are paid, for example salaried or fee-for-service, has effects on productivity and quality of care that require careful monitoring. Financial and non-financial incentives such as study leave or childcare are more effective when packaged than provided on their own. 

Lifelong learning should be inculcated in the workplace. This may include short term training, encouraging staff to innovate, and fostering teamwork. Frequently, staff devise simple but effective solutions to improve performance and should be encouraged to share and act on their ideas. 

The workforce must be mobilized to address specific health challenges in the local community, nationally and internationally:

The MDGs target the major poverty-linked diseases devastating poor populations, focusing on maternal and child health care and the control of HIV/AIDS, tuberculosis and malaria. Countries that are experiencing the greatest difficulties in meeting the MDGs, many in sub-Saharan Africa, face absolute shortfalls in their health workforce. Major challenges exist in bringing priority disease programs into line with primary care provision, deploying workers equitably for universal access to HIV/AIDS treatment, scaling up delegation to community workers, and creating public health strategies for disease prevention. 

Chronic diseases, consisting of cardiovascular and metabolic diseases, cancers, injuries, and neurological and psychological disorders, are major burdens affecting rich and poor populations alike. New paradigms of care are driving a shift from acute tertiary hospital care to patient-centered, home-based and team-driven care requiring new skills, disciplinary collaboration and continuity of care – as demonstrated by innovative approaches in Europe and North America. Risk reduction, moreover, depends on measures to protect the environment and the modification of lifestyle factors such as diet, smoking and exercise through behavior change. 

Health crises of epidemics, natural disasters and conflict are sudden, often unexpected, but invariably recurring. Meeting the challenges requires coordinated planning based on sound information, rapid mobilization of workers, command and- control responses, and inter sectoral collaboration with nongovernmental organizations, the military, peacekeepers and the media. Specialized workforce capacities are needed for the surveillance of epidemics or for the reconstruction of societies torn apart by ethnic conflict. The quality of response, ultimately, depends upon workforce preparedness based on local capacity backed by timely international support. 

What is needed now is political will to implement national plans, and cooperation to align resources, harness knowledge and build robust health systems for treating and preventing disease and promoting population health.  At the heart of each and every health system, the workforce is central to advancing health. There is ample evidence that worker numbers and quality are positively associated with immunization coverage, outreach of primary care, and infant, child and maternal survival. The quality of doctors and the density of their distribution have been shown to correlate with positive outcomes in cardiovascular diseases.  LEE Jong-wook Director General of the WHO at the High-Level Forum, Paris, November 2005 stated, “We have to work together to ensure access to a motivated, skilled, and supported health worker by every person in every village everywhere.”  

Chapter 9

Disparities in Health Insurance

Disparities related to race, ethnicity, and socioeconomic status pervade the American health care system.  Nearly half the population, about 125 million people, live with some type of chronic condition.  About half that number live with multiple chronic conditions.  Of the Medicare population, 88 percent are estimated to be living with one or more chronic conditions and 65 percent with multiple chronic conditions (Cassel 2005: 47). Recent figures commonly show 5 percent of the population using over 50 percent of health care resources and 50 percent using over 95 percent. This leaves half the population using less than 5 percent of health care resources. Similar figures apply to the older Medicare population, with a concentration of expenditures in the last year of life and especially during the last month (Cassel 2005: 121).  

Age is a major factor in the demand for health care and expenditure.  According to the 1997 National Health Interview Survey of adults aged 55 to 64, 28 percent had a disability that limited their daily activities, compared with 19 percent of those aged 45 to 54 and 10 percent of those aged 18 to 44.  Similarly, rates of chronic conditions such as arthritis and hypertension are noticeably higher at age 45 and higher still at age 55 (Cassel 2005: 111).  The risk of breast cancer increases with age.  A woman’s chance of being diagnosed with breast cancer is one out of 252 at age forty, one out of 68 at age 50, one out of 35 at age sixty and one out of 27 at age seventy. The rate of overall screening among women rose from 31 percent to 47 percent between 1990 and 1995.  Two out of five people over age seventy and almost half of those over age eighty need help with one or more daily activities.  Almost three quarters of the people caring for these elders are family members, 42 percent are their children and 25 percent are spouses (Cassel 2005: 112).        

Based on data from the 2006 National Health Institute Survey (NHIS), a total of 54.5 million (18.6%) persons of all ages were uninsured for at least part of the year prior to the interview Working-age adults were almost twice as likely to experience this lack of coverage (24.1%) as children under the age of 18 (13.0%). The percentage of children uninsured during at least part of the year prior to the interview decreased from 18.1% in 1997 to 12.6% in 2005.  In 2006, 12.7% of poor children and 16.5% of near-poor children did not have health insurance.  A significantly greater percentage of Hispanics (33.1%) were uninsured than White (10.5%), Blacks (16%), Asians (13.3%) or other, including people of multiple races (21%).  In the United States the major disparity in health insurance coverage regards working age people who do not get employment sponsored insurance or qualify for a disability. 

Fig. 9-1 Uninsured Status by Age, Race, 2006

	Category
	Uninsured
	Uninsured for at least part of year
	Uninsured for more than a year

	Age
	
	
	

	All Ages
	14.8
	18.6
	10.5

	Under 65 years 
	16.8
	20.9
	11.8

	Under 18 years
	9.3
	13.0
	5.2

	18-64 years
	19.8
	24.1
	14.5

	65 years and over
	0.9
	1.5
	0.7

	Sex
	
	
	

	Male
	16.7
	20.2
	12.3

	Female
	13.1
	17.0
	8.7

	Race
	
	
	

	Hispanic
	33.1
	36.8
	26.9

	White
	10.5
	14.1
	6.9

	Black
	16.0
	20.4
	10.3

	Asian
	13.3
	16.0
	9.5

	Other or Multiple
	21.0
	25.7
	9.4


Source: Cohen, Robin PhD; Martinez, Michael MPH; Health Insurance Coverage: Early Release of Estimates from the National Health Interview Survey, 2006. Centers for Disease Control. June 2007
Ownership of Medicare supplemental insurance is correlated with income, race, education and health status.  Whites are almost twice as likely as nonwhites to have supplemental coverage.  The elderly below the poverty line are less than one half as likely to have private insurance as the aged with incomes twice the poverty level.  Medicare beneficiaries with thirteen years of education are almost twice as likely to be covered than those with fewer than eight years of education.  While75% of the elderly who considered themselves to be in excellent health carried private insurance, only 45% of those self-described as in poor health did so. In 1992 fewer than 5% of the elderly had private long term care insurance.  There was another source of nursing home coverage, Medicaid.  In 1992 payment for long term care services represented over one third of all Medicaid expenditures and although the aged made up less than 10% of the Medicaid population, 30% of program spending went to services for the elderly.  To many elders Medicaid long term care was unacceptable and a 1985 AARP poll found that 40% of seniors were reluctant to establish their eligibility for Medicaid (Oberlander 2003: 51).

