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SPECIAL COMMUNICATION

Proposal of the Physicians’ Working Group
for Single-Payer National Health Insurance
The Physicians’ Working Group for
Single-Payer National Health
Insurance*

T

HE US HEALTH CARE SYSTEM IS
rich in resources. Hospitals and
sophisticated equipment
abound, with even many rural areas boasting well-equipped facilities. Most physicians and nurses are superbly trained, and dedication to
patients is the norm. Our research output is prodigious, and we fund health
care far more generously than any other
nation.
Yet despite medical abundance,
health care is too often meager because of the irrationality of the current health care system. More than 41
million Americans have no health insurance, including 33% of all Hispanics, 19% of African Americans and
Asians, and 10% of non-Hispanic
whites.1 Many more, perhaps most of
us, are underinsured. The world’s richest health care system is unable to ensure basics like prenatal care and immunizations, and we trail most of the
developed world on such indicators as
infant mortality and life expectancy.
Even the well-insured may find care
compromised when health maintenance organizations (HMOs) deny expensive medications and therapies. Fear
of financial ruin often amplifies the misfortune of illness for patients.
For physicians, the gratifications of
healing give way to anger and alienation in a system that treats sick people
as commodities and physicians as investors’ tools. In private practice we
waste countless hours on billing and bu-
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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
more than 41 million Americans have no health insurance. Many more are underinsured. Confronted by the rising costs and capabilities of modern medicine, other nations have chosen national health insurance (NHI). The United
States alone treats 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 this market-driven system, insurers and providers 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 that, along with profits, divert resources from clinical care to the
demands of business. In addition, burgeoning satellite businesses, such as consulting firms and marketing companies, consume an increasing fraction of the
health care dollar. We endorse a fundamental change in US health care—the
creation of an NHI program. Such a program, which in essence would be an
expanded and improved version of traditional Medicare, would cover every
American for all necessary medical care. An NHI program would save at least
$200 billion annually (more than enough to cover all of the uninsured) by eliminating the high overhead and profits of the private, investor-owned insurance
industry and reducing spending for marketing and other satellite services. Physicians 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 designed to avoid payment. National health insurance would
make it possible to set and enforce overall spending limits for the health care
system, slowing cost growth over the long run. An NHI program is the only
affordable option for universal, comprehensive coverage.
www.jama.com
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reaucracy. For the uninsured, we avoid
procedures, consultations, and costly
medications. In HMOs we walk a tight-

rope between thrift and penuriousness, under the surveillance of bureaucrats who prod us to abdicate allegiance
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to patients and to avoid the sickest who
may be unprofitable. In academia, we
watch as the scholarly traditions of
openness and collaboration give way to
secrecy and assertions of private ownership of vital ideas—the search for
knowledge displaced by a search for intellectual property.
For 9 decades, opponents have
blocked proposals for national health insurance (NHI), touting private sector solutions. Reforms over the past quarter
century have emphasized market mechanisms, endorsed the central role of private insurers, and nourished investor
ownership of care. But promises of
greater efficiency, cost control, and
responsiveness to consumers are unfulfilled; meanwhile, the ranks of the uninsured have swelled. Health maintenance organizations, launched as health
care’s bright hope, have raised Medicare costs by billions2 and fallen substantially in public esteem. Investorowned hospital chains, born of the
promise of efficiency, have been wracked
by scandal, their costs high and their
quality low.3-12 Drug firms, which have
secured the highest profits and lowest
taxes of any industry, price drugs out of
reach of many who need them most.
Many in today’s political climate propose pushing on with the marketization of health care. They would shift
more public money to private insurers; funnel Medicare through private
managed care; and further fray the
threadbare safety net of Medicaid, public hospitals, and community clinics.
These steps would fortify investors’ control of care, squander additional billions of dollars on useless paperwork,
and raise barriers to care still higher. Instead, we propose a fundamental change
in US health care—a comprehensive
NHI program.
Four principles shape this vision of
reform:
1. Access to comprehensive health
care is a human right. It is the responsibility of society, through its government, to ensure this right. Coverage
should not be tied to employment.
2. The right to choose and change
one’s physician is fundamental to pa-

tient 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 caregiving. They create enormous waste
and too often warp clinical decision
making.
4. In a democracy, the public should
set health policies and budgets. Personal medical decisions must be made
by patients with their caregivers, not by
corporate or government bureaucrats.
We envision an NHI program that
builds on the strengths and rectifies the
deficiencies of the current Medicare system. Coverage would be extended to all
age groups and expanded to include
prescription medications and longterm care. Payment mechanisms would
be structured to improve efficiency and
ensure prompt, fair reimbursement,
while reducing bureaucracy and cost
shifting. Health planning would be enhanced to improve the availability of resources and minimize wasteful duplication. Finally, investor-owned facilities
would be phased out. These reforms
would shift resources from bureaucracy to the bedside, allowing universal coverage without increasing the total
costs of health care.
Key features of the proposal [in italics] followed by the rationale for our
approach are presented below.
ELIGIBILITY AND COVERAGE
A single public plan would cover every
American for all medically necessary services, including long-term care, mental
health and dental services, and prescription drugs and supplies. Unnecessary or
ineffective services, as determined by
boards of experts and community representatives, would be excluded from coverage. As in the Medicare program, private insurance duplicating the public
coverage would be proscribed. Patient copayments and deductibles would also be
eliminated.
Abolishing financial barriers to health
care is the sine qua non of reform. Only
a single comprehensive program, covering rich and poor alike, can end disparities based on race, ethnicity, so-

©2003 American Medical Association. All rights reserved.

cial class, and geographic 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.
Private insurance that duplicates the
NHI coverage would undermine the
public system in several ways. First, the
market for private coverage would disappear if the public coverage were fully
adequate. Hence, private insurers would
continually lobby for underfunding of
the public system. Second, if the
wealthy could turn to private coverage, their support for adequate funding of NHI would also wane. Why pay
taxes for coverage they don’t use? Third,
private coverage would encourage physicians and hospitals to provide 2 classes
of care. Fourth, a fractured payment
system, preserving the chaos of multiple claims databases, would subvert
quality improvement efforts, eg, the
monitoring of surgical death rates and
other patterns of care. Fifth, eliminating multiple payers is essential to cost
containment. Public administration of
insurance funds would save tens of billions of dollars each year.
Private health insurers and HMOs
now consume 12% of premiums for
overhead,13 while both the Medicare
program and Canadian NHI have overhead costs below 3.2%.14
Our multiplicity of insurers forces US
hospitals to spend more than twice as
much as Canadian hospitals on billing
and administration; forces US physicians to spend vast amounts on billing; and nourishes a panoply of business consultants, coding software
vendors, and other satellite businesses.14,15 Only a true single-payer system would realize large administrative savings. Perpetuating multiple
payers would force hospitals to maintain expensive cost-accounting systems to attribute costs and charges to
individual patients and payers. In the
United Kingdom, market-based reforms that fractured hospital payment
have swollen administrative costs.16,17
Co-payments and deductibles discourage preventive care, decrease the
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use of essential care, are expensive to
administer, and especially endanger the
most vulnerable patients—the poor and
those with chronic illnesses.18 Many nations with NHI have effectively contained costs without resorting to such
charges.
Coverage decisions would doubtless be difficult and sometimes hotly
contested. Even the fairest and bestinformed board would confront costly
choices where evidence was sparse and
passions abundant. Yet we are encouraged by Medicare’s generally open and
reasoned approach. Moreover, in both
Medicare and NHI, the inclusion of the
affluent in the same program with others creates a powerful lobby for maintaining adequate coverage. For these
reasons, we believe NHI provides a
framework for replacing the confused
and often unjust dictates of insurance
companies with rational, evidencebased decision making.
HOSPITAL PAYMENT
The NHI program would pay each hospital a monthly lump sum to cover all operating expenses. The hospital and the regional NHI office would negotiate the
amount of this payment annually based
on past budgets, clinical performance, projected changes in demand for services and
input costs, and proposed new programs. Hospitals would not bill for services covered by NHI.
Hospitals could not use any of their operating budgets for expansion, profit, excessive executives’ incomes, marketing, or
major capital purchases or leases. Major capital expenditures would come from
the NHI fund and would be appropriated separately based on community
needs. Investor-owned hospitals would be
converted to not-for-profit status and their
owners compensated for past investment.
Global budgeting would simplify
hospital administration by virtually
eliminating billing, thus freeing up resources for enhanced clinical care. Prohibiting the transfer of operating funds
to capital projects or shareholders
would eliminate the main financial incentive for both excessive interven800

