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ew would dispute that our health care system is
deeply troubled. Estimates are that 39 million
Americans are completely uninsured, and millions more have inadequate coverage.After a
brief lull, health care costs have resumed their
exuberant growth. Health maintenance organizations
(HMOs) have both failed to contain costsand fallen to the
basementof public esteem,commercial pressurethreatens
medicinet best traditions, and healing h* become a spectator sport, with physicians and patients performing
before a growing audienceof bureaucratsand reviewers.
Opinions on solving these problems are even more
divided.We advocatenational health insurance becausewe
are convinced that any lessermeasureswill fail.

The Problem
In the 35 years since the implementation of Medicare and
Medicaid, a welter of patchwork reforms has been tried.
HM O s an d d i a g n o s i s -re l a te dg ro u p s promi sed busi nesslikeefficiency that would contain costs and free funds
to expand coverage,but the resulting market competition
has created a variecy of new problems. Billions of dollars
have been used to expand Medicaid and similar programs
for children, and both Medicare and Medicaid have tried
managedcare.None of theseinitiatives has made a dent in
the number of uninsured. Nor have they durably controlled costs or lessenedthe bureaucratization that is consuming the medical profession.
Patchwork reforms founder on a simple problem:
e x p a n d i n g c o v e r a g e a l w a y s i n c r e a s e sc o s t s u n l e s s
resourcesare diverted from elsewherein the system. \6th
the U.S. economy going sour, our health care costs are
nearly double those of any other nation and large infusions of new money are unlikely.
\flithout this new money, patchwork reforms can
only increasecoverageby siphoning resourcesfrom existing clinical care. Advocates of managed care and market
competition once argued that their strategy could reduce
health care costs by trimming clinical fat. Unfortunately,
this "diet" program was overseenby new layers of bureaucrats who were not only intrusive but also expensiveand
devoured virtually all of the clinical savings.
Resourcesarl seepinginexorably from the bedsideto
the executivesuite.Bureaucracynow consumesnearly 30
The shortageof bedside
percent of our health.carebud.g'et.
nurses co-exrstswith a proliferation of RN utilization
reviewers,and cliniciansare being pressuredto seemore
patients to increaseinstitutional profit by their colleagues
who have withdrawn from direct care and now work in
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administration. The latest policy nostmms-medical savings accounts and voucher schemessuch as President
B ush' s " premi um support" proposal f or M edicar ewould further amplify bureaucracyand limit care.
Medical savingsaccounts discouragepreventive and
primary care and fail to curb the high costs of care for the
severeillnessesthat account for most health spending.
Theseplans also require insurersto start keeping track of
all out-of-pocket spending while retaining their existing
bureaucracy,and would slash the cross-subsidy from
healthy enrolleesto the sick.
Voucher programs are thinly veiled mechanismsto
cut care. The vouchers offered are invariably too skimpy
to allow people to purchase adequatecoverage,forcing
lower income individuals into substandardplans. Voucher
schemesalso posit that frail elders and other vulnerable
patientswill make wise purchasingdecisionsfrom a welter of confusing insuranceoptions, and they boost insurance overhead by shi fti ng peopl e fro m gr oup plans
(Medicare or employer groups) into the individual insurancemarket where overheadconsumesmore than 35 percent of premiums.
To anyone with a history of cancer,voucher programs
are a cruel joke. Vouchers would cover only a fraction of
the exorbitant premiums insurancecompanieschargecancer survivors in the individual insurancemarket.

The Solution
The key to achieving significant health care savingsis single-sourcepayment. Canadaand numerous other nations
use this solution and it works. Canadianhospitals,which
are mostly private, nonprofit institutions, do not bill for
individual patients.They are paid a global annual budget
to cover all costs, much as a fire department is funded in
the U.S. Physicians,most of whom are in private practice,
bill by checking a box on a simple insuranceform. Fee
schedulesare negotiated annually between provincial
medical associationsand governments,but all patients
have the samecoverage,so patientswith cancerand others
who need expensiveor long-term care need never fear
exceedingtheir benefits.
Unforrunately, during the 1990s,Canadat health care
funding was starved by governmentsresponsiveto pressure from the healthy and wealthy who did not want to
subsidize care for the sick and poor. Canadian and U.S.
health care spending was once comparable,but today
Canada spends barely half what we do per capita. Even
though shortagesof expensive,high-technology care have
continuedon page 22
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resulted. Canada'shealth outcomes remain better than
ours: their life expectancyis two years longer and most
quality comparisonsindicate that Canadiansenjoy care
equivalent to that received by insured Americans. For
instance,Canadiandeath rates are lower than those in the
U.S. for both cardiovasculardiseaseand cancer,especially
among younger individuals with potentially curable
malignancies.A system structured like Canada's
but with double the funding could provide
high-quality carewithout the waits or
shortagesthat Canadianshaveexperienced.