Persons who frequently use hospital EDs (defined as four or more visits over two years) are those with anticipated higher needs for health care services - specifically, the elderly, the poor, and persons living with chronic conditions, all of whom are more likely to be in poor health. High ED Users are not obtaining medical services exclusively at the ED but also utilize outpatient services at a greater rate than Low ED Users, with 86% of High ED Users having 4 or more outpatient visits compared to 72% for Low ED Users. In addition, our examination of ED utilization by insurance coverage reveals that the uninsured are not more likely to frequently visit the ED than those who have insurance. The uninsured, while making up roughly 15% of the sample population, are responsible for about 14% of total ED visits and about 12% of aggregate ED expenditures.  Persons below the FPL, 13% of the sample population, are much more likely, about 25%, to be high ED users rather than low, 16% or non users, 12%.
Fig. 9-2 Risk of High Emergency Department Use by Insurance Coverage, 2003
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Source: Peppe, Elizabeth; Mays, Jim; Chang, Holen; Becker, Eric; DeJulio, Bianca. Characteristics of Frequent Emergency Department Users. The Henry J. Kaiser Family Foundation. October 2007
Great disparities exist amongst races. For example, while only 8% of non-Hispanic whites report that their health is fair or poor, 13% of Hispanics, 15% of African- Americans, and 17% of Native Americans. Additionally, while only 15% of whites have no usual source of health care, twice as many Hispanics lack a usual source of health care. Racial disparities are also evident in access to prenatal care. In 2004, only 2% of white women received late or no prenatal care, while 5% of Hispanic women, 6% of African-American women, and 8% of Native American women received little or no prenatal care. Latinas now have the highest teen birth rate in the U.S. with increased birth rates in a number of states.550 Less than 4 out of 10 teen mothers who start their families before the age of 18 finish high school, leaving them unprepared for the job market and more likely to raise their children in poverty. Furthermore, 32% of Native American workers between the ages of 18-64 are uninsured, as are 40% of Hispanic workers, and 23% of African-American workers, while only 14% of white workers go without health coverage.

Additionally, studies have shown that blacks receive inferior medical treatment to that received by whites. While previous studies have found that whites receive better medical

care than blacks, a new study reveals the reason for the difference to be implicit racial bias. Finding racial bias in patient treatment, the study revealed most of the doctors were more likely to prescribe a potentially life-saving, clot-busting treatment for the white patient than for the African-American patient. One effect of inferior insurance and treatment may be the established mortality rate gap between black and white women with breast cancer. A Chicago, Illinois Breast Cancer Task Force recently released recommendations after finding black women’s mortality rate was 68% higher than that of white women (ACLU 2007). 

Fig. 9-3 Death Rate for Men by Race/Ethnicity, 2004
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The Henry J. Kaiser Family Foundation. Race, Ethnicity and Health Care: Fact Sheet: The Health Status of African American Men in the United States. April 2007
African American men have the lowest life expectancy and highest death rate compared to men and women in other racial/ethnic groups in the United States. The overall death rate for African American men is 1.3, 1.8, 1.7 and 2.4 times that of White, Hispanic, American Indian/Alaska Native, and Asian or Pacific Islander men respectively.  Homicide is the leading cause of death for African American men between the ages of 18 and 34, and the 4th leading cause of death for African American men between the ages of 18 and 64.1 Among non-Hispanic White men in the same age groups, homicide is the 5th and 10th leading cause of death respectively. African American males also have higher death rates than men from other racial groups for heart disease, HIV/AIDS, and certain cancers, including prostate, lung, and colon.
In general men are more likely to lack insurance than women. This is in part because men are less likely to qualify for public sources of insurance in which eligibility is linked to the care of dependent children. Over 25% of non-elderly African American men were without health insurance in 2005 compared to 16% of non-Hispanic Whites and 21% of Asians.8 A higher percentage of non-elderly Hispanic, Native Hawaiian/Pacific Islander, and American Indian/Alaska Native men were uninsured than African American men.  The majority of Americans between the ages of 18 and 64 receive health coverage through their employer (64%).  However, just over half (53%) of African American men had employment-based coverage in 2005, compared with 70% of non-Hispanic White men, 65% of Asian, and 42% of Hispanic men. This number in part reflects differences in types of employment, in income, and in the unemployment rate of African American men. On average, 8% of non-elderly African American men were unemployed in 2005 compared to 4% of non-Hispanic White men. The unemployment rate was higher (11%) for African American men between the ages of 18 and 34.  African American men are disproportionately represented in the criminal justice system. Ten percent of African American men between the ages of 18 and 34 were in prison in 2005. This was almost 3 times the rate of Hispanic men and almost 7 times the rate of non-Hispanic White men. Prisoners reentering the community have difficulty obtaining stable employment, decent housing, and health coverage.

For those over age 65 and those with permanent disabilities who qualify for Social Security, Medicare provides health insurance protection, keeping them from the ranks of the uninsured. Slightly more than half (54%) of all Americans receive employer-sponsored health coverage and 5% purchase coverage through the non-group or

individual market. Medicaid and other public programs assist 12% of individuals primarily from low-income families. The remaining 16% of Americans are uninsured. The likelihood of being uninsured is higher in some states due to the nature of their economy and the scope of public programs, with over 20% of the non-elderly population uninsured in 10 states.
Mortality differs significantly by race or ethnic group as measured by age adjusted death rates.  In 1998 these death rates per 100,000 people from heart disease in the United States were 211.8 for black non-Hispanics, compared to 145.3 for white non-Hispanics, 101.5 for Hispanics, 106 for American Indians and 78 for Asians. Life expectancy may also vary with marital status, mortality rates for married people are 21 percent lower than rates for similar singles.  Life expectancy at 20 for gay and bisexual men, in Vancouver, is 8 to 20 years less than for all men.  Married people not only live longer but also tend to have higher earnings than singles by about 14% (Fullerton & Mast 2005: 24 & 25).  There has been a gap in life expectancy between whites and blacks in the United States of nearly a decade since the beginning of the 20th century although the gap has narrowed in last half a century. Women of both races tend to live longer than men.  Since the 1970s black women have tended to live as long as white men.

Fig. 9-4 Life Expectancy for Whites and Blacks by Sex
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Source: National Vital Statistics Reports, Vol. 50. No. 6.; Life Expectancy at Birth, by Race and Sex, Selected Years 1929-98 Vol. 49, No.12.Deaths, Preliminary Data for 2000.U.S. Census Bureau. P23-190 Current Population Reports: Special Studies. 65+ in the United States

Increasing income may not be expected to increase life expectancy.  For example over time in the United States and Britain there is no stable relationship between the growth of income and the decline of mortality rates.  In the US in 1998 men are expected to live 73.8 years, while women are expected to live 79.5.  Women on average earn less than their male counterparts.  In 1999 the full time male earnings were $36,476 compared to $26,324 for women.  Therefore, women tend to outlive men despite lower earnings.  Life expectancy and earnings tends to increase with education (Fullerton & Mast 2005: 23). Male Social Security–covered workers born in 1941 who had average relative earnings in the top half of the earnings distribution and who lived to age 60 would be expected to live 5.8 more years than their counterparts in the bottom half. In contrast, among male Social Security–covered workers born in 1912 who survived to age 60, those in the top half of the earnings distribution would be expected to live only 1.2 years more than those in the bottom half.  The gap between the life expectancy of the rich and poor has been widening since the 1960s in the United States. In Canada the gap in life expectancy at birth between neighborhood income quintiles diminished between 1971 and 1996, and the probability of surviving to age 75 by income quintile remained roughly constant from 1970 to 1996. (Waldron 2007).

