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4. Abstract- The necessary economic conditions for an efficient competitive market for health services do not exist.  Evidence from the current competition between insurance companies shows that it is likely that these market forces will aggravate the dual problems of high cost and poor access.  A tax-financed universal health insurance offers the best alternative and is consistent with both progressive and conservative principles for reform.

5. The enactment of tax-financed universal health insurance at the national level will most likely require successful enactment at the state level.  A significant mass movement for sweeping health reform will be needed and will require substantial leadership from the provider community to overcome the concentrated insurance and business interests likely to oppose reform

Introduction

Perhaps it is time for reflection again on the future of the American health care system.  The year 2000 presidential campaigns featured new proposals for expanding access to health care coverage for all.  Unfortunately, most of the debate centered on the cost of providing insurance to all rather than a discussion of the principles upon which a national health care system should be built.  According to a Kaiser Family Foundation survey done in August of 2001, 92% of Americans believe it is important that the President and Congress deal with the issue of increasing the number of people covered by health insurance. The American public remains confused and angry over the failure to solve the serious problems of skyrocketing costs and lack of universal insurance coverage. When support for President Clinton’s national health program collapsed in 1994 and Congress could find no compromise to enact, the insurance industry took up reform of the health care system using their mantras of “competing managed care organizations” and “market forces”.  What have these market forces wrought?

In 1995 and 1996,  record numbers of not for profit hospitals and health insurers either merged or were purchased.(1)   Many were converted to for profit entities.  These previously public assets now enrich a small group of stockholders and health care executives.  Mega-mergers are the rule, allowing transaction specialists to receive multi-million, even near billion dollar personal pay outs.(2)  The control of doctors and hospitals moves ever farther away from local communities to national corporate offices.  Unlike doctors, the corporate officers of these new for profit corporations have taken no oath to serve the patients whose lives now rest in their hands.  Their fiduciary duty by law is to their stockholders.   

Doctors, already encumbered with paperwork, malpractice concerns and managed care contractual issues, must now navigate the Scylla and Charybdis of the patients’ illness and the health insurance bureaucracy.  Nurses, first to feel the effects of “downsizing” in health care, find themselves scrambling to provide decent care to the sickest hospitalized patients.(3)(4)  At the same time, the “upsizing” of the workforce of clerks and insurance bureaucrats needed for this managed care competition has become a logarithmic jobs program for an army of paper pushers.(5)  They provide no care but rather ration care in the face of surplus hospital beds and specialist physicians.

6. Supposedly, competition due to market forces drives down costs, maintains quality, and should make insurance more affordable.(6)  Have health care costs and lack of insurance moderated in the face of these market forces?  The costs to business moderated briefly. Market forces may deserve some of the credit but the substantial drop in overall inflation and the cyclic nature of insurance premiums also played major role.  If market forces get any of the credit then they must also get some of the blame. Because of decreased covered benefits and increased co-payments, the out-of-pocket costs to working people have jumped substantially.(7)  Fewer patients have free choice of doctor or hospital than ever.  There were 34 million uninsured in 1992.  Now, more than 41 million Americans are uninsured including more than 8 million children despite substantial efforts at increasing coverage through incremental government programs such as HIPPA and SCHIP. (8) The current recession will unquestionably aggravate these already embarrassing numbers and the associating financial and personal suffering they represent.  

7. Seniors and their care providers felt the impact of the Congress’ plan to balance the federal budget partly on the back of Medicare.  A partial reversal of these cuts was passed in response to the sea of red ink it created in teaching hospitals and rehabilitative care.  Again, the American public is being told that “market forces” are needed to bring Medicare costs under control. Medicare + Choice has been unsuccessful in controlling costs better than the traditional Medicare program. Under Medicare + Choice, seniors can actually expect less choice of doctor and hospital, further deterioration in the quality of care for the sickest and poorest, and increased bureaucratic barriers to care designed to enrich the insurance industry.(9)(10)  If market forces were an experimental drug in a trial to cure the dual problems of health care costs and lack of universal insurance coverage, the experiment would be terminated as a dismal failure.
8. Any discussion of market medicine should not hide or excuse the failings of the laissez-faire, fee for service past.  However, the current market driven corporate transformation appears to push the health care system further from principles such as access for all, public accountability, caring, fairness, high quality care and efficiency.  This paper represents an attempt to view the current state of affairs in health care through an understanding of market theory and to propose that a non-market solution, a tax-financed universal health insurance system, might be preferable in meeting the principles of both progressives and conservatives.     