tions (under fee-for-service payment)
and skimping on care (under capitated or diagnosis related group
systems), since neither inflating revenues nor limiting care could result in
institutional gain. Separate and explicit appropriation of capital funds
would facilitate rational health care
planning. These methods of hospital
payment would shift the focus of hospital administration away from lucrative services that enhance the bottom
line and toward providing optimal clinical services according to patients’ needs.
PAYMENT FOR PHYSICIANS
AND OUTPATIENT CARE
Physicians and other practitioners could
choose from 3 payment options: fee-forservice, salaried practice in institutions receiving global budgets, and salaried practice in 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 clinical facilities.
(1) Fee-for-service: The NHI and organizations representing fee-for-service
practitioners (eg, medical associations)
would negotiate a simple, binding fee
schedule. As in Canada, physicians would
submit bills on a simple form or via computer and would receive interest for bills
not paid within 30 days. Physicians accepting payment from the NHI program
could not bill patients for covered services, but they could bill for excluded procedures such as cosmetic surgery.
(2) Salaries within institutions receiving global budgets: Hospitals, group practices, clinics, home care agencies, and the
like could elect to be paid a global budget, which could include funding for items
such as education, community prevention programs, and patient care. Regulations regarding capital payment would
be similar to those for inpatient hospital
services, as would the budget setting
process.
(3) Salaries within capitated groups:
Group practices and nonprofit HMOs

could opt to receive capitation payments
to cover all physicians and other outpatient care. Regulation of payment for capital would be similar to that for hospitals. The capitation payment would not
cover most inpatient services, which
would be included in hospital global budgets. However, a capitated group could
elect to provide and be compensated for
physician services to inpatients. Enrollment would be open to any patient, and
efforts to selectively enroll those at low
risk would be prohibited. Patients could
disenroll with appropriate notice. Health
maintenance organizations would pay
physicians a salary, and bonuses based
on the utilization or expense of care would
be prohibited.
The proposed pluralistic approach to
health care delivery would avoid unnecessary disruption of current practice arrangements. All 3 proposed options would eliminate profiteering and
uncouple capital from operating costs,
features essential to cost containment
and health planning.
The fee-for-service option would
greatly reduce physicians’ office overhead by simplifying billing. Canada and
several European nations have developed successful mechanisms for controlling the inflationary potential of feefor-service practice.19 These include
limiting the supply of physicians, monitoring for extreme practice patterns, and
setting overall limits on regional spending for physicians’ services (thus requiring the profession to monitor itself ). Because of the administrative
advantages of single-source funding,
these regulatory options have been
implemented without extensive bureaucracy. Similar cost-constraint
mechanisms might be needed in the
United States. We also recommend capping expenditures for the regulatory and
reimbursement apparatus; the Canadian experience suggests that 2% to 3%
of total costs should suffice.14
Global budgets would allow institutions to virtually eliminate billing, while
assuring them a predictable revenue
stream. Such funding could also stimulate the development of community prevention programs whose costs cannot
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be attributed (or billed) to individual
patients.
LONG-TERM CARE
The NHI program would cover disabled
Americans of all ages for all necessary
home and nursing home care. Persons unable to perform activities of daily living
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 longterm 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.
The NHI program would pay longterm care facilities and home care agencies a lump sum budget to cover all operating expenses. For-profit nursing
homes and home care agencies would be
converted to not-for-profit status. Physicians, nurses, therapists, and other individual long-term care providers would be
paid on either a fee-for-service or salaried basis.
Since most disabled and elderly people
would prefer to remain in their homes, the
program would encourage home- and
community-based services. The 7 million unpaid caregivers, the family and
friends who currently provide 70% of all
long-term care, 20 would be assisted
through training, respite services, and in
some cases, financial support. Nurses, social workers, and an expanded cadre of
trained geriatric physicians would assume leadership of the system.
Few Americans have private coverage for long-term care. For the rest, only
virtual bankruptcy brings entitlement
to public coverage under Medicaid. Universal coverage must be combined with
local flexibility to match services to
needs.
Our proposal borrows features from
successful long-term care programs in
some Canadian provinces21 and in Germany. The German program, in particular, demonstrates the fiscal and hu-

man advantages of encouraging rather
than displacing family caregivers, offering them recompense, training, and
other supports.22
CAPITAL SPENDING, HEALTH
PLANNING, AND PROFIT
The NHI budget would fund the construction of health facilities and the purchase
of expensive equipment. Regional health
planning boards would allocate these
capital funds. These boards would also
oversee capital projects funded from private donations when they entailed any increase in future publicly supported operating costs.
The NHI program would compensate
owners of investor-owned hospitals,
HMOs, nursing homes, and clinics for the
loss of their clinical facilities, as well as
any computers and administrative facilities needed to manage NHI. They would
not be reimbursed for loss of business opportunities or for administrative capacity not used by NHI.
Capital spending drives operating
costs and determines the geographic distribution of resources. Capital funds must
go to excellent and efficient projects in
areas of greatest need. When operating
and capital payments are combined, as
they are currently, prosperous hospitals can expand and modernize while impoverished ones cannot, regardless of
need or quality. National health insurance would replace implicit mechanisms of capital allocation with explicit
ones. Insulating these crucial decisions
from lobbying and other distorting influences would be difficult and require
rigorous evaluation, needs assessment,
and active participation by providers and
the public. The consistently poor performance of investor-owned facilities precludes their participation in NHI.
Investor ownership has been shown
to compromise quality of care in hospitals,3-5 nursing homes,23 dialysis facilities,24 and HMOs25; for-profit hospitals are particularly costly.6-12 A wide
array of investor-owned firms have defrauded Medicare and been implicated in other illegal activities.26 Investor-owned providers would be
converted to nonprofit status. The NHI
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program would issue long-term bonds
to amortize the one-time costs of compensating investors for the appraised
value of their facilities. These conversion costs would be offset by reductions in payments for capital that are
currently folded into Medicare and
other reimbursements.
MEDICATIONS AND SUPPLIES
The NHI program 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 program 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 lowestcost medication, with exceptions available in specific cases. Outpatient suppliers would bill the NHI program directly
for the negotiated wholesale price, plus
a reasonable dispensing fee, for any item
in the formulary that is prescribed by a
licensed practitioner.
National health insurance could simultaneously address 2 pressing needs:
providing all Americans with full drug
coverage and containing drug costs. As
a single purchaser with a disproportionate influence on the market, the
NHI program could exert substantial
pressure on pharmaceutical companies to lower prices. Similar programs
in the United States and other nations
have resulted in substantial drug price
reductions.27-29
Additional reforms are needed to improve prescribing practices, minimize
medication errors, upgrade monitoring of drug safety, curtail pharmaceutical marketing, ensure that the fruits
of publicly funded drug research are not
appropriated for private profit, and
stimulate real innovation while ameliorating current incentives to develop “me-too” drugs that add little to
the therapeutic armamentarium.30
FUNDING
The NHI program would pay for virtually all medically necessary health ser-
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vices, with total expenditures set at approximately the same proportion of the
gross domestic product as in the year preceding the establishment of NHI.
While it is critical that the vast majority of funds flow out to providers from
a single payer in each region, the mix of
taxes used to raise these funds is a matter of tax policy, largely separate from the
organization of health care per se.
Single-source payment is the sine qua
non of administrative simplification and
the cornerstone of cost containment and
health planning. Government expenditures, including payments for public employees’ private health coverage
and tax subsidies to private insurance,
already account for about 60% of total
health spending in the United States.31
This would increase under NHI, to perhaps 80% of health costs with the remainder used for such items as nonprescription drugs, cosmetic surgery,
and other excluded services. The public money now routed through private
insurers would be used to fund public
coverage. The additional funds could
be raised in a number of ways, including earmarked income taxes, payroll
taxes, or required employer contributions. During a transition period, it
seems reasonable to require that employers transfer money earmarked for
health benefits under existing labor
pacts to the NHI program. In the long
run, we believe that funding based on
income or other progressive taxes is
fairest. Federal funding would attenuate inequalities among the states in financial and medical resources. The increase in government funding would be
offset by reductions in premiums and
out-of-pocket costs. The total costs of
the NHI program would be no greater
(and eventually less) than those of the
current fragmented system.
COMMENT
Under an NHI program, the financial
threat of illness to patients would be
eliminated, as would current restrictions on choice of physicians and hospitals. Taxes would increase, but except for the very wealthy, would be fully
offset by the elimination of insurance
802