In the United States uninsured cancer patients are nearly twice as likely to die within five years as those with private coverage, according to the first national study of its kind and one that sheds light on troubling health care obstacles (Stobbe 2007).  An area study comparing cancer survival in Toronto, Ontario, to that in Detroit, Michigan (both located on the Great Lakes) found low-income residents of Toronto experiencing greater survival rates than their counterparts in Detroit for 13 of 15 cancer sites, while middle- and high-income groups exhibited no survival difference by city of residence.  The difference in survival rates of the rich and poor are so great in the United States that the wealthiest quintile is competitive with the longest lived developed nations but the poorer half are even with the former Soviet republics (Waldron 2007).  The biomedical know-how now available is either not available to the lower socioeconomic classes in the United States, or its impact, at this stage in the reduction of mortality, is relatively small compared with what could be achieved through reduction of the gap in levels of living and life styles associated with education, income, occupation, and geographic locale (Kitagawa & Hauser 1973).

To redress these disparities the 110th Congress has introduced numerous bills.  The Minority Health Improvement and Health Disparity Elimination Act HR 3333/ S1576 provides $500 million for programs of excellence in health professions, education for underrepresented minorities.  The bill supports demonstration projects designed to improve the health and health care of racial and ethnic minority groups through improved access to health care, health promotion and disease prevention activities, and health literacy. The Indian Health Care Improvement Act Amendments of 2007 HR 1328 / S 1200 provides $2.7 billion in 2008, $16 billion 2008-2012 to SCHIP and Indian Health Programs as well as incorporate the Indian Health Service in the Public Health Service of DHHS and establish a National Bipartisan Indian Health Care Commission (Thomas, James, Lilli-Blanton 2007).

Chapter 10

Healthcare Not Warfare
Public health and medical crimes and errors such as diverting medical supplies and human resources, abuse and torture, spreading illness to profit, sponsoring domestic abuse, medical killing in the name of science, and eugenics for social goals, have been perpetrated with the complicity of health and medical professionals since the dawn of time. Uses and misuses of biomedical and public health knowledge during time of war or armed conflict are commonplace and the transition to NHI should not be attempted until the nation is officially at peace.  Furthermore, the national health insurance program must be separate from the military health and penal health systems.  Not only must medical decision-making be dissociated from the profit motive but also the money must not be corrupted by the armed forces.  As the bearer of all illness and death the medical establishment is armed and dangerous with germs, toxins and mental illness, in their own right, wherefore neutrality must be observed.  This chapter explains how medicine itself is the greatest danger to life in developed nations. Law and Ethics will therefore be the basis for medical decision-making of NHI.            

Since the Nuremberg Code in 1947 concluded the judgment of the Doctors Trial – the Medical Case of the subsequent Nuremberg Proceedings – and founded bioethics as an independent discipline, dozens of binding treaties, declarations and other texts have drawn up very specific provisions that protect the public and biomedical practitioners from harm (and from doing harm) both in peacetime and in times of conflict. In June 1977, for example, 27 articles, which are known as the “principles of medical neutrality” in times of war, were added to the body of International Humanitarian Law, the Protocols Additional to the Geneva Conventions. The most recent reformulation of aid workers’ competencies and responsibilities in times of conflict and man-made disasters appears in the Sphere Handbook, a document that aims to improve the quality and the accountability of the humanitarian system.  

To ensure that physicians are ethical they swear to uphold the Hippocratic Oath, the longest surviving ethical code of conduct, when they graduate, that is summarized in the doctrine to “do no harm”.  The performance of all health workers, in terms of both competence and responsiveness, is also influenced by their sense of professional identity, vocation and work ethic.  The protection of health systems and biomedical practice from harm requires a universal commitment.  As prerequisites to such a commitment, formal education curricula for health professionals should gradually incorporate studies in bioethics, human rights and humanitarian law.  Worker training, even for unskilled health related work, should always include a course in ethics that must include the prohibition of biological weapons.  To reaffirm basic ethical principles for modern medicine the World Medical Association adopted the International Code of Medical Ethics in their 3rd General Assembly in 1949 to always bear in mind the obligation to respect human life while exercising their independent professional judgment and maintaining the highest standards of professional conduct.

In the United States the AMA Code of Medical Ethics is drafted by the AMA Council on Ethical and Judicial Affairs. Other health professions defer to this Code in the drafting of their own Ethics, if they have written one.  Because of the inherent danger in medicine, often disguised in social goals, politics and litigation are risky, because of the ease with which one can make a decision in behalf of the rich and powerful without sufficient research or consultation with the largely poor and disabled people affected.  Ethics, in the spirit of judicial review, is much preferred for reviewing medical practice and health care policy, because of professional competence. In the late 1980s the AMA estimated that doctors spent more than $15.4 billion, 17 percent of their earnings, on liability protection, $3.7 billion from insurance premiums, $1 million for time in court, and $11.7 billion for defensive medical practices.  Medical malpractice premiums have doubled or quadrupled since the last figures were compiled (Coombs 2005: 253).

Health insurance is fraught with Health Care Fraud and Abuse.  Under E-9.132 a physician shall deal honestly with patients and colleagues, and strive to expose those physicians deficient in character, competence, or who engage in fraud or deception. Physicians should make no intentional misrepresentations to increase the level of payment they receive or to secure non-covered health benefits for their patients.  Most of all health care providers and insurers must avoid engaging in a pattern of abuse for profit, ie. Organized crime and corruption.  Insurers must not jealously conceal their assets because that is the basic premise to the charge of Laundering of Monetary Instruments 18USC§1956.  Providers, particularly billers and administrators, must not seek to liquidate these assets by torturing and abusing people until they seek medical help.
Health care fraud and abuse are serious problems that have a significant effect on the private and public health care sectors.  According to a May 1992 report to Congress by the General Accounting Office, health care fraud and abuse cost the nation as much as 10 percent of the money it spends on health care annually.  Health insurance fraud can be perpetrated by medical providers, insureds, or a combination of both.  In some cases, employees of insurance companies have conspired with providers or insureds to cheat their companies.  Health fraud is an intentional deception or misrepresentation that the individual or entity makes, knowing that the misrepresentation could result in some unauthorized benefit to the individual, or the entity or another party (HIAA 1997: 175).  

In 1997 Kaiser Permanente and Harvard Vanguard administrators explained why their organizations favored nonprofit health care, Health care that is structured to accommodate the sensitivities and demands of human biology will look different from health care that is organized to meet the requirements of stockholders.  A health plan constructed for financial profit measures success quarterly.  A health plan created to accommodate the need of human biology, on the other hand, adopts the perspective of life span; its success is expressed in health outcomes and quality of life (Coombs 2005: 236).  The AMA Council on Ethical and Judicial Affairs has decide that physicians should forgive or waive co-payments if they pose a financial barrier to the patient’s obtaining needed care (Coombs 2005: 256-258).
Fig. 10-1 Hospital Characteristics
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Source: Kuttner, Robert. Market Based Failure – A Second Opinion on Health Care Costs.  New England Journal of Medicine. Volume 358:549-551. February 7, 2008
There is an Ethical Responsibility to Study and Prevent Error and Harm under E.8.121.  In the context of health care, an error is an unintended act or omission, or a flawed system or plan that harms or has the potential to harm a patient.  In health care there is a delicate balance between neglect and abuse.  The Institute of Medicine estimated that 18,000 deaths in America could be attributed to a lack of health insurance coverage in 2004, in 2006 that number had risen to 22,000 (Goldman & Rowland 2008).  In 1999 the Institute of Medicine’s Committee on Quality of Health Care in America reported that medical errors cause 44,000 to 98,000 hospital deaths annually, claiming more lives than car accidents, breast cancer, or AIDS.  Inadvertent deaths in other treatment venues, such as nursing homes and doctors offices add to that toll (Coombs 2005: 251).  Another study puts the number of death attributed to medical error at 783,936 more than heart disease, 699,697 or cancer 553,251 (2001) (Null, Dean, Feldman, Rasio & Smith 2003). 