Some Lessons from Economics 101

9. Economists agree that an effective competitive market has several critical elements.(11)  These include: 

1)
There should be easy entry and exit from the market for both the buyer and the seller. 

2)
The consumer is sovereign.  The buyer not the seller determines demand and the buyer wants the most for the money. 

3)
There must be easy access to adequate information for buyers to make a choice of products and services. 

4)
The seller optimizes quality and meets market price to maximize profits.  

5)
No natural or government supported monopolies exist and no significant external forces exist to distort the market.  

The market for health care services fails to pass the test on every element. 

Easy Entry and Exit or Forced Entry with No Exit

Health care is not an ordinary consumer product like a bar of soap or a can of soup.  Rather, it has elements of what economists call a negative product.  Most health transactions are time consuming and potentially unpleasant experiences.  Most people purchase care only under duress caused by pain or the threat of disability or loss of life.  Patients perceive the most acute and costly services as a necessity.  In economic terms, these services are inelastic products.  This means that the price to the consumer has a diminished effect on the quantity of services purchased.  There is no time for negotiation or price shopping for a patient with a ruptured appendix.  

10. The patient with chronic expensive illness with its associated uncertain costs represents an unacceptable risk to the insurance industry.  Insurers describe selling health insurance to a sick person as no different from selling fire insurance to someone whose house is on fire.(12)  There is exit from the market for insurers or for self insuring employers. The market works for them.  They can structure themselves to avoid the sick. Only death provides an exit from the health care market for the patient with serious illness. 

Entry into the market by sellers, such as building a new hospital, starting a new insurance company, or becoming a doctor is expensive, complex and time consuming.  The current over supply of expensive hospital beds, small health insurance companies and specialist physicians will not work its way out in the market quickly, easily or painlessly.  Substitute services, such as nurse practitioners or psychologists, often face regulatory barriers to practice that limit competition, yet, few would suggest that credentialing and licensure are unnecessary  protections afforded the buying public. 

Is the Patient the Sovereign or a Serf?

11. Once a patient enters the market for health care and chooses a physician, the physician becomes the agent of the patient.  The physician assumes the role of purchaser and orders the needed care.  The doctor not the patient writes the orders.  There is evidence that providers of medical care often induce excess demand for their own services in the fee for service market.(13)  

12. The trend toward managed care with a limited network of doctors and hospitals will leave even less choice for patients.  Often the decision to switch to managed care is not in the hands of the employee/ patient but rather in the hands of their employer.  Managed care has evolved toward placing the providers at risk for the costs of care.  Capitation and fixed cost per case payment methodologies are now the norm.  This will place the patient at risk for receiving less than the needed amount of care.(14)  The patient is truly in control for highly elective services only.

Adequate Information or a Pig in a Poke

The importance of information to the health care market is evidenced by the popularity in the media of stories related to health information and advice.  Unfortunately, advice related to a particular patient and his or her complaint is less easy to obtain.  Most patients know that physician services are primarily diagnostic and rightly labeled as medical opinion.  Even the best physicians are often at a loss to explain  symptoms or  unsure what tests or treatments will benefit a patient. Information about the price and quality for many types of medical services is often lacking, at least before seeking those services.  A patient's need for health care services is often unpredictable due to variations in case complexity and necessary technology.  It is this uncertainty and unpredictability that creates the need for insurance in the first place.