premiums and out-of-pocket costs.
Most important, NHI would establish
a right to health care.
Clinical decisions would be driven
by science and compassion, not the patient’s insurance status or bureaucratic dictum. National health insurance would offer physicians a choice of
payment options and practice settings. Nurses and other personnel
would also benefit from the reduction
in paperwork and a more humane clinical milieu.
National health insurance would curtail the entrepreneurial aspects of medicine, including both the problems and
the possibilities. All patients would be
insured, with a uniform fee schedule.
Physicians who work harder would
make more. Billing would be simplified, saving each practitioner thousands of dollars annually in office expense. Based on experience in Canada,
NHI would have little impact on physicians’ average incomes, although differences among specialties might be attenuated.
National health insurance would
contain costs by enforcing overall budgets and eliminating profit incentives
and not by detailed administrative oversight of utilization. Since hospitals and
HMOs could not transfer monies for patient care to shareholders or divert them
to institutional expansion, pressure to
skimp on care would be minimized.
National health insurance would
eliminate many administrative and insurance worker positions, necessitating a major effort at job placement and
retraining. Many of these displaced
workers might be deployed as support
personnel to free up nurses for clinical tasks; others might be retrained to
staff expanded programs in public
health, home care, and the like.
Clinical departments would see only
modest changes, eg, the elimination of
billing-related work. However, hospitals’ and nursing homes’ administrative
departments would shrink, and their financial incentives would change. Responsiveness to community needs, quality of care, and efficiency would replace
financial performance as the bottom line.

Operating revenues would become
stable and predictable; capital requests
would be weighed against other priorities for health care investment. Facilities would not grow or shrink based on
their financial performance, although rational health planning would mandate
that some expand and others close. Investor-owned providers would be converted to not-for-profit status.
The insurance/HMO industry’s role
would be virtually eliminated. Most of
the funds to expand care under NHI
would come from eliminating insurance company overhead and profits, as
well as the administrative expense they
impose on health professionals and
hospitals.
Private employers now fund 19% of
health spending.31 Even if new NHI
taxes on employers fully replaced this
spending, firms would achieve savings on their employee benefits departments, which currently cost billions of
dollars to administer. Hence, for the average business, reform would likely
yield at least modest short-term savings. Over the longer term, enhanced
cost containment under NHI would
spare firms from rapid and erratic health
care cost growth. Many firms would undoubtedly choose to continue current
wellness programs and workplace safety
initiatives.
Covering the uninsured would save
thousands of lives annually.32 Upgrading coverage for those who are currently insured (eg, by adding full prescription drug benefits) would yield
additional health benefits.
Independent estimates by several government agencies and private sector experts indicate that NHI would not increase total health care costs.33-37 Savings
on administration and billing, which
would drop from the current 30% of
total health spending to perhaps 15%,
would approximately offset the costs of
expanded services. Over the long run,
improvements in health planning and
cost containment made possible by
single-source payment would slow
health care cost escalation.
This article presents a framework for
the urgently needed reform of our health
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care payment system. We do not pretend to address the full range of health
care problems or even to provide the
detailed transition plan that will be
needed to minimize dislocations during reform of the financing system. The
need for quality improvement would
remain urgent. National health insurance would not, in itself, encourage
healthy lifestyles or upgrade environmental and public health services. Nonfinancial barriers to care—racial, linguistic, and geographic—would persist.
Many issues in medical education would
remain, including medical students’
debt burden that skews specialty choices
and discourages low-income applicants, the underrepresentation of
minorities, and the appropriate role
for commercial firms in supporting
research and education. Some patients
would still seek unnecessary services,
and some physicians would still yield
to financial temptation to provide them.
The malpractice crisis would be partially ameliorated—the 25% of jury
awards designated as compensation for
future medical costs would be eliminated. However, our society would
probably remain litigious, and legal and
insurance fees would still consume
about three fifths of malpractice premiums.38 The aging of our population
and the development of costly new technologies would present a continuing
challenge to affordability.
Finally, while we propose a central
role for government in financing care,
we hold no illusions about government’s shortcomings. Many of us disagree with government policies and priorities and are concerned by the
influence of powerful special interests. Yet only a public NHI program can
streamline our system and garner the
savings needed to make universal coverage affordable. Ultimately, we prefer
the democratic process, however
flawed, to the boardroom decision making of private insurance firms.
ALTERNATIVES TO NHI
The mounting crisis in health care has
called forth a variety of incremental reform proposals discussed below. All

share one critical liability: because they
would retain the role of private insurers, they would perpetuate administrative waste, making universal coverage
unaffordable. Most would augment bureaucracy. Proponents’ assertions that
private insurers would achieve large
savings through computerized bill processing are not credible; most claims
processing is already automated.
“Defined Contribution Schemes”
and Other Mechanisms to
Increase Patients’ Price Sensitivity

These plans cap employers’ premium
contributions at a fixed amount, pressuring employees to choose lower-cost
insurance options. Many cite the Federal Employees Health Benefit Program as a model for such reform, even
though premiums in this program are
rising faster than in Medicare or for
private employers.39 Hence, such programs are more likely to shift costs
from firms to employees than to slow
overall cost growth. Moreover, defined
contribution schemes ensure a multitiered insurance system, with lowerincome workers forced into skimpy
plans, and the uninsured remaining
uncovered.
Tax Subsidies and Vouchers
for Coverage for the Uninsured

These proposals would offer tax credits to low-income families who purchase private coverage. While promises of new government funding to
expand coverage are attractive, the proposed subsidies (eg, $3000 per family
under President Bush’s proposal) fall far
short of the cost of adequate insurance, requiring low-income families to
pay thousands of dollars out of their
own pockets. Hence, few of the uninsured would actually purchase coverage, even with the subsidy. Instead,
most of the tax credits would subsidize premiums for low-income people
who already have coverage. As a result, large outlays for tax subsidies
would buy little new coverage. For instance, outlays of $13 billion annually
would cover only 4 million of the uninsured.40
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Expansion of Medicaid, State
Children’s Health Insurance
Program (SCHIP), and
Other Public Programs