Fig. 10-2 Estimated Annual Mortality and Economic Cost of Medical Intervention

	Condition
	Number of Deaths
	Estimated Cost
	Complications

	Adverse Drug Reactions
	106,000
	$12 billion
	19%

	Medical Error
	98,000
	
	17%

	Bedsores
	115,000
	$55 billion
	10%

	Nonsocomial Infection
	88,000
	$5 billion
	5-6%

	Malnutrition
	108,000
	
	10%

	Iatrogenic Outpatient
	199,000
	$77 billion
	25%

	Surgery Related
	32,000
	$9 billion
	30%

	Total
	783,936
	$282 billion
	


Source: Null, Gary PhD; Dean, Carolyn MD; Feldman, Martin MD; Rasio, Deborah MD; Smith, Dorothy MD. Death by Medicine. Life Extension Magazine. 2003   

Some researchers estimate that 50 to 85 percent of the treatments doctors order are inadequately tested.  The number of people having in-hospital, adverse reactions to prescribed drugs is estimated to be 2.2 million per year. The number of unnecessary antibiotics prescribed annually for viral infections is 20 million per year. The number of unnecessary medical and surgical procedures performed annually is 7.5 million per year. The number of people exposed to unnecessary hospitalization was 8.9 million out of 37 million in 2001.  The death rate from drug errors is estimated at 106,000 (Lazarou 1998).

Seeking medical treatment is itself may be an error.  In 1973 doctors in Israel staged a month-long strike and during that month, mortality fell by 50 percent. A couple of years later, a two-month work stoppage by doctors in the Columbian capital of Bogotá led to a 35-percent decline in deaths. During a “work slowdown” by doctors in Los Angeles protesting against sharp increase in premiums for liability insurance, deaths fell by 18 percent. Once doctors were back at work full time, mortality immediately jumped back to the previous level. Every year, 1.2 million Britons are hospitalized as a result of improper medical care. In the United States – where 40,000 people are shot to death each year – the chance of getting “killed” by a doctor is three times greater than being killed by a gun.  Every year significantly more people die from an infection sustained while in the hospital than as a result of traffic accidents (Mercola 2007).
Fig. 10-3 Elderly Long Stay Nursing Home Residents, 1999 and 2004
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Source: Kasper, Judith; O’Malley, Molly. Changes in Characteristics, Needs and Payment for Care of Elderly Nursing Home Residents 1999-2004. June 2007
Approximately 1.6 million elderly are confined to nursing homes. By 2050, that number could be 6.6 million.  In 2004, only 18% of long-stay or permanent residents walked without help or supervision from another person in 1999 30% could. However as the result of growth in community based alternatives and improved outcomes and options the number of elderly long-stay nursing home residents (90 days or longer) declined from 1.21 million to 1.06 million between 1999 and 2004 (Kasper & O’Malley 2007).  20 percent of all deaths occur in nursing homes, however autopsies are performed on only 1 percent of these deaths.  Bedsores are estimated to account for 115,000 deaths annually.  Over one million people develop bedsores in U.S. hospitals every year, they can be avoided with proper nursing care. The mortality rate in hospitals for patients with bedsores is between 23% and 37%.  The Coalition for Nursing Home Reform states that at least one-third of the nation's 1.6 million nursing home residents may suffer from malnutrition and dehydration, which hastens their death. The report calls for adequate nursing staff to help feed patients who are not able to manage a food tray by themselves.  It is estimated that 108,800 premature deaths due to malnutrition occur in nursing homes (Burger, Kayser-Jones & Bell 2000).

Nonsocomial infection acquired from hospitals account for another 88,000 deaths.  Reports from more than 270 US hospitals showed that the nosocomial infection rate itself had remained stable over the previous 20 years, with approximately five to six hospital-acquired infections occurring per 100 admissions, a rate of 5-6%. Due to progressively shorter inpatient stays and the increasing number of admissions, however, the number of infections increased. It is estimated that in 1995, nosocomial infections contributed to more than 88,000 deaths, or one death every 6 minutes. The rate of nosocomial infections per 1,000 patient days rose from 7.2 in 1975 to 9.8 in 1995, a 36% jump in 20 years (Weinstein 1998). Unnecessary procedures cause 37,136 deaths.  Surgery related errors account for another 32,000 deaths, 12,000 from unnecessary surgeries (Leape 1989).

Under E-2.067 Physicians must oppose and must not participate in torture for any reason.  The Convention Against Torture and Other Cruel, Inhuman or Degrading Treatment or Punishment of June 26, 1987 defines torture as, any act by which severe pain or suffering, whether physical or mental, is intentionally inflicted on a person for such purposes as obtaining from him or a third person information or a confession, punishing him for an act he or a third person has committed or is suspected of having committed, or intimidating or coercing him or a third person, or for any reason based on discrimination of any kind, when such pain or suffering is inflicted by or at the instigation of or with the consent or acquiescence of a public official or other person acting in an official capacity.  In the United States definition of torture is expanded to include threats of death and is prohibited under 18USC(113C)§2340A.  The connection between torture and murder is made in 18USC(51)§1111(c)(6).
The medical establishment, by reason of its physical focus and comparable levels of income and prestige, is very vulnerable to conspiring with the legal system in a discriminatory fashion, to inflict punishments upon alleged criminals and dissidents.  Under E-2.065 physicians can ethically participate in court-initiated medical treatments only if the procedure being mandated is therapeutically efficacious and is therefore undoubtedly not a form of punishment or mechanism of social control.  The most blatant form of unethical court initiated medical treatment involves court ordered enforcement of psychiatric drugs although both taking and withdrawing from these drugs can contribute to them committing horrible acts (Hazen & Erickson 2008).  In this method mental health consumers, usually involuntarily and often unnecessarily hospitalized, are ordered to consume a regimen of psychiatric drugs, by a judge, at the behest of the psychiatrist who fails to sell their patient drugs.  This practice subverts both the ethics of the psychiatric professions and undermines the Court, that in many states also has the responsibility to adjudicate wills, creating a conflict of interest with the primarily elderly people who have drawn up wills and do not wish to die from being tricked to consume dangerous and unnecessary drugs or involuntarily exposed to toxins, to hasten their death for profit.