Uncertain Price and Uncertain Quality Produce Uncertain Value

13. The health care market comprises a mixture of  for-profit entrepreneurial and non-profit charitable providers and a mixture of price sensitive  (poorly insured or not acutely ill) and price insensitive (well insured or acutely ill) patients.  Both patients and providers are often initially uncertain of what services will be needed or their cost.  Both patients and providers are frequently uncertain about the quality of the outcome of care or may have very different definitions of a quality outcome.(15)  In this distorted market, the price paid by a patient often does not reflect the value of the service received.

Natural Health Care Monopolies (Boardwalk and Park Place with Hotels)

Natural medical marketplace monopolies are the rule rather than the exception, (i.e., a single doctor in a small town, a single specialist or hospital in a somewhat larger town or a single regional high technology program).  Significant externalities also influence the medical care market.  For example, the contagious nature and high costs of untreated disease make health care for all of benefit to everyone.  We are all better off  when the other person is cured or immunized so that we do not ourselves get sick or bear the shared cost of a disabled and less productive community.

14. In summary, there is ample evidence of market failure.  Economic theory would suggest that in the presence of market failure the market will not produce the socially optimal and desirable quantity of the goods and services in question. Therefore, a non-market solution must be sought.  A tax-financed universal health insurance national health program represents just such a non-market solution. 

15. Essentials of a Tax-Financed Universal Health Insurance Program
16. The essentials of a tax-financed universal health insurance national health insurance program have been described in detail elsewhere. (16)(17) To summarize, a single insurance plan would cover all Americans. Restrictions on choice of care provider would not exist.  The plan would cover all standard medical benefits with no deductible or co-payments.  Benefits remain in place whether the patient moves, changes jobs, becomes unemployed, retires, or becomes seriously ill or injured. Americans would never lose coverage.  

17. A tax-financed universal health insurance program would replace the existing hundreds of different health insurance plans.  Immense administrative savings derive from eliminating the bureaucracy, duplication, marketing costs, and profits of these companies.  According to the Government Accounting Office in 1994, the savings would be $100 billion per year- enough to cover everyone and include long term care benefits to all. (18) The Congressional Budget Office has also confirmed that these savings would occur under tax-financed universal health insurance. (19) Most recently, the Massachusetts Medical Society, Maryland Citizens Health Initiative and the states of Maine, California and Vermont have sponsored studies of proposed tax-financed universal health insurance in their respective states.  Once again, the savings were felt to be adequate to cover the uninsured with little or no added spending in every case.

18. Personal and payroll taxes would replace insurance company premiums to finance the plan.  More than 90% of Americans would pay less than they do now.  Yearly negotiations would create a balanced national health care budget.  Under  tax-financed universal health insurance, a locally controlled publicly accountable intermediary subject to stringent national standards, would locally negotiate hospital budgets and capital expenditures and physicians fee schedules yearly.  Patients would receive no bills.  The single intermediary would directly reimburse providers.

19. Tax-financed universal health insurance health care is not government health care or socialized medicine. It is socialized health insurance, (universal insurance coverage with comprehensive benefits paid for publicly with payroll taxes rather than by premiums) similar to Medicare but more comprehensive.  Providers remain independent, making their own decisions and are not government employees.  Each regional tax-financed universal health insurance could be privately administered on a competitive bid basis.  Health care providers, not insurance company or government employees, would make clinical decisions.  It is not corporate medicine nor would it be profit driven.        

20. Progressive Reasons to Support Tax-financed Universal Health Insurance
21. Lost in the fiasco over  President Clinton’s two thousand page health proposal was a sound fundamental set of progressive goals for any health system reform developed by his National Health Leadership Council.  Tax-financed universal health insurance can accomplish these goals.

22. Universal access to care for all Americans- the level of uninsurance in America is approaching epidemic proportions. (20) In 1998, 18% of the non-elderly US population reported being uninsured within the last week. (8) In order for a new system to include everyone, it should not link to employment.  Problems with job lock, pre-existing conditions, and gaps in coverage inevitably flow from this linkage.  Access should link to residency not to employment.  A tax-financed universal health insurance system can accomplish this for everyone as Medicare does now for those over 65.