Some proposals would expand Medicaid eligibility. Others would allow states
to buy stripped-down HMO coverage
for Medicaid recipients, with the savings ostensibly used to enroll more beneficiaries. Several problems bedevil
these strategies. First, Medicaid already offers second-class coverage. Such
programs that segregate the poor virtually ensure poor care and are more
vulnerable to funding cuts than public programs that also serve affluent
constituencies. In most states, Medicaid payment rates are so low that many
physicians resist caring for Medicaid patients. As a result, access to care for
Medicaid enrollees is often little better than for the uninsured.41,42 Further
cuts to benefits, as envisioned in some
Medicaid HMO schemes, would leave
Medicaid recipients with coverage in
name only. Moreover, the disempowered Medicaid population is particularly vulnerable to exploitation by
profit-seeking HMOs, as evidenced by
past scandals in California, Florida,
Tennessee, and other states.43-45 Promises (eg, in Oregon46,47 and Tennessee48) that savings from Medicaid coverage cuts would lead to universal
coverage have proven empty.
Second, even large Medicaid expansions in the past have failed to keep pace
with the erosion of private coverage.49
Moreover, Medicaid funding is most endangered when it is most needed; any
economic downturn depletes states’ tax
revenues, reducing funds for Medicaid just as rising unemployment rates
deprive many of private coverage.
While few can argue with proposals
to cover more of the poor and nearpoor, Medicaid expansion without systemwide reform is a stopgap measure
unlikely to stem future increases in the
number of uninsured. It does not lead
to universal coverage.
Employer Mandates

This approach would require most employers to offer private coverage for

(Reprinted) JAMA, August 13, 2003—Vol 290, No. 6

7

803

PROPOSAL FOR SINGLE-PAYER NATIONAL HEALTH INSURANCE

their workers, with employees paying
part of the premiums. The proposed
mandates are usually coupled with a
plan to expand Medicaid-like public
programs. Some versions would offer
employers the option of paying into a
public program rather than providing
the coverage themselves. Such programs can only add coverage by adding cost, leaving premiums unaffordable to many. In states where such plans
have been passed, they have achieved
neither universal coverage nor cost control.1,50-53 Hawaii’s program has left
many uncovered because of loopholes
in the law, and costs in that state have
continued to spiral upward. A 1988
Massachusetts employer mandate law
was passed but later abandoned when
costs soared.51
The Medicare HMO Program
and Medicare Voucher Schemes

Under Medicare’s HMO program, private HMOs have already enrolled millions of senior citizens. Prominent proposals would expand Medicare’s use of
private insurers by offering seniors a
voucher to purchase private coverage
in lieu of traditional Medicare. These
strategies assume that private plans are
more efficient than Medicare, that seniors can make informed choices
among health plan options, and that private insurers’ risk avoidance can be
thwarted. All 3 assumptions are illfounded. Traditional Medicare is more
efficient than commercial insurers; costs
per beneficiary have risen more slowly
and overhead is far lower.
An American Association of Retired
Persons survey of seniors found that few
had adequate knowledge to make informed choices among plans.54 Despite
regulations prohibiting risk selection in
the current Medicare HMO program,
plans have successfully recruited
healthier than average seniors. Hence
HMOs have collected high premiums for
patients who would have cost Medicare little had they remained in fee-forservice Medicare. Moreover, HMOs have
evicted millions of seniors in counties
where profits are low, while continuing to enroll Medicare patients in prof804

itable areas.55 As a result, HMOs have increased Medicare costs by $2 billion to
$3 billion each year2 and disrupted the
continuity of care for many patients.
A voucher program for Medicare
would also push low-income seniors
into skimpy plans similar to the defined contribution approach to employee coverage discussed above. Moreover, Congress is unlikely to increase
the value of the voucher to keep pace
with the rising costs of private plans.
Over time, seniors’ out-of-pocket costs
for coverage would likely rise.
CONCLUSION
Health care reform is again near the top
of the political agenda. Health care costs
have turned sharply upward. The number of Americans without insurance or
with inadequate coverage rose even in
the boom years of the 1990s. Medicare and Medicaid are threatened by illconceived reform schemes, and middleclass voters are very concerned about
the abuses of managed care. Other
wealthy countries manage to provide
universal health care at half the cost we
pay. Their problems stem mainly from
inadequate funding, not the structure
of their systems. In contrast, the problems in the United States are systemic.
Incremental changes cannot solve them;
further reliance on market-based strategies will exacerbate them. What needs
to be changed is the system itself.
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Thoughts give birth to a creative force that is neither
elemental nor sidereal. . . . Thoughts create a new
heaven, a new firmament, a new source of energy, from
which new arts flow.
—Philippus Aureolus Paracelsus (c 1493-1541)
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Frequently Asked Questions
What is single payer?

Single-payer national health insurance is a system in which a single public or quasi-public agency organizes health
financing, but delivery of care remains largely private. Under a single-payer system, all Americans would be covered for all
medically necessary services, including: doctor, hospital, preventive, long-term care, mental health, reproductive health care,
dental, vision, prescription drug and medical supply costs. Patients would regain free choice of doctor and hospital, and
doctors would regain autonomy over patient care.

What will be covered?

All medically necessary care would be funded through the single payer, including doctor visits, hospital care, prescriptions,
mental health services, nursing home care, rehab, home care, eye care and dental care. Alternative care that is proven in clinical
trials to be effective will be covered. In general, coverage decisions will be made by the health care planning board or another
public body. New kinds of treatments will be added to the benefits package over time as they are shown to be effective.

Who will run the health care system?

In a public system, the public has a say in how it’s run. Cost containment measures are publicly managed at the state level
by elected and appointed agencies that represent the public. This agency decides on the benefit package and negotiates doctor
fees and hospital budgets. It also is responsible for health planning and the distribution of expensive technology. Thus, the
total budget for health care is set through a public, democratic process, but clinical decisions remain a private matter between
doctor and patient.
There is a myth that with national health insurance the government will make the medical decisions. But in a publicly
financed, universal health care system, medical decisions are left to the patient and doctor – as they should be. This is true even
in the countries like the U.K. and Spain (or in U.S. systems like the VA) that have socialized medicine.

Won’t this just be another bureaucracy?

The United States has the most bureaucratic health care system in the world. Over 31% of every health care dollar goes
to paperwork, overhead, CEO salaries, profits, etc. Because the U.S. does not have a unified system that serves everyone, and
instead has thousands of different insurance plans, each with its own marketing, paperwork, enrollment, premiums, and rules
and regulations, our insurance system is both extremely complex and fragmented.
In contrast, the Medicare program operates with just 3% overhead, compared to 15% to 25% overhead at a typical HMO.
Provincial single-payer plans in Canada have an overhead of about 1%.
It is not necessary to have a huge bureaucracy to decide who gets care and who doesn’t when everyone is covered and has
the same comprehensive benefits. With a universal health care system we would be able to cut our bureaucratic burden in half
and save over $300 billion annually.

Won’t this raise my taxes? How will the system be financed?

Currently, about 60% of our health care system is financed by public money: federal and state taxes, property taxes and
tax subsidies. These funds pay for Medicare, Medicaid, the VA, coverage for public employees (including police and teachers),
elected officials, military personnel, etc. There are also hefty tax subsidies to employers to help pay for their employees’ health
insurance. About 20% of health care is financed by all of us individually through out-of-pocket payments, such as co-pays,
deductibles, the uninsured paying directly for care, people paying privately for premiums, etc. Private employers only pay 21%
of health care costs. In all, it is a very “regressive” way to finance health care, in that the poor pay a much higher percentage of
their income for health care than higher income individuals do.
A universal public system would be financed in the following way: The public funds already funneled to Medicare and
Medicaid would be retained. The difference, or the gap between current public funding and what we would need for a universal
health care system, would be financed by a payroll tax on employers (about 7%) and an income tax on individuals (about
2%). The payroll tax would replace all other employer expenses for employees’ health care, which would be eliminated. The
income tax would take the place of all current insurance premiums, co-pays, deductibles, and other out-of-pocket payments.
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For the vast majority of people, a 2% income tax is less than what they now pay for insurance premiums and out-of-pocket
payments such as co-pays and deductibles, particularly if a family member has a serious illness. It is also a fair and sustainable
contribution.
Currently, nearly 50 million people have no insurance and hundreds of thousands of people with insurance are bankrupted
when they have an accident or illness. Employers who currently offer no health insurance would pay more, but those who
currently offer coverage would, on average, pay less. For most large employers, a payroll tax in the 7% range would mean
they would pay slightly less than they currently do (about 8.5%). No employer, moreover, would gain a competitive advantage
because he had scrimped on employee health benefits. And health insurance would disappear from the bargaining table
between employers and employees.