Having uncovered the ill will that drives so much human behavior, torture, it is time to treat upon the other half of wrongful deaths and illnesses to answer why do we become sick?  Medical errors are estimated to cause 750,000 deaths and millions of illnesses annually.  Biological weapons, such as germs and toxins unleashed from medical laboratories, often with the intention of increasing health care profits, wreak an equal amount of damage to life and more to health.  Under E-2.078 Guidelines to Prevent Malevolent Use of Biomedical Research, Biomedical research may generate knowledge with potential for both beneficial and harmful application, when the goals of research are antithetical to the foundations of the medical profession, as with the development of biological or chemical weapons the physician is precluded from participating in the research.  Whoever knowingly develops, produces, stockpiles, transfers, acquires, retains, or possesses any biological agent, toxin, or delivery system for use as a weapon, or knowingly assists a foreign state or any organization to do so of a type or in a quantity that, under the circumstances, is not reasonably justified by a prophylactic, protective, bona fide research, or other peaceful purpose is prohibited under 18USC(10)§175
Bio-terrorism is so common that knowledge of it is jealously guarded in the medical establishment and to prohibit it can be politically dangerous, the victim is generally referred to the unnecessary and expensive medical treatment the toxin was designed to promote.  The delivery agents are frequently family members and corrupt landladies, acting out of tenant landlord relations with the community watch, who have access to a person’s “wardrobe” and “death bed” and also medical billing who sometimes go beyond the poison bill to prosecute unlawful entries into a person’s home.  The conspiracy is wide spread, with many connections to political and judicial power, and countless civilian agents, so it is politically dangerous for victims to speak.  Victims must be believed and counseled in confidentiality to purchase new beds and clothes and to identify which of their companions are administering the toxins so that they may be cast out with the medical bills or to move to a more secure location if the sanctity of the locking door is not honored, such as a nursing home.  This can be very expensive, although Ipecac costs $1.30 and heart surgery $200,000.  The government should financially assist refugees from biological warfare.  It would dramatically increase life expectancy and overall health if there were more incentive to be an innocent civilian than to join the guerilla militia, even negligently, by disregarding complaints and omitting home remedies.

While the will presents some motive, poisoning is a distinctly medical corruption that is often financed at low rates of pay in medical referral schemes.  The toxins themselves can be found in medical journals doing research on laboratory animals and in health laboratories.  What is the potential liability of biotechnology companies for harm?  Bio-technology companies clearly require regulation to ensure that all bio-hazards are properly disposed of.  To make large scale reductions in the amount of bio-terrorism and poisoning that occur it makes sense to heighten bio-security of bio-technology corporations and medical research facilities.  Toxins and diseases must be properly destroyed or disposed of, after the laboratory has finished conducting its legitimate tests.  For the most effective prohibition with respect to biological weapons, it must be prohibited from within the medical establishment, for toxic products and by-products to be diverted from bona fide research.  Government regulators must assure that disposal system are well documented and not corrupt, in any way.  The United States does far more medical research than other developed nations but only seems to enjoy higher prices, lower life expectancy, more illness and more biological warfare as a result.  Great care must be taken to ensure that NHI promotes health care not warfare.
The Code of Ethics is somewhere between highly recommending and requiring institutions for form Ethics Committees to give due process to ethical issues without burdening the legal system.  Ethics committees in health care institutions should be educational and advisory in purpose. Generally, the function of the ethics committee should be to consider and assist in resolving unusual, complicated ethical problems involving issues that affect the care and treatment of patients within the health care institution. Recommendations of the ethics committee should impose no obligation for acceptance on the part of the institution, its governing board, medical staff, attending physician, or other persons. However, it should be expected that the recommendations of a dedicated ethics committee will receive serious consideration by decision makers E-9.11.  All hospitals and other health care institutions should provide access to ethics consultation services.  A wide variety of background training is preferable, including such fields as philosophy, religion, medicine, and law.  Ethics consultation services, like social services, should be financed by the institution E-9.115.  

Chapter 11

Counsel on Longevity
The overall objective of health is to promote well being and ultimately lengthen life.  In the time of King David, BC 1037-967, when people obeyed strict dietary and hygienic laws and alms and wisdom flowed freely, regulated by written Psalms, the bible states, “the days of our lives are 70 yrs, and by reason and strength 80, yet they boast only of labor and sorrow”(Psalm 90-10).  For most of history humanity was not so wisely ruled and life expectancy was between 25-50 years.  Primarily as the result of improvements in water purity and sewage treatment, but also because of technological advancements in medical treatment, pharmaceutical drugs and government regulation between 1900 and 2000, life expectancy at birth in the United States increased from 47 to 77 years.  Life expectancy for people aged 65 increased more than 6 years during the twentieth century, in 2002 a 65 year old American woman could expect to live almost 20 more years and a moan additional 16.6 years. 

In 1900, one third of all deaths in the United States were attributed to three major categories of infectious disease: pneumonia and influenza, tuberculosis, and diarrheal diseases and enteritis.  Many additional deaths were caused by typhoid, menningococcal meningitis, scarlet fever, whooping cough, diphtheria, dysentery, and measles. Altogether, common infectious diseases accounted for 40% of all deaths in 1900 but they accounted for only 4% of all deaths in 2000. Cardiovascular disease (CVD; heart disease and stroke) accounted for 14% of all deaths in 1900 and for 37% in 2000. Cancer accounted for only 4% of all deaths in 1900 but for 23% in 2000.  In 1900, infant mortality was 162 per 1,000 live births and life expectancy at birth was only 47 years. In 1940, infant mortality was 63 per 1,000 live births and life expectancy was 55 years. In 2000, infant mortality was 7 per 1,000 and life expectancy was 77 years.  As a result of these changes in mortality, and of reduced birth rates, the population of the US is aging.  In 1900, only 18% of US residents were age 45 or older. In 1940, 28% were age 45 or older and in 2000, 34% were age 45 or older. 

Fig. 11-1 Infant Mortality and Life Expectancy in the United States 1900-2000
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Source: Montana Cancer Control Section. Quarterly Surveillance Report. October 2006
The United States is by no means the world leader in longevity.  For life expectancy at birth, it is ranked twenty fourth among males and twenty first among females, behind Japan and most Western European countries.  In terms of life expectancy at age sixty-five the United States ranks thirteenth for males and fourteenth for females, once again trailing Japan and Western Europe (Cassel 2005: 2-3). Counting smaller countries, the United States continues to lag behind at least 40 other nations. Andorra, a tiny country in the Pyrenees mountains between France and Spain, has the longest life expectancy, at 83.5 years, according to the U.S. Census Bureau. Most of recent progress in life expectancy is attributed to the public becoming increasingly aware of the impact of smoking, excessive drinking, uncontrolled hypertension, lack of exercise and poor diet on the incidence of disease and injury (HIAA 1997: 31).  

Never before have so many people lived to a healthy old age.  In 1900 there were about 3 million people aged sixty-five and over in the United States, making up 4.1 percent of the population.  By 1963 the number had grown to 17.5 million; and one could reasonably expect to survive to old age.  In 2000 about 35 million citizens were aged sixty-five or over, constituting 12.5 percent of the population.  By 2030, this age group will account for about 70 million people, or 20 percent of the population.  Life expectancy at age sixty-five is now seventeen years, five years longer than at the turn of the century.  Many sixty-five year olds remain physically and mentally active and capable of contributing to society on many levels.  Those over age eighty-five, known as the oldest old, are the fastest growing segment of the population.  In 1900, they accounted for only 4 percent of all people over age sixty-five.  Now that figure is 12 percent and growing, it is expected to triple by 2040 to 14.3 million.  Now that figure is 12 percent and growing, it is expected to triple by 2040 to 14.3 million.  Even living to one hundred is no longer a rarity. In 1950 there were roughly 3,000 centenarians in the United States.  In 2000 centenarians on the rolls of the Social Security Administration numbered about 65,000.  In 2010, estimates put the number at well over 100,000, perhaps as high as 200,000.  In fifty years the figure may approach 1 million.  Some authorities talk seriously of life expectancies of 110 or 120 years (Cassel 2005). 