23. Choice of whom will provide care and in what settings-  Insurance companies tend to limit patient choice of provider in order to reduce use of services and costs.  This loss of  freedom and individual responsibility will likely result in higher levels of dissatisfaction when things do not go well.(21)  When employers not patients choose or change providers through their insurance contracts, the loss of continuity of care for patients damages quality of care.  Tax-financed universal health insurance proposals allow free choice of provider.(16)(17)

24. Quality and efficiency of health services-  An effective quality improvement system can only exist when data are gathered in a uniform and comprehensive way and nationally linked. Continuity of data provides for efficiency in patient care. For example, one avoids duplicate medical tests.  What is more important, data gathered over longer periods of time than the current one year insurance contracts can reveal significant information about outcomes related to practice variations.  A tax-financed universal health insurance will simplify central gathering and interpretation of data.  Improved outcomes should result when this information is shared rather than hoarded for its competitive advantages. Coverage for the 44 million uninsured should significantly improve health outcomes for nearly one in six Americans. (22)

Medicine has a long proud tradition of sharing innovation and information- a practice that could  grow ever more rare in the brave new  world of competing managed care corporations.  Since ancient times physicians have taken an oath to teach our art to our students who soon become our competitors and colleagues.  Will medical research and information that improves quality  become proprietary?  Ones’ friends and family may live elsewhere or choose a different managed care organization.  Who would want them deprived of access to developing knowledge or techniques that could save their lives or prevent disability just to enhance the competition over quality?

25. Linking multi-payer health insurance to the workplace is an efficiency nightmare.(5)   Determining the eligibility for benefits and responsibility for payment adds layers of administrative costs for insurers and providers of care.  Some industries have tremendous worker turnover or seasonal employment variation by nature. A tax-financed universal health insurance system dramatically simplifies eligibility determination and requires no coordination of  benefits between redundant insurance entities.(16)(17)

Comprehensive care to include prevention, hospital and specialty needs and long term care-  Competing managed care organizations with one year only contracts may tend to avoid  preventive and screening services.  To find a case now means to pay for it now.  There is no guarantee that dollars spent on early diagnosis, prevention and screening will result in returns later for an insurance company when the insured may leave your plan next year.  Comprehensive care, while less costly in the long run, is more expensive in the short run and will be avoided.  

26. A single publicly accountable system that covers everyone is ensured of reaping  the benefits of prevention, screening, and comprehensive care.  In a tax-financed universal health insurance system there is no escaping responsibility for the complex case or the high risk group.  A tax-financed universal health insurance system will look for ways to reduce health risk and coordinate care management over time to reduce disability and costs to society as a whole.(22)

27. Freedom from the profound fears of being unable to afford or to find health care when its needed- One of the most common causes of personal bankruptcy in our country is catastrophic health care bills.  Those with pre-existing  medical problems may not be able to find health insurance at any price.  When these individuals fall ill, they end up in our emergency rooms and hospitals in an advanced stage of illness.  Although they cannot pay, eventually the costs are shifted through higher charges to the insured or those that can pay.  A multi-tiered health care system, even if universal, has continual problems with cost shifting and a high level of unnecessary complexity with its associated high administrative costs.  Insurance companies have suggested that the uninsurable be placed into state subsidized risk pools. (23) These risk pools have had problems where created. (24) Tax-financed universal health insurance would create one big risk pool for everyone and spread the risk most effectively and fairly.

28. Bringing control to the soaring national costs of health care- Some hold out the new medical marketplace of competing managed care organizations as the cure for the sick market described above.(6)  As medicine  becomes ever more vertically and horizontally integrated,  economies of scale will lead to ever fewer players in a given market.  These oligopolies are unlikely to compete.  In  Minnesota, managed care penetration and competition have left three large insurers in control of more than half the market.  Some data suggest a correlation between managed care penetration in a state marketplace and increased not decreased overall health care expenditures.(25)(26)  Many states felt that the money saved through competition between managed care organizations could extend coverage to all.  These savings have simply not met expectations.  Much of the savings from tightly managing care likely have paid for the ever-burgeoning insurance bureaucracy and for profits to stockholders. (27) United Healthcare, the nations second largest for profit managed care organization decided to stop requiring pre-authorization of most services. They found that it required $108 million in administrative costs to save $100 million in medical costs.