How much do private insurance companies spend on overhead and profit?

Private insurance overhead and profit, on average, fluctuates between 12% and 14% nationally. This figure is somewhat
lower than the 16-20% at many of the big insurers because it includes self-insured plans of many big employers that have
overhead of about 6-7%. On the other hand, overhead in the individual market is often substantially higher than 20%, and in
some cases above 30%.
The estimate that total administrative costs consume 31% of U.S. health spending is from research by Drs. David
Himmelstein and Steffie Woolhandler and published in the New England Journal of Medicine in 2003. Insurance overhead
accounts for a minority of the overhead. Much more occurs in physicians’ offices, hospitals, and nursing homes - driven by our
current fragmented payment system. The fact that insurance overhead per se accounts for a minority of the bureaucratic waste
in the system explains why implementing a public option plan would not achieve most of the potential bureaucratic savings
that can be realized through single payer. Even with a public option, hospitals, physicians and nursing homes would still have
to maintain virtually all of their internal billing and cost tracking apparatus in order to fight with private insurers.

Why are health care costs rising and how can single payer “bend the cost curve”?

High administrative costs and excessive - and even ridiculous - prices under the current system are themselves symptoms
of the increasing commercialization of health care and the growing dominance of private firms in health care delivery and
financing. Cutting administrative costs and mandating reasonable pricing would result in very large one-time savings and allow
an affordable transition to comprehensive coverage of the un- and under-insured, but without other cost control mechanisms
these savings would soon be eaten up by continued health care inflation.
Over the longer term, the keys to savings lie in improved health planning implemented through control of capital spending,
as well as limitations on market incentives and limitations on for-profit involvement in health care delivery.
- Health planning to assure that investments in expensive new technology meet needs, but do not exceed them, is the
only proven means to limit the excessive and dangerous interventions that drive up costs and lower quality. It is the salutary
alternative to the current strategies of case-by-case review by HMOs, or the potentially disastrous incentives offered under
capitation arrangements.
- Limits on for-profit ownership and excessive compensation of health care executives are needed to dull the incentives for
institutional gain at the expense of system-wide performance. For-profit hospitals and dialysis facilities paid by Medicare have
higher costs and lower quality than non-profits. Elminating them is key to “bending the cost curve.”

How will we keep costs down if everyone has access to comprehensive health care?

People will seek care earlier when chronic diseases such as hypertension and diabetes are more treatable. We know that
both the uninsured and many of those with skimpy private coverage delay care because they are afraid of health care bills. This
will be eliminated under such a system. Undoubtedly the costs of taking care of the medical needs of people who are currently
skimping on care will cost more money in the short run. However, all of these new costs to cover the uninsured and improve
coverage for the insured will be fully offset by administrative savings.
In the long run, the best way to control costs is to improve health planning to assure appropriate investments in expensive,
high-tech care, to negotiate fees and budgets with doctors, hospital and drug companies, and to set and enforce a generous but
finite overall budget.

Won’t competition be impeded by a universal health care system?

Advocates of the “free market” approach to health care claim that competition will streamline the costs of health care and
make it more efficient. What is overlooked is that past competitive activities in health care under a free market system have
been wasteful and expensive, and are the major cause of rising costs.
There are two main areas where competition exists in health care: among the providers and among the payers. When,
for example, hospitals compete they often duplicate expensive equipment in order to corner more of the market for lucrative
procedure-oriented care. This drives up overall medical costs to pay for the equipment and encourages overtreatment. They
also waste money on advertising and marketing. The preferred scenario has hospitals coordinating services and cooperating to
meet the needs of their communities.
Competition among insurers (the payers) is not effective in containing costs either. Rather, it results in competitive
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practices such as avoiding the sick, cherry-picking, denial of payment for expensive procedures, etc. An insurance firm that
engages in these practices may reduce its own outlays, but at the expense of other payers and patients.

How will we keep doctors from doing too many procedures?

This is a problem in any system that reimburses physicians on a fee-for-service basis. In today’s health system, another
problem is physicians doing too little for patients. So the real question is, “How do we discourage both overcare and
undercare?”
One approach is to carefully control new capital expenditures. Once a hospital or imaging center purchases a multimilliondollar CT scanner, it will try to generate enough scans to pay off the fixed cost. Explicit health planning should be done to
assure that expensive machines and facilities are sited where they are needed and not where they are redundant and likely to
generate overuse.
Another approach is to compare physicians’ use of tests and procedures to their peers with similar patients. A physician
who is “off the curve” will stand out. A related approach is to set spending targets for each specialty. This encourages doctors to
be prudent stewards and to make sure their colleagues are as well, because any doctor doing unnecessary procedures will be
taking money away from colleagues.
In addition, expert guidelines by groups like the American College of Physicians, etc., can help shape professional
standards - which will certainly change over time as treatments change. This really gets to the heart of “how do you improve
the quality of health care,” which is a longer topic. Suffice it to say that single-payer, universal coverage provides a framework
for achieving thoughtful quality improvement.

How will we keep drug prices under control?

When all patients are under one system, the payer wields a lot of clout. The VA gets a 40% discount on drugs because of its
buying power. This “monopsony” buying power is the main reason why other countries’ drug prices are lower than ours. This
also explains the drug industry’s staunch opposition to single-payer national health insurance.

Won’t this result in rationing like in Canada?

The U.S. already rations care. Rationing in U.S. health care is based on income: if you can afford care, you get it; if you can’t,
you don’t. A recent study by the prestigious Institute of Medicine found that 18,000 Americans die every year because they
don’t have health insurance. Many more skip treatments that their insurance company refuses to cover. That’s rationing. Other
countries do not ration in this way.
If there is this much rationing, why don’t we hear about it? And if other countries ration less, why do we hear about them?
The answer is that their systems are publicly accountable, and ours is not. Problems with their health care systems are aired in
public; ours are not. For example, in Canada, when waits for care emerged in the 1990s, Parliament hotly debated the causes
and solutions. Most provinces have also established formal reporting systems on waiting lists, with wait times for each hospital
posted online. This public attention has led to recent falls in waits there.
In U.S. health care, no one is ultimately accountable for how the system works. No one takes full responsibility. Rationing
in our system is carried out covertly through financial pressure, forcing millions of individuals to forego care or to be shunted
away by caregivers from services they can’t pay for.
The rationing that takes place in U.S. health care is unnecessary. A number of studies (notably a General Accounting Office
report in 1991 and a Congressional Budget Office report in 1993) show that there is more than enough money in our health
care system to serve everyone if it were spent wisely. Administrative costs are at 31% of U.S. health spending, far higher than
in other countries’ systems. These inflated costs are due to our failure to have a publicly financed, universal health care system.
We spend about twice as much per person as Canada or most European nations, and still deny health care to many in need. A
national health program could save enough on administration to assure access to care for all Americans, without rationing.

Will medical research suffer?

Much current medical research is publicly financed through the National Institutes of Health. Under a universal health care
system this would continue. For example, a great deal of basic drug research, for example, is funded by the government. Drug
companies are invited in for the later stages of “product development,” the formulation and marketing of new drugs. AZT for
HIV patients is one example. The early, expensive research was conducted with government money. After the drug was found to
be effective, marketing rights went to the drug company.
Medical research does not disappear under universal health care system. Many famous discoveries have been made in
countries with national health care systems. Laparoscopic gallbladder removal was pioneered in Canada. The CT scan was
invented in England. The treatment for juvenile diabetes by transplanting pancreatic cells was developed in Canada.
It is also important to note that studies show that, in the U.S., the number of clinical research grants declines in areas
of high HMO penetration. This suggests that managed care increasingly threatens clinical research. Another study surveyed
medical school faculty and found that it was more difficult to do research in areas where high HMO penetration has enforced a
more business-oriented approach to health care.
Finally, it appears that the increasing commercialization of research is beginning to slow innovation. Drug firms’ increasing
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reliance on contract research organizations (and for-profit ethical-review boards) has coincided with a sharp drop in
innovative new drugs and a spate of “me-too” drugs - minor variations on old drugs that offer little benefit other than extended
patent life.