The life expectancy for Americans was nearly 78 years in 2005, the longest in U.S. history. That age, based on the latest data available, was still lower than the life span in more than three dozen other countries, however. The annual number of U.S. deaths rose from 2,397,616 in 2004 to 2,447,910 in 2005, a depressing uptick after the figure had dropped by 50,000, 2 percent, from 2003 to 2004, the biggest decline in nearly 70 years. On the other hand, the age-adjusted death rate reached a record low of 798.8 deaths per 100,000 U.S. standard population.  This value is 0.2 percent lower than the 2004 rate of 800.8 deaths per 100,000 U.S. standard population.  In 2005, the number of deaths increased by about that same amount. U.S. life expectancy at birth inched up to 77.9 from the previous record, 77.8, recorded for 2004. 

A study of 99% of US death records note a continued differences by race and sex. Life expectancy for whites in 2005 was 78.3, the same as it was in 2004. Black life expectancy rose from 73.1 in 2004 to 73.2 in 2005, but it was still nearly five years lower than the white figure. Life expectancy for women continues to be five years longer than for men.  The age-adjusted death rate for heart disease dropped from 217 deaths per 100,000 in 2004 to about 210 in 2005, and actual deaths dropped from about 652,500 to about 649,000. The stroke rate dropped from 50 per 100,000 to about 46.5, and the number of stroke deaths dropped from about 150,000 to 143,500.  But the count of cancer deaths rose from about 554,000 to about 559,000, according to the report.  There was a 5 percent increases Alzheimer's disease, the No. 7 leading cause of death, and for Parkinson's disease, No. 14. There was a slight increase in the infant mortality rate, from 6.8 per 1,000 live births in 2004 to 6.9 in 2005 (Kung, Hoyert, Xu & Murphy 2007).

Fig. 11-2 Cholesterol Chart

	Total Cholesterol Level
	Category

	Less than 200 mg/dL
	Desirable level that puts you at lower risk for coronary heart disease. A cholesterol level of 200 mg/dL or higher raises your risk.

	200 to 239 mg/dL
	Borderline high

	240 mg/dL and above
	High blood cholesterol. A person with this level has more than twice the risk of coronary heart disease as someone whose cholesterol is below 200 mg/dL.


	HDL Cholesterol Level
	Category

	Less than 40 mg/dL
(for men)
Less than 50 mg/dL
(for women)
	Low HDL cholesterol. A major risk factor for heart disease.

	60 mg/dL and above
	High HDL cholesterol. An HDL of 60 mg/dL and above is considered protective against heart disease.


Source: American Heart Association. Scientific Statement: Managing Abnormal Blood Lipids. 2005;112:3184-3209
A healthy diet is extremely important for people hoping to cheat diabetes and heart disease, leading causes of death. Heart disease is the leading cause of death.  It is estimated that 65 million American adults with high blood cholesterol need to make the therapeutic lifestyle changes (TLC) needed to lower their cholesterol and, with it, their risk for heart disease. Cholesterol is a waxy, fat-like substance that is found in all cells of the body. To travel in the bloodstream, cholesterol is carried in small packages called lipoproteins. The small packages are made of fat (lipid) on the inside and proteins on the outside. Two kinds of lipoproteins carry cholesterol throughout your body. It is important to have healthy levels of both: Low-density lipoprotein (LDL) cholesterol is sometimes called bad cholesterol. High LDL cholesterol leads to a buildup of cholesterol in arteries. The higher the LDL level in your blood, the greater chance you have of getting heart disease. High-density lipoprotein (HDL) cholesterol is sometimes called good cholesterol. HDL carries cholesterol from other parts of your body back to your liver. The liver removes the cholesterol from your body. The higher your HDL cholesterol level, the lower your chance of getting heart disease. On the whole, Americans should reduce the amount of saturated fat, trans fat, cholesterol and total fat in their diet. 

Diabetes is one of the nation's most prevalent, deadly, and costly diseases. Diabetes is a leading cause of heart disease, stroke, kidney disease, blindness and lower limb amputation. 20.8 million American children and adults- 7% of the population have diabetes. Nearly one-third doesn’t know they have the disease. Another 54 million have "pre-diabetes," meaning their blood sugar levels are higher than normal but not high enough for a diagnosis of diabetes, putting them in an elevated risk category (Conyers 2007).  On some Indian reservations 50% of the population have been diagnosed with diabetes.  Type 1 diabetes, or juvenile onset diabetes, the body fails to produce enough insulin.  Type 2 diabetes the body either fails to produce insulin or the cells ignore the insulin.  Diabetics must limit their sugar consumption; avoid alcohol, eat a healthy diet and exercise.  If they are careful they can thrive.  

Living to 100 is easier than you might think. Surprising new research suggests that even people who develop heart disease or diabetes late in life have a decent shot at reaching the century mark. "It has been generally assumed that living to 100 years of age was limited to those who had not developed chronic illness," said Dr. William Hall of the University of Rochester.  In Hall’s study, Boston University researchers did phone interviews and health assessments of more than 500 women and 200 men who had reached 100. They found that roughly two-thirds of them had avoided significant age-related ailments. But the rest, dubbed "survivors," had developed an age-related disease before reaching 85, including high blood pressure, heart disease or diabetes. Yet many functioned remarkably well - nearly as well as their disease-free peers.  Overall, the men were functioning better than the women. Nearly three-fourths of the male survivors could bathe and dress themselves, while only about one-third of the women could. The researchers think that may be because the men had to be in exceptional condition to reach 100. "Women, on the other hand, may be better physically and socially adept at living with chronic and often disabling conditions," wrote lead author Dr. Dellara Terry and her colleagues.

Rosa McGee is one of the healthy women in the study who managed to avoid chronic disease. Now 104, the retired cook and seamstress is also strikingly lucid. "My living habits are beautiful," McGee said in an interview at her daughter's Chicago apartment. "I don't take any medicines. I don't smoke and I don't drink. Never did anything like that."
Until late 2006, when she fell in her St. Louis home, McGee lived alone and took care of herself. Now in Chicago, she is less mobile but still takes walks a few times weekly down the apartment building hallways, with her daughter's help. McGee credits her faith in God for her good health. She also gets lots of medical attention - a doctor and nurse make home visits regularly. Genes surely contributed - McGee's maternal grandparents lived to age 100 and 107.  McGee clearly explais how one must benefit from medical assistance without becoming hooked on their drugs.

While genes are important, scientists don't think they tell the whole story about longevity. A second, larger study of men in their 70s found that those who avoided smoking, obesity, inactivity, diabetes and high blood pressure greatly improved their chances of living into their 90s. In fact, they had a 54 percent chance of living that long. Their survival decreased with each risk factor, and those with all five had only a 4 percent chance of living into their 90s. Those who managed to avoid lifestyle-related ailments also increased their chances of functioning well physically and mentally two decades later. The study followed 2,357 men for about 25 years or until death, starting in their early 70s. About 40 percent survived to at least age 90. Among survivors, 24 percent had none of the five risk factors. "It's not just luck, it's not just genetics. ... It's lifestyle" that seems to make a big difference, said lead author Dr. Laurel Yates of Harvard's Brigham and Women's Hospital. "It's get your shoes on, get out there, and do some exercise," she said. "These are some things you can do" to increase the chances of a long life.