29. If these health care giants compete, driving one of them to the verge of failure, they will likely be too big and too important to simply be allowed to fail. The failure of a giant health care system would harm too many people.  The public will likely sign the corporate welfare check for this inappropriate, foolish and destructive competition (e.g. the public rescue of Chrysler, the Savings and Loan crisis and the big bank bad loan to Mexico bailout, and now, following the World Trade Center tragedy, the airlines and casualty insurers). In addition, there are large areas of the country where the population is too sparse to support multiple competing managed care plans or even competing family physicians. (28)

30. Competition under capitation may provoke other perverse behavior by health care providers who are at risk for the costs of their patients’ care.(14)  The sickest 10% of the population produces more than 70% of the health care costs.  The health care corporations of the future will avoid sick people if possible without some change in incentives.  It is much easier to avoid sick people than to make them well.  Most insurance contracts are not long enough to reward prevention.   The competition has been to avoid insuring the sick or disabled and there is evidence that competing managed care organizations already do this. (29)(30)(31).  Although the sick and disabled are avoided by insurers, they do not disappear and nor do the costs associated with their illnesses.  Providers have hired an army of accountants and billing clerks to figure out how to shift these uncompensated costs to other payers.  The result is ever more resources spent on bureaucracy and less left over for care.(3)(4)(5)(27)

31. During the 1994 health reform debates, insurance companies and their allies in Congress argued that if the government placed a budget on our national health expenditures,  rationing of care would result.  For profit health care corporations with fixed budgets will ration also.  The rationing will occur without consent from consumers, one patient at a time, behind the closed doors of the doctors examining room, to benefit the corporate bottom line.  Doctors, as corporate employees, effectively become double agents, trying to serve the patient when their purchased loyalty will lie with their corporate interests. (32) Doctors have even been asked to sign contractual gag clauses prohibiting criticizing or revealing insurance company policies.  When they speak out, they are fired. (33)  

32. The public is beginning to understand the problems of competing managed care organizations.  More premium dollars will be spent hiring the best public relations firms to counter that trend.  The public should not expect that the answer to soaring health care costs would come from the insurance industry.  As insurers place capitated providers at full risk, they guarantee insurance company profits.  The providers may find themselves entrapped in a race to the ethical bottom as they, too, try to avoid sick (expensive) patients. (30) Currently many managed care organizations keep 18-25% or more of the premium dollars, then place providers at risk with the remainder. (34) Why would the insurers want to reduce the dollars spent nationally when they can guarantee keeping 25% of the gross dollars spent?   

33. Conservative Reasons to Support Tax-financed universal health insurance
34. Conservative Fiscally-  Lost in the ongoing debate over health reform is the one proposal that seems most capable of dealing with the dual problems of cost and access. The GAO and CBO have analyzed the tax-financed universal health insurance proposal outlined in Representative McDermott’s HR 1200. (18)(19) State based studies in California, Massachusetts, Maryland, Vermont and Maine have confirmed these earlier studies. They agree that a tax-financed universal health insurance system would cover everyone with comprehensive benefits, including long term care and prescription drugs, for no more and perhaps up to $100 billion dollars less than we now spend as a nation on health care.  To many conservatives, it seems counter-intuitive that a government financed system that covers everyone could be less expensive than competing private corporations that leave 39 million uncovered.  Conservatives must critically assess whether the marketplace can resolve the dual problems of cost and access to health care.  The multiple market failures that exist make it highly unlikely.  