What will happen to physician incomes?

On the basis of the Canadian experience under national health insurance, we expect that average physician incomes should
change little. However, the income disparity between specialties is likely to shrink.
The increase in patient visits when financial barriers fall under a single-payer system will be offset by resources freed up
by a drastic reduction in administrative overhead and physicians’ paperwork. Billing would involve imprinting the patient’s
national health program card on a charge slip, checking a box to indicate the complexity of the procedure or service, and
sending the slip (or a computer record) to the physician-payment board.

Can a business keep private insurance if they choose?

Yes and no. Everyone has to be included in the new system for it to be able to control costs, reduce bureaucracy, and cover
everyone. In Canada, businesses can purchase additional private insurance that covers things not covered by the national plan
(e.g. private rooms, orthodontia, etc.). However, we support a comprehensive benefit package for the single-payer program that
would eliminate the need (and most demand) for supplemental coverage.
Insurance companies would not be allowed to offer the same benefits as the universal health care system, a restriction
contained in the traditional Medicare program. Allowing such duplication of coverage weakens and eventually destabilizes the
health care system. It undermines the principle of pooling the risk. Health care systems act as universal insurers. At any one
time the healthy help pay for those who are ill. If private insurers are allowed to cherry-pick the healthy, leaving the public
health care system with the very sick, the system will fail.
This, in fact, is what we see happening to Medicare through the Medicare Advantage program. The government pays
Medicare HMOs 13% more than it pays traditional Medicare, yet the HMOs care for a healthier mix of seniors. This is leading to
privatization of Medicare and funding shortfalls for the traditional Medicare program.

Why shouldn’t we let people buy better health care if they can afford it?

Whenever we allow the wealthy to buy better care or jump the queue, health care for the rest of us suffers. If the wealthy
are forced to rely on the same health system as the poor, they will use their political power to assure that the health system
is well funded. Conversely, programs for the poor become poor programs. For instance, because Medicaid doesn’t serve the
wealthy, the payment rates are low and many physicians refuse to see Medicaid patients. Calls to improve Medicaid fall on deaf
ears because the beneficiaries are not considered politically important. Moreover, when the wealthy jump the queue, it results
in longer waits for others. Studies in New Zealand and Canada show that the growth of private care in parallel to the public
system results in lengthening waits. Additionally, allowing the development of a parallel, private system for the wealthy means
the creation of a permanent lobby for underfunding public care. Such underfunding increases the demand for private care.

What will happen to all of the people who work for insurance companies?

The new system will still need some people to administer claims. Administration will shrink, however, eliminating the
need for many insurance workers, as well as administrative staff in hospitals, clinics and nursing homes. More health care
providers, especially in the fields of long-term care, home health care, and public health, will be needed, and many insurance
clerks can be retrained to enter these fields. Many people now working in the insurance industry are, in fact, already health
professionals (e.g. nurses) who will be able to find work in the health care field again. But many insurance and health
administrative workers will need a job retraining and placement program. We anticipate that such a program would cost about
$20 billion, a small fraction of the administrative savings from the transition to national health insurance.
PNHP has worked with labor unions and others to develop plans for a jobs conversion program with would protect the
incomes of displaced clerical workers until they were retrained and transitioned to other jobs.

What will happen to malpractice costs under national health insurance?

They will fall dramatically, for several reasons. First, about half of all malpractice awards go to pay present and future
medical costs (e.g. for infants born with serious disabilities). Single payer national health insurance will eliminate the need
for these awards. Second, many claims arise from a lack of communication between doctor and patient (e.g. in the Emergency
Department). Miscommunication/mistakes are heightened under the present system because physicians don’t have continuity
with their patients (to know their prior medical history, establish therapeutic trust, etc) and patients aren’t allowed to choose
and keep the doctors and other caregivers they know and trust (due to insurance arrangements). Single payer improves quality
in many ways, but in particular by facilitating long-term, continuous relationships with caregivers. For details on how single
payer can improve the quality of health care, see “A Better Quality Alternative: Single Payer National Health Insurance.” For
these and other reasons, malpractice costs in three nations with single payer are much lower than in the United States, and we
would expect them to fall dramatically here.
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What proportion of health spending is for undocumented immigrants?

Very little. All foreign-born people, including immigrant workers who have legal status and who have lived in the U.S. for
years, account for somewhat less than one-quarter of the uninsured, according to the Census Bureau. We do know that foreignborn people in the U.S. are, on average, healthier and utilize little health care - about half of the health care (per capita) of
U.S.-born persons. Surprisingly this is true whether or not they have insurance. Immigrant children receive very little care, 74
percent less overall than other children. So, if the foreign born are less than one-quarter of the uninsured, only one-eighth of
health spending on the uninsured is going to the foreign born, which translates into a tiny fraction of all U.S. health spending. In
fact, most immigrants have health insurance coverage, and 30% of immigrants use no health care at all in the course of a year.
Undocumented immigrants are politically unpopular and hence a convenient target, but they are not the cause of rising health
care costs.

Single payer won’t meet the needs of a large and diverse country like the US.

Medicare is a national program that works reasonably well. There is no reason whatsoever that would make it hard
to scale up. Indeed, Medicare was initiated (and administered for tens of millions of enrollees) before computers became
available - scaling it up 7 or 8 fold should not prove difficult.
In Canada, health care is administered at the provincial level. The Ontario Health Insurance Program, which includes the
city of Toronto as well as rural areas, is a good example. Since much of the program we envision would be regionalized, with
regions similar in size to Ontario, that program seems a sound indication that scale should not be problematic.

What about incremental reform of the health system?

As a matter of policy, PNHP expressly opposes many so-called gradual steps towards single-payer. Many well-meaning
supporters often push these bills as “feasible steps” to move us towards single-payer, but the history of these kinds of health
reform efforts - Hawaii in 1974, Massachusetts in 1988, Oregon in 1989, Tennessee in 1992, Minnesota in 1992, Maine in 2003,
etc. - shows that despite their claims of pragmatism, incremental reforms have consistently failed for more than three decades.
Incremental reforms cannot garner administrative savings and redirect them to care. Hence they always founder on the shoals
of cost. In addition, these reforms distract attention from the economically realistic, if politically challenging, option of singlepayer reform.

Should PNHP support a public Medicare-like “public option”?

The “public plan option” won’t work to fix the health care system for 2 reasons:
1 - It foregoes at least 84% of the administrative savings available through single payer. The public plan option would do
nothing to streamline the administrative tasks (and costs) of hospitals, physicians offices, and nursing homes, which would still
contend with multiple payers, and hence still need the complex cost tracking and billing apparatus that drives administrative
costs. These unnecessary provider administrative costs account for the vast majority of bureaucratic waste. Hence, even 95%
of Americans who are currently privately insured were to join the public plan (and it had overhead costs at current Medicare
levels), the savings on insurance overhead would amount to only 16% of the roughly $400 billion annually achievable through
single payer - not enough to make reform affordable.
2 - A quarter century of experience with public/private competition in the Medicare program demonstrates that the
private plans will not allow a level playing field. Despite strict regulation, private insurers have successfully cherry picked
healthier seniors, and have exploited regional health spending differences to their advantage. They have progressively
undermined the public plan - which started as the single payer for seniors and has now become a funding mechanism for
HMOs - and a place to dump the unprofitably ill. A public plan option does not lead toward single payer, but toward the
segregation of patients; with profitable ones in private plans and unprofitable ones in the public plan.

What about the proposal to lower the eligibility age for Medicare to 55?