(vs. roughl y 70 percent i n C anada).B esidesM edicar e,
Medicaid, and other public programs, our governments
fund tax subsidiesfor private insurancethat exceed$1OO
billion per year, and local, state,anclfederal agenciesthat
p u r c h a s ep r i v a t e c o v e r a g ef o r g o v e r n m e n t w o r k e r s
account for 22.5 percent of total employer health care
spending (Voolhandler and Himmelstein, unpublished
analysisof Current Populadon Survey data from the U.S.
C ensusB ureau.2001).
W e suggestthat the nat ional healt h
ffi ' a
lnsurance
program be demonstratedin one
\
or rwo statesbefore it is nationally adopt\
.d.Funding might initially mimic existing YO
\
o
I patternsto minimize economic disrup- o
o
tion, but all paymentswould be funneled
I
flt through the national health insurance cr
(,
{t trust fund that would receivethe monies o
o
that
currently
go
to
Medicare,
Medicaid,
it, Jl
and employeeheaith benefit subsidies.
Employers would pay a tax equivalentto
what they now spend for group insurancepolicies..Inthe long lrn, lshift to a
more progressivefinancial basefunded by
income tax would provide a fairer and more
efficient revenuertr."ni.
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The Model
The national health insurancethat we propose would createa single,tax-funded,
comprehensiveinsurer in each state,
federally mandatedbut locally controlled. Everyone would be fully
insured for all medically necessary
services,and private insurance duplic at ing t he na ti o n a l h e a l th i n s u ra n c e
''\
coveragewould be proscribed (as is currently the casewith Medicare).The cur,
rent Byzantine insurance bureaucracy, '. i
with its tangle of regulations and
wasteful duplication, would be dismantled.
Instead, the national health insurance trust
fund would dispenseall payments, and central
administrativecostswould be limited by law to lessthan
3 percent of total health carespending.
Each hospital and nursing home would negotiatean
annual global budget with the national health insurance
basedon past expenditures,projected changesin costsand
use, and proposed new and..innovativeprograms.Many
hos pit al adm i n i s tra ti v e ta s k s w o u l d d i s a ppear.There
would be no hospital bills to keep track of, no eligibility
determinationsto make, and no need to attribute costs
and chargesto individual patients.
Clinics and group practicescould electto be paid feefor-service or receiveglobal budgets similar to hospitals.
While HMOs that merely contract with providers for
c ar e would b e e l i m i n a te d , th o s e th a t a c tual l y empl oy
physicians and own clinical facilides could receiveglobal
budgets,fee-for-servicepayments,or capitationpayments
(with the proviso that such payments could not be diverted to profits or exorbitant executivecompensation).
As in Canada,physicians could elect to be paid on a
fee-for-servicebasis or receive salariesfrom hospitals,
clinics,or HMOs.
Properly structured, the administrative savings
national health insurancecould createwould pay for the
expandedcoverage.

Funding
While national health insurancewould require new taxes,
thesewould be fully offset by a decreasein insurancepremiums and out-of-pocket costs.The additional tax burden would be smaller than anticipated,since nearly 60
percent of health care spending is already tax supported
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The Difficulties
The national health insurance we propose faces
important political and practicalobstacles.
The virtual elimination of private health insurancewill evoke stiff
opposition from insurancefirms and investor-owned hospitals. D*g firms will fear that a national health insurance
program would curtail their profits. In addition, the financial viabiliry of the proposedsystemis critically dependent
on achievingand maintaining administrativesimplicity.
Vigilance and starutory limits would be neededto curb the
tendency of bureaucr^cy to reproduce and amplify itself.
Canada controls costs by enforcing overall budgetary limits. Canadaalso implements a macromanagementapproach
that contrasts sharply with our micromanagement
approach,with its case-by-case
scrutiny of billions of individual expendirures.

Conclusions
N ati onal heal th i nsurancecoul d sol ve the cost ver sus
accessconflict by slashingbureaucraticwaste and reorienting the way we pay for health care.National health
insurancecould also restore the physician-patientrelationship and free physiciansfrom the bonds of managed
care and overw hel mi ng paperw ork, w hi l e st ill giving
patientsa free choiceof physiciansand hospitals.
How many more failed patchwork reforms must we
try? How many more patients must be deprived of care
becausethey cannot afford it, and how many trillions of
dollars must we squander on a malignant bureaucracy
beforewe adopt the only viable soludon? (#
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