35. A tax-based public system is simple and efficient. Competing private insurers must advertise and market their product, bill for premiums, determine eligibility for coverage, coordinate benefits, manage a multitude of yearly contracts with brokers, businesses, individuals, doctors, hospitals and other providers and, lastly, in increasing numbers, they must pay stockholders a high rate of return.  Private insurance overhead averages about 17% of the premium dollar.(27)  Private insurers already manage an existing tax-based tax-financed universal health insurance system, Medicare, on a state by state basis.  They function as third party administrators for Medicare but have few of the above tasks to perform.  Medicare spends about two cents on the dollar for administrative expenses. (35) There is simply a lot less work to do.  

In a multi-payer system, providers suffer high administrative costs as well, as they mirror the insurance industry complexity.  Each hospital and doctor must keep track of a myriad of contracts, discount arrangements, benefit packages, formularies, limited referral networks, and insurance rules and regulations designed to reduce utilization.  Lastly, patients, employees and the benefits managers for businesses suffer unmeasured costs as they spend time sorting out the best insurance arrangement, tracking the costs and benefits available and the associated complexity of deductibles and co-payments.  Although on any given day 39 million American citizens are uninsured, far more are unsure of what benefits are available to them through their existing insurance arrangement and remain underinsured.  Sometimes no one knows the benefits covered due to insurers variable definitions of medically necessary care.

36. Conservative business owners should take note that the health care system provides the maintenance on their work force just as other experts provide maintenance on their expensive and complex industrial and business machinery.  It makes good sense to get the most comprehensive maintenance system for the best price.  More for the same money, value, is what a tax based tax-financed universal health insurance system can provide.  

Those businesses avoiding the cost of insuring their employees are still the recipients of cost shifting. This occurs through higher health care related taxes and higher prices paid when doing business with those who continue to insure their employees. 

37. Conservative Structurally-  The rapid corporate transformation of the health care system is the equivalent of radical surgery on the existing structure of health care.  It is dramatically disrupting doctor/nurse/hospital/ patient relationships.  The existing structure of independent private non-profit hospitals and private doctor offices operate under professional ethics that require putting  patient care and community service first. The new structure consists of giant competing health care corporations with behavior constrained only by voluntary quality standards with weak oversight by individual consumers and whose goal is profitability for stockholders. (36) The transaction costs to create these new organizations have been and continue to be substantial.

38. These new corporate structures replace a system with a fair amount of free choice of doctor and hospital with one that limits choice contractually to achieve corporate profit margins. The corporate bureaucracies of competing giant insurance companies are not doctor or patient friendly.  Managers of  for profit hospitals, and doctors, as corporate employees and stockholders in physician owned for profit health care corporations will likely end up rationing care.  It will be their job to do so.  Tax-financed universal health insurance proposals leave most of the current structure intact with doctors practicing privately in their offices and non-profit hospitals privately controlled by community based boards of trustees. (16) (17)

39. Conservative of Individual Freedom and Responsibility- Some have proposed individual medical saving accounts as a way to increase personal responsibility and individual freedom while controlling costs. (37) Medical saving accounts could result in higher, not lower, costs, with savings mainly for the wealthy and well and higher costs for the sick and poor. (38)(39)(40) The health care system in United States already has very regressive financing with low-income families paying 8.5 times the percentage of their income compared to high-income families. (41)

40. Many physicians look to medical savings accounts to remove themselves and their patients from the burden of the managed care bureaucracy and to allow their patients to have choice of doctor and hospital.  Unfortunately, no incompatibility exists between managed care and medical saving accounts.  Managed care medical saving accounts could be constructed with high out of pocket payments at contracted managed care rates with a narrow panel of providers.  The patient would keep a portion of the deductible. The managed care industry already plans this marriage of PPO or HMO with MSA. (42)

41. Cost sharing is already relatively high in the US and has not been effective in controlling national health expenditures to date. (43) While high out of pocket payments and lack of insurance coverage do result in fewer visits to the doctor, they do not seem to improve the appropriateness of the visits. (44) Those without insurance coverage, when they do get ill, often delay care until an advanced stage of illness with higher morbidity, mortality and costs. (45) Even those with excellent coverage often seek care at a late stage of illness. (46) The added costs of delays in seeking needed care, the increased insurance overhead associated with tracking individual saving accounts and increased death and disability benefits will likely offset any savings related to services forgone due to cost sharing.