Lowering the eligibility age for Medicare to 55 only works if it is mandatory. Otherwise it becomes the place where all
the sickest patients get dumped. That might be okay for the sick people since Medicare is often better and more secure than
private coverage, but it would drive total health care costs (and premiums) up, not down.

Won’t the Affordable Care Act cover the nearly 50 million uninsured Americans?

The Patient Protection and Affordable Care Act (PPACA) will reduce the numbers of uninsured starting in 2014 (with
about half of the new coverage being Medicaid, and the other half private plans) but by 2019 it is estimated it will still leave 30
million of the nearly 50 million Americans identified as being uninsured without coverage.
However, it is important to note that the CBO estimate of 30 million uninsured does not include a whole additional
category of people who face barriers to accessing care: People who are underinsured, who will face financial hardship should
medical needs arise. Underinsurance will actually increase under PPACA.
Here’s why PPACA is an underinsurance program: Employers will see little relief and will expand their present trend of
shifting more insurance and health care costs onto their employees. Individuals buying plans in the new insurance exchanges
will select underinsurance products with low actuarial values (30 to 40 percent of costs must be paid by the patient) with
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subsidies that are inadequate to avoid financial hardship. Many will move into the Medicaid program which has more
expansive coverage, but which reimburses providers at such a low rate that far too many will not be willing to accept patients
under this program. With Medicaid chasing away providers, it too has become another form of underinsurance.
Thus the touted increase in insurance enrollment under PPACA will be more than offset by the explosion in
underinsurance - affecting the majority of Americans.

What is PNHP view of ACOs?

While the term ACO remains at best vaguely defined, the concept is hauntingly similar to the capitated managed care
experiment that proved disastrous in the 1990s. In both instances, providers receive a set annual payment to cover the costs of
all care, and get to keep whatever they don’t spend on patients. The obvious winning strategy - from a business point of view
- is to recruit relatively healthy patients, offering luxurious care for the healthy and minimally ill, and subtle queues that those
with expensive illness would be better off elsewhere. Neither risk adjustment nor quality-monitoring schemes are up to the
task of blunting these incentives.
An ACO can game risk adjustments by ferreting out additional diagnoses that may be clinically unimportant but would
up its capitation payment, and make its outcomes look better as well. The Dartmouth group has already shown that more
expensive providers label their patients with more diagnoses in this way. Quality monitoring efforts measure only a tiny slice
of what’s important in medicine. Overarching measures of quality like death rates and family/community well being are either
too rare to measure in a statistically reliable manner, too subtle to capture with current or foreseeable measurement strategies,
or too biased by differences in the baseline health of enrollees. Evidence from the UK shows that providers will improve on the
aspects of care that are measured, but neglect those that are not, and it’s far from clear that monitoring of quality measures has
actually improved quality or can prevent abuses.
The ACO strategy remains an untested theory for health reform. Considerable experience with similar reforms in the past
suggests that this ACO strategy will lead to yet another health policy dead end.

What is a Voucher Plan? What’s wrong with it?

A Voucher Plan is a version of health reform that seeks to provide a simplified means for individuals to purchase health
insurance, while retaining the private insurance system intact. The principal advocates of this plan are Ezekiel Emanuel, a
bioethicist now serving as one of President Obama’s principal advisors on health care reform, and Victor Fuchs, a retired
economist from Stanford University. Under this plan, individuals would be given a health care certificate, an insurance
“voucher,” which would entitle them to enroll in a private health plan of their choice. Employer-based insurance would be
eliminated. The vouchers would, under the Emanuel-Fuchs plan, be paid for through a value-added tax (VAT), essentially a
sales tax on all manufactured goods and services. This is a highly regressive way of financing such a plan, since low-income
people spend a much larger percentage of their income on purchases of goods and services than do higher-income people.
However, the main problem with such a plan is that it leaves the wasteful, inefficient, and inequitable private insurance system
in place, with no change at all in its operation. It simply makes it easier for us to purchase their defective product.

Why not use tax subsidies to help the uninsured buy health insurance?

The major flaw of tax subsidies is that they would be used to help purchase plans in our current fragmented system.
The administrative inefficiencies and inequities that characterize our system would be left in place, and we would continue
to waste valuable resources that should be going to patient care instead. Moreover, even with tax subsidies, moderate- and
lower-income individuals would be unable to afford good coverage, leaving them with modest benefits and high cost-sharing
that would often make health care unaffordable. Instead of perpetuating our current inequities, tax policies should be used to
create equity in contributions to a system in which everyone is assured access to comprehensive beneficial services.
If the tax subsidies are granted to individuals, employers would be motivated to drop their coverage, and most individuals
covered would have merely rotated from employer coverage to individual coverage. The net reduction in the numbers of
uninsured would be small. If the tax subsidies are granted to employers, a major shift in funding passes from employers to
taxpayers without significant improvements efficiency or fairness. We can use the tax system to create equity in the way
we fund health care, but we should also expect equity and efficiency in allocation of our health care resources. Distributing
health resources according to human needs is possible only if we eliminate the private health plans and establish a publicly
administered system.

What’s wrong with MSA and HSA plans?

Medical savings accounts (MSAs) and similar options such as health savings accounts (HSAs) are individual accounts from
which medical expenses are paid. Once the account is depleted and a deductible is met, medical expenses are covered by a
catastrophic plan.
Individuals with significant health care needs would rapidly deplete their accounts and then be exposed to large out-ofpocket expenses; hence they would tend to select plans with more comprehensive coverage. Since only healthy individuals
would be attracted to the MSAs/HSAs, higher-cost individuals would be concentrated in the more comprehensive plans, driving
up premiums and threatening affordability. By placing everyone in the same pool, the cost of high-risk individuals is diluted by
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the larger sector of relatively healthy individuals, keeping health insurance costs affordable for everyone.
Currently, HSAs offer substantial tax savings to people in high-income brackets, but little to families with average incomes,
and thus serve as a covert tax cut for the wealthy.
Moreover, MSA/HSA plans discourage preventive care, which generally would be paid out-of-pocket, and do nothing to
restrain spending for catastrophic care, which accounts for most health costs. Finally, HSAs/MSAs discriminate against women,
whose care costs, on average, $1,000 more than men’s annually. Hence, on the MSA/HAS plan, the average woman pays $1,000
more out-of-pocket than her male counterpart.

Will physician “report cards” improve quality and reduce costs?

The best study of the impact of report cards on providers (a study of heart surgeons in New York) found they actually
increased costs, worsened care, and inevitably gave physicians incentives to avoid the sickest patients. Several papers have
documented the destructive effect of the New York Department of Health’s heart surgery report cards. The best is by David
Dranove, et al:
“[O]ur results show that report cards [on heart surgeons] led to increased expenditures for both healthy and sick patients,
marginal health benefits for healthy patients, and major adverse health consequences for sicker patients. Thus, we conclude
that report cards reduced our measure of welfare over the time period of our study” (p. 577). “[M]andatory reporting
mechanisms inevitably give providers the incentive to decline to treat more difficult and complicated patients” (p. 581).
– David Dranove et al., “Is more information better? The effects of ‘report cards’ on health care providers,” Journal of Political
Economy 2003;111:555-588

What does PNHP have to say about the primary care workforce shortage?