Yates said it's never too late to adopt a healthier lifestyle, though the findings don't address whether waiting until age 70 to stop smoking, lose weight and exercise will increase longevity. Hall noted that the United States has more than 55,000 centenarians, and that Americans 85 and older are the country's fastest-growing group of older adults. He said the new research underscores how important it is for doctors to become adept at treating the oldest of the old, who are "becoming the bread and butter of the clinical practice of internal medicine" (Tanner 2008).

Edna Parker is the world's oldest known person at 115.  She was born April 20, 1893, and is recognized by Guinness World Records as the oldest of that group last August after the death of a Japanese woman four months her senior.  There are only 75 people alive -- 64 women and 11 men -- who are 110 or older, according to the Gerontology Research Group, an Inglewood, Calif.-based group that verifies reports of extreme ages.  Research on about 1,500 centenarians hints at another factor that may protect people from illnesses such as heart attacks and stroke -- they appear not to dwell on stressful events and “manage their stress better than the rest of us (Callahan 2008).

People who live a long time are more likely to report being happy.  This could be because happier individuals survive into old age.  Between 15 percent and 33 percent of 18-year-old Americans were likely to say they were very happy, with women happier than men and whites happier than blacks, based on findings from the survey conducted between 1972 and 2004. The older people got, the more likely they were to report being happy, with slightly more than half of respondents in their 80s saying they were very happy.  As a cohort Baby Boomer had the lowest rate of happiness (Yang 2008).
From the caregivers perspective the principles of geriatric medicine provide a firm foundation for defining quality care for an aging population and reflect concerns common to all patients.  Geriatric medicine emphasizes care that is patient centered: patients are entitled to care that is customized to their needs, continuous, coordinated, and cooperative attention from practitioners, and timely access to information so that they can control the care they receive (Cassel 2005: 42).  Edward Wagner, who has spent his career studying the management of chronic illnesses, identifies five elements required to improve outcomes for the chronically ill.

Evidence based practice explicitly incorporate evidence based, planned care into practice through guidelines and protocols based on research.

Teamwork, organize practices to meet the needs of patients who require more attention, incorporating a broad spectrum of staff skills, flexibility in the use of resources, and closer follow-up.  Multi-disciplinary expertise is usually essential, with careful coordination and communication among team members.

Patient empowerment, communication with patients should give systematic attention to the patient’s need for information to help manage behavioral change for disease prevention or to cope with disabilities.

Clinical integration benefits from advances in science and technology, patients must be able to see the right specialist at the right time.   Their needs can be accommodated with large, integrated systems in which many specialists work together, or by Internet computer support.  Physicians and patients together should have access to objective information that allows them to identify specialists with the best outcomes of care. 

Electronic medical records and supportive information systems can help to track patients who need various kinds of prevention reminders and follow-up care.  Similarly, electronic transfer of medical records can reduce redundancy in forms and laboratory tests and avoid the loss of important clinical information (Cassel 2005: 47-48).

Chapter 12

Single Payer Universal Health Insurance

Single payer health insurance will greatly simplify health care administration.  Even without instituting NHI, the coordination of benefits (COB) under a single payer system, namely the Centers for Medicare Medicaid and SCHIP (CMS), would reduce administrative costs, simplify billing and eliminate biohazards resulting from the proliferation of medical billing.  Single payer insurance would ensure that a covered person does not recover more than the actual medical expenses when more than one policy provides benefits.  One insurance company is designated the primary carrier, the plans that are determined not to be the primary plan determinate responsibility for payment so that the total payments from all plans do not exceed actual medical expenses (HIAA 1997: 8).  

In a non-NHI single payer system CMS would receive the bill and patient insurance information from the medical provider, CMS would then notify the patient to see if they object, bill the insurance carriers, pay the medical providers and bill the patient for the remainder.  In a non-NHI system cost sharing provisions in benefit plans requiring insureds to pay a portion of their medical expenses through deductibles, coinsurance and co-payment would continue.  Single payer health insurance is an important bio-security measure that the United States should implement immediately in order to improve the public health of its population that is tired of being billed to death.

The current medical billing system is based upon reimbursement codes that support an array of regional private medical billing companies.  Reimbursement codes are a component of the CMS Healthcare Common Procedure Coding System (HCPCS), the AMA's Current Procedural Terminology (CPT) coding systems and the International Classification of Diseases (ICD-9).  Coding is required to ensure billing upholds professional standards.  Medical billing, administration, insurance and recordkeeping are federally regulated under the Health Insurance Portability and Accountability Act of 1996 PL 104-191 of August 21, 1996 that simplified the administration of health insurance, improved continuity of coverage and guaranteed the privacy of medical records.
The transition to single payer would be mostly a matter of simplifying the electronic claim system.  In 1996 health care organizations spent an average of $500 per worker on information technology compared with, for example, $12,000 per worker spent by financial investment and security systems.  In a 1999 survey of investment in electronic systems by the US Department of Commerce health care ranked thirty-eighth in a field of fifty three industries (Cassel 2005: 50).  Single payer health insurance will be a major step forward in the transition to electronic medical records.  Government supervision by the single payer, CMS, should greatly improve the security of medical recordkeeping.  In France there are 61 million people and 61 million green cards called, Vitale. Germany now has the gazoontite card. In Taiwan everyone has a health card that medical providers use to access medical records and bill the government. There’s no paper anymore in France, the 61 million people are served with 3-percent administrative costs and high levels of satisfaction and international ratings. 
Government helps to protect policyholders by making certain that the insurer is solvent.  Government supervision is a means of making sure that that the insurance policy is understandable and does not contain unreasonable restrictions and limitations.  Insurers generate a considerable amount of revenues and accumulate sizeable assets.  Governments, particularly state governments, have seen in these revenues and assets the means of generating revenues of their own.  The investment operations of insurers are subject to the same degree of supervision as those of banks and trust companies (HIAA 1997: 138).  Single payer insurance would give the government greater responsibility and opportunity to review hospital and medical bills that are routinely scanned for accuracy by claim examiners.  Bills in excess of $10,000 are audited by the insurer to verify that the charges on the bill are accurate and that the services were actually provided to the patient. The claim function in health insurance plays a vital role in the performance and operations of the insurer.  It requires knowledge of the benefit structure of group and individual plans and coordination with other departments in the insurance company to ensure that all appropriate claims are paid (HIAA 1997: 96 & 99).

In the United States half of all bankruptcies are caused by medical bills. Three-quarters of those filings are people with health insurance.  Among those whose illnesses led to bankruptcy, out-of-pocket costs average $11,854 since the start of illness; 75.7 percent had insurance at the onset of illness, 42% of them suffered lapses in health insurance coverage as the result of disability related unemployment. Even middle-class insured families often fall prey to financial catastrophe when sick (Himmelstein, Warren, Thorne, Deborah & Woolhandler 2005).  A single payer system must be able to bankrupt itself on the basis of income, assets and appropriateness of treatment, to avoid excessively billing the patients and costly litigation. 