42. A national tax-financed universal health insurance would allow a patient the freedom to choose any doctor and any hospital for their care.  There would be no insurance company restrictions and no pre-existing condition exclusions or waiting periods before coverage going into effect. (16)(17).  Universal health insurance coverage, made affordable by a tax-financed universal health insurance system, allows for universal expression of individual responsibility for ones owns health.  Removing economic barriers to care allows access to preventive and early diagnostic services that prevent disability, save lives and save dollars.

Some Lessons from Politics 101 

43. Selected aspects of American political history will allow a better understanding of the political prospects for the enactment of an American national health program such as tax-financed universal health insurance.  The United States is the last western industrial democracy not to enact a national health insurance program or a National Health Service.  In addition to this world consensus, a general popular consensus exists in America that a national health program is needed. (46) Why, in spite of this consensus, have efforts to create an American national health program failed over and over again for nearly a century?  A national health program was recommended by the following: Theodore Roosevelt (1911), Herbert Hoover’s Committee on the Costs of Medical Care (1927), the Wagner National Health Program bill (1939), by John Kennedy during the Nixon- Kennedy debates (1960), Bill Clinton (1994), and Bill Bradley (2000).  Yet, we have failed to achieve the universal national health program each recommended. 

Federalism vs. the States-  A good bit of American history recounts the story of the struggle over power between the federal government and the states.  Over the past several decades, health reform efforts have oscillated back and forth between the state and federal level.  This is not unusual in American politics. In the case of social welfare legislation, the states have always been the laboratories of social reform efforts that eventually find their way back to the federal level.  Examples of this include the passage of  women’s suffrage, unemployment insurance and child labor laws.  Many states have attempted and enacted both sweeping and incremental health reforms.  Those interested in a national health program can learn much from the success and failure of the efforts at the state level.

In spite of intermittent attempts to enact a national health program for nearly an entire century, federal health reform legislation has been incremental.  This is not surprising.  A significant majority of both houses and enthusiastic presidential support are needed to pass sweeping social reform.  This conjunction is a rare event on the federal level.  Given there are fifty states, the chances that such broad support will materialize in at least one state are significantly higher.  

Concentrated vs. Diffuse Interests-   Legislative efforts usually involve cooperation between concentrated interests represented by lobbyists, the state or federal agencies involved, and the legislature.  Although the public is represented by the legislature, each individual represents a multitude of interests and only one vote.  The interests of the citizenry are, therefore, diffuse.  In the case of health reform efforts, the same concentrated interests, the American Medical Association, the insurance industry, the hospital industry and the health care suppliers, such as the pharmaceutical  companies, and the organized business community (e.g. the National Chamber of Commerce), have appeared each time to slow or prevent progress toward a national health program in spite of broad public support.  Their financial strength allows them to use the mass media to argue publicly against reform, to hire effective lobbyists, and to provide substantial campaign contributions to friendly legislators.  There is, as well, a revolving door between jobs as legislators, lobbyists and governmental agency employees.

44. Political tension in the other industrialized democracies over health care spending does exist as does political tension over spending on our own tax-financed universal health insurance system for those over 65 (Medicare).  It is the nature of open political systems to foster debate over the allocation of resources.  In the industrial democracies and for the US Medicare system, legislators, lobbyists, providers and the public weigh in publicly on these “rationing” decisions.  In most of these countries, these decisions apply to all.  In the new private corporate managed care model here in the US, the rationing occurs without public input, applied to one sick patient at a time, behind the closed doors of the examination room,  to profit the corporate bottom line.

Currently, there is a rift among the concentrated interests.  The doctors and non-profit hospitals are unhappy with the insurance industry, in general, and the excesses of managed care, in particular.  This division among the concentrated interests may provide an opportunity for significant reform to occur.  It should be no surprise that discussion of universal health insurance coverage has resurfaced in the year 2000 presidential campaign. 