Fig. 12-1 Characteristics of the Non-elderly Uninsured, 2006
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Source: Rowland, Diane ScD. Health Care Affordability and the Uninsured. Executive Vice President Kaiser Family Foundation and Executive Director Kaiser Commission on Medicaid and the Uninsured. Testimony to the Hearing on the Instability in Health Coverage of the Committee on Ways and Means Health Subcommittee. April 15, 2008
Having agreed that single payer health insurance is medically necessary there are two options for achieving universal coverage - NHI or through subsidizing private health insurance plans for the middle income and expanding government insurance programs for the poor. America’s Health Insurance Plans (AHIP) advocates for universal coverage through subsidies to existing private insurers.  Their plan is that the federal government should provide subsidies for the purchase of private coverage to individuals and families with incomes under 400 percent of the FPL. Individuals with incomes under 300 percent of the FPL should receive greater assistance.  People at 100 percent of the FPL should be eligible for Medicaid.  Insurers would become more reliant upon taxes but would continue to collect premiums from individuals and employers (AHIP 2006).  It is estimated that to provide needed medical coverage for the uninsured would cost $44.9 billion in public programs or $68.7 billion in private insurance plans (Coombs 2005: 264).  

The United States is the only industrialized nation that has not achieved universal health insurance through either a national or social insurance plan. Taiwan presents an excellent case study of NHI.  In Taiwan, in the year that the National Health Insurance program was introduced in 1995, there was a one time big jump in cost, but in 2005 it’s only 6.16-percent. Growth over this 13 year period has been less than 1.5-percent of the GDP.  Yet population wise, they have gone from covering 57-percent to universal, national coverage.  In 2005, the growth rate of national health expenditure was contained at 3.37-percent.  Satisfaction at the very beginning of the introduction which was in March 1995 was around 30-percent but by the end of the year, satisfaction had gone up to 60-percent and it’s been in the 70’s ever since then except for a one time dip when they increased the premium.  If people use the system more than 20 times a month a friendly NHI official to see what is wrong visits them. Is there a non-medical problem that they can solve?  The President said, with tears in his eyes, “people come up to me and clasp my hand and said, thank you Mr. President; now I can go to the doctor when I ache and I don’t go broke”.
The German health care system is comprised of over four hundred employer sponsored statutory “sickness funds” that pay for medical care and disability compensation while a person is unemployed due to illness.  Germany had only 200,000 uninsured in Germany yet takes pride in having them covered, now that it’s universal. Ulla Schmidt, Minister of Health of Germany says, “It was intolerable to me that Germans should beg when they’re sick. We use the word dignity, that matters to the people, we need to rediscover that above all, the health system of a nation is an expression of the moral values of that society” (Kaiser 2008).  It will be much more difficult, and expensive, to cover the 47 million, including 9 million children, uninsured in America.  It will be difficult to convince employers to pay the high new price for health insurance premiums.  Employers can be mandated but that will make it difficult for small businesses and the government will have to be generous with tax credit.  It would be cheaper if employers, reluctant to pay the price for health insurance, could buy Medicaid.

Fig. 12-2 Average Annual Premium Costs for Covered Workers, 2000 and 2007
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Source: Rowland, Diane ScD. Health Care Affordability and the Uninsured. Executive Vice President Kaiser Family Foundation and Executive Director Kaiser Commission on Medicaid and the Uninsured. Testimony to the Hearing on the Instability in Health Coverage of the Committee on Ways and Means Health Subcommittee. April 15, 2008
In the United States the cost of employer-sponsored health coverage increased 78% from 2001 to 2007, rising faster than wages and inflation. In 2007, the average total premium for a family policy was $12,106—about the same amount as the annual earnings of a full-time minimum wage worker. Employees have seen their average share of annual premiums for a family policy double from $1,619 in 2000 to $3,281 in 2007. As premiums rise, firms may find it difficult to maintain the level of health benefits they offer workers, particularly in times of economic downturn and slowed profits.  80% of the uninsured come from families with a full or part time worker, but most work in places where health insurance is not a benefit offered through their job. 

Fig. 12-3 Health Insurance Coverage in the US, 2006
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Source: Rowland, Diane ScD. Health Care Affordability and the Uninsured. Executive Vice President Kaiser Family Foundation and Executive Director Kaiser Commission on Medicaid and the Uninsured. Testimony to the Hearing on the Instability in Health Coverage of the Committee on Ways and Means Health Subcommittee. April 15, 2008
In 2007, 60% of firms offered health benefits to workers, down from 69% in 2000. Even if a firm offers health benefits, some employees (about 15% of all employees) are ineligible because they work part-time, are recent hires, or do not meet other eligibility criteria.  Only three in ten poor workers have coverage through their own or a spouse’s employer, compared to 92% of higher-income workers. More than half of poor workers are not offered coverage through their own or a spouse’s employer. Another 15% of poor workers decline coverage when offered, most likely due to the cost of their share of the health insurance premium. For a worker earning $30,000 per year, the employee share ($3,281) of the average 2007 family premium would be more than 10% of their income.

Fig. 12-3 Uninsured Rates Among the Non-elderly by State, 2005-2006
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Source: Rowland, Diane ScD. Health Care Affordability and the Uninsured. Executive Vice President Kaiser Family Foundation and Executive Director Kaiser Commission on Medicaid and the Uninsured. Testimony to the Hearing on the Instability in Health Coverage of the Committee on Ways and Means Health Subcommittee. April 15, 2008
Out of 296.1 million people in the United States in 2006, 54% had employer sponsored insurance, 5% had private non group insurance, 16% were uninsured, 14% had Medicare, 12% had Medicaid or some other public insurance. Slightly more than half (54%) of all Americans receive employer-sponsored health coverage and 5% purchase coverage through the non-group or individual market. For those over age 65 and those with permanent disabilities who qualify for Social Security, Medicare provides health insurance protection, keeping them from the ranks of the uninsured.  Medicaid and other public programs assist 12% of individuals primarily from low-income families.  The likelihood of being uninsured is higher in some states due to the nature of their economy and the scope of public programs, with over 20% of the non-elderly population uninsured in 10 states.  As a state administered, federally assisted program, that covers working age adults and children, Medicaid is the most promising program to extend coverage to those people who are currently uninsured.  The program could be expanded, under a single federal payer, to cover all people living below 150% of the poverty line with plans to move to a national health insurance program if health care costs did not decline. 

For low-income families, Medicaid and the companion State Children’s Health Insurance

Program (SCHIP) play a critical role in covering 29 million children and 24 million non-elderly adults, including 8 million low-income adults with severe disabilities for whom private insurance is not a viable option. However, the reach of Medicaid and SCHIP is limited and leaves many of the poor and low-income population without health coverage.  Most states (45 total) have authorized Medicaid and SCHIP eligibility levels for children at 200% of poverty or higher. 

Fig. 12-4 State Authorized Children’s Eligibility for Medicaid/SCHIP, January 2008
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Source: Rowland, Diane ScD. Health Care Affordability and the Uninsured. Executive Vice President Kaiser Family Foundation and Executive Director Kaiser Commission on Medicaid and the Uninsured. Testimony to the Hearing on the Instability in Health Coverage of the Committee on Ways and Means Health Subcommittee. April 15, 2008
In conclusion, single payer universal coverage, is a temporary compromise that Congress must reach with NHI, that remains the long-term goal.  Single payer insurance is a medical necessity to stop the proliferation of bio-terrorism in medical billing and state Medicaid/Medicare contracting corporations and agencies that reduces life expectancy and consumer satisfaction.  Universal coverage is also necessary to the medical establishment for two reasons.  First, to overcome rising disparities in health outcomes, between the rich and the poor and between the United States and other developed nations.  Second, to maintain standing in a world where the United States is the only developed nation that does not offer its people universal coverage.
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