Social Movements and the Initiative Experience-  In contrast to politics as usual, the organization of mass movements or strong national organizations have often accompanied much of the progress around social reforms.  Examples include women’s suffrage movement resulting in their right to vote, the civil rights movement and the end to segregation, the anti-war movement and the end of the military draft, the growth of private environmental protection groups and the passage of anti-pollution laws, and the growth of organized labor and the passage of many of the labor laws we now take for granted such as the 40 hour week, worker’s compensation and the child labor laws.  In each of the cases mentioned, the existing legislatures showed little willingness to act until mass movements in favor of change became organized. It is unlikely that sweeping health reform will be enacted without an organized mass movement that includes powerful national organizations such as labor unions, the churches and provider groups.

45. Many states now have laws that allow for citizen sponsored initiatives to be placed on the ballot.  The property tax revolt in California established this as another possible avenue for social reform.  A California tax-financed universal health insurance initiative, proposition 186, reached the ballot in 1994.  Community organizing groups, progressive physicians, senior coalitions, and trade unions launched this initiative.  They believed that if a single state such as California could pass tax-financed universal health insurance and it worked successfully,  other states would follow, as was the experience in Canada.  Saskatchewan successfully passed a tax-financed universal health insurance in the late 1950’s.  Within a few years, the Canada Health Act was passed establishing their national tax-financed universal health insurance health program.

46. The usual concentrated interests, including the California insurance industry, hospital association and state Chamber of Commerce, launched a multi-million dollar advertising campaign to defeat the initiative. (48) Supporters continue to organize the mass movement necessary to support a win at the polls.  Other states such as Maryland, Massachusetts, Illinois, Washington have active grassroots campaigns supporting universal insurance coverage.  Most recently, the Maine legislature passed enabling legislation to move toward a state based tax-financed universal health insurance system.  This political development that may be the fruit of campaign finance reform successfully enacted several years ago in Maine where the large majority have been elected via publicly financed campaigns.

47. If tax-financed universal health insurance is eventually to carry the day, support must grow among physicians and leaders non-profit hospitals.  Armed with personal knowledge of the deteriorating state of American health care and the actual impact of market forces on health care, they will have to show leadership and the courage to act in coalition with other supporters of tax-financed universal health insurance and against the insurance industry.  Unfortunately, many of those with the greatest burden of illness and disability and the most to gain will likely not be able to take to the streets as during the labor movement or the civil rights movement due to disability.

Common Ground

What should be the balance of power between insurers, providers, and patients?  Who should shape health care policy and determine health care spending? Not everyone is a conservative, a progressive, an insurance bureaucrat, or a health care provider, but everyone will likely be a patient someday.. Here lies the common ground.

48. What would the citizen and patient want from health reform?  The goal could be to create a system that keeps everyone as healthy as possible while keeping the system as responsive, effective, simple to understand and inexpensive as possible.  As a patient, one would want the opportunity to choose ones’ own highly qualified, compassionate, efficient independent providers who use a comprehensive range of insured benefits designed to cover the broadest range of health care problems in order to achieve outstanding outcomes.  Tax-financed universal health insurance should come closest to meeting these goals at a reasonable price.  A tax-financed universal health insurance could involve all citizens in the process of controlling cost and maintaining quality through their public participation. As voters for or against health care financing levies and by voting for representatives that sit on the community boards, the community will managed health care dollars for community not stockholder benefit.  

49. In summary, the necessary economic conditions for an efficient competitive market for health services do not exist.  Evidence from the current competition between insurance companies shows that it is likely that these market forces will aggravate rather than resolve the dual problems of  high cost and poor access.  A well financed tax-financed universal health insurance system, the world consensus for creating universal coverage, offers the best alternative and is consistent with both progressive and conservative principles.  

50. The enactment of tax-financed universal health insurance at the national level will most likely require successful enactment at the state level.  A significant mass movement for sweeping health reform will be needed and will require substantial leadership from the provider community to overcome the concentrated insurance and business interests likely to oppose reform. It is to the creation of that mass movement that physicians and other care-giving professionals should now turn their concentrated attention. 
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