Countries with strong health care systems have at least half of their physicians in generalist primary care practice 50
percent in Canada, 70 percent in the United Kingdom.
In 2008, less than 8 percent of U. S. seniors chose family medicine, a 50 percent decline since 1997; only 199 U. S, seniors
matched into primary care internal medicine, 248 into IM/Peds, and 53 into primary Peds. The percentage of international
medical graduates in our 3 primary care specialties is now 73 percent for IM, 68 percent for Peds, and 55 percent for Fam.
Med. I don’t believe that we have more than about 30 percent of our physicians in primary care. Only 20 percent of U.S. internal
medicine graduates become general internists, and most pediatric graduates go into sub-specialties.
Primary care has been declining in this country for many years, as a result of multiple factors, including more attractive
lifestyles and reimbursement on the non-primary care fields; student perceptions of the demands, rewards, and prestige of
generalist practice; and uncertainty of the health care environment. The American College of Physicians in 2007 declared that:
“Our primary care infrastructure is at grave risk of collapse.”
Single-payer national health insurance will provide an opportunity to restructure the U.S. physician workforce, strenghten
and rebuild primary care. We should have at least 50 percent of our physicians in primary care fields. Useful approaches
include reimbursement reform, loan forgiveness programs for graduating medical students entering primary care residencies,
increased funding for graduate medical education teaching programs in primary care, and reallocation of GME training slots by
specialty.

What is PNHP’s perspective on the Medicare crisis?

Medicare can only be saved by incorporating it in a single-payer program that would be very different than the current
Medicare program.
1) Medicare benefits need to be greatly upgraded. At present, Medicare covers less than half of the total medical expenses
incurred by its beneficiaries.
2) Medicare’s payment policies for physicians, hospitals, home care, rehab, nursing homes and HMOs are all deeply flawed.
- Its physician fee schedule is wildly skewed toward specialist care and needlessly complex; it discourages salaried
practice.
- Its hospital payment system uses per-patient payments rather than global budgeting, and lumps together capital and
operating payments – negating any real health planning possibilities.
- Its rehab and nursing home payment methods are similarly complex, discourage health planning, and reward institutions
willing and able to engage in financial scheming.
-The home care payment system burdens nurses with extreme amounts of paperwork, rather than paying home care
agencies lump sum budgets.
3) As long as Medicare is one among many payers it cannot achieve substantial administrative savings (in doctors’ offices,
hospitals, and other facilities) and it cannot enforce the health planning changes needed to “bend the cost curve” over the long
term.
In short, the only way to preserve Medicare is to replace it with a single payer program with comprehensive benefits and
effective cost controls (negotiated fees, global budgets, and bulk purchasing) – not just incrementally expand it to the whole
population.
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Part 2
Our health care system is broken
Talking point 1:
Our patients are dying for lack of access to care.
Nearly 45,000 Americans die annually for lack of health insurance.

See: Wilper, A., et. al. (2009). “Health Insurance and Mortality in U.S. Adults.” Am J Public Health, 99, 2289-2295.
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RESEARCH AND PRACTICE

Health Insurance and Mortality in US Adults
Andrew P. Wilper, MD, MPH, Steffie Woolhandler, MD, MPH, Karen E. Lasser, MD, MPH, Danny McCormick, MD, MPH, David H. Bor, MD,
and David U. Himmelstein, MD

The United States stands alone among industrialized nations in not providing health coverage to all of its citizens. Currently, 46 million
Americans lack health coverage.1 Despite repeated attempts to expand health insurance,
uninsurance remains commonplace among US
adults.
Health insurance facilitates access to
health care services and helps protect
against the high costs of catastrophic illness.
Relative to the uninsured, insured Americans are more likely to obtain recommended
screening and care for chronic conditions2
and are less likely to suffer undiagnosed chronic
conditions3 or to receive substandard medical
care.4
Numerous investigators have found an association between uninsurance and death.5–14
The Institute of Medicine (IOM) estimated that
18314 Americans aged between 25 and 64
years die annually because of lack of health
insurance, comparable to deaths because of
diabetes, stroke, or homicide in 2001 among
persons aged 25 to 64 years.4 The IOM estimate
was largely based on a single study by Franks
et al.5 However, these data are now more than
20 years old; both medical therapeutics and
the demography of the uninsured have changed
in the interim.
We analyzed data from the Third National
Health and Nutrition Examination Survey
(NHANES III). NHANES III collected data on
a representative sample of Americans, with
vital status follow-up through 2000. Our objective was to evaluate the relationship between uninsurance and death.

METHODS
The National Center for Health Statistics
(NCHS) conducted NHANES III between
1988 and 1994. The survey combined an
interview, physical examination, and laboratory testing. NHANES III employed a complex
sampling design to establish national estimates of disease prevalence among the

Objectives. A 1993 study found a 25% higher risk of death among uninsured
compared with privately insured adults. We analyzed the relationship between
uninsurance and death with more recent data.
Methods. We conducted a survival analysis with data from the Third National
Health and Nutrition Examination Survey. We analyzed participants aged 17 to
64 years to determine whether uninsurance at the time of interview predicted
death.
Results. Among all participants, 3.1% (95% confidence interval [CI] = 2.5%,
3.7%) died. The hazard ratio for mortality among the uninsured compared with
the insured, with adjustment for age and gender only, was 1.80 (95% CI = 1.44,
2.26). After additional adjustment for race/ethnicity, income, education, self- and
physician-rated health status, body mass index, leisure exercise, smoking, and
regular alcohol use, the uninsured were more likely to die (hazard ratio = 1.40;
95% CI = 1.06, 1.84) than those with insurance.
Conclusions. Uninsurance is associated with mortality. The strength of that
association appears similar to that from a study that evaluated data from the
mid-1980s, despite changes in medical therapeutics and the demography of the
uninsured since that time. (Am J Public Health. 2009;99:2289–2295. doi:10.2105/
AJPH.2008.157685)
noninstitutionalized civilian population in the
United States.15 Staff performed interviews in
English and Spanish.
The NHANES III Linked Mortality File
matched NHANES III records to the National
Death Index (NDI). The NCHS’s linkage, which
uses a probabilistic matching strategy through
December 31, 2000, is described elsewhere.16
The NCHS perturbed the file to prevent reidentification of survey participants. Vital status was
not altered in this process. The publicly released
data yield survival analysis results virtually
identical to the restricted-use NHANES III
Linked Mortality File.17
In designing our analysis, we hewed closely
to Franks’5 methodology to facilitate interpretation of time trends. We analyzed data for individuals who reported no public source of
health insurance at the time of the NHANES III
interview. First, we excluded those aged older
than 64 years, as virtually all are eligible for
Medicare. Of the 33 994 individuals participating, 14 798 were aged between 17 and 64 years
at the time of the interview. In keeping with
earlier analyses,5–7,13 we also excluded nonelderly Medicare recipients and persons covered by
Medicaid and the Department of Veterans
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Affairs/Civilian Health and Medical Program
of the Uniformed Services military insurance
(n =2023), as a substantial proportion of those
individuals had poor health status as a prerequisite for coverage. Of the 12 775 participants
not covered by government insurance, we excluded 663 (5.2%) who lacked information on
health insurance. We excluded 974 of the
remaining 12112 who were covered by private
insurance or uninsured at the time of the interview because of failure to complete the interview and physical examination. Of the
remaining 11138, we included only the 9005
with complete baseline data from both the interview and physical examination in our final
analysis (Figure 1). Among those with complete
insurance data, those with complete interview
and examination data were both less likely to be
uninsured (16.4% vs 21.6%; P <.001) and less
likely to die (3.0% vs 4.5%; P <.001).
NHANES III staff interviewed respondents
in their homes regarding demographics (including health insurance). Participants
responded to questions about race, ethnicity,
income, and household size. The sample design
permits estimation for 3 racial/ethnic groups:
non-Hispanic White, non-Hispanic Black, and
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Note. NHANES III = National Health and Nutrition Examination Survey; VA/CHAMPUS = Veterans Affairs/Civilian Health and
Medical Program of the Uniformed Services.

FIGURE 1—Study population and exclusions.

Mexican American. The NCHS created a variable that combined family income and the
poverty threshold during the year of interview
(the poverty income ratio), allowing income to
be standardized for family size and compared across the 6 years of data collection.18
NHANES III interviewers also collected
data on education, employment, tobacco use,
alcohol use, and leisure exercise. We analyzed education dichotomously, comparing
those with 12 years or more education to
those with less than 12 years. We considered

respondents to be unemployed if they were
looking for work, laid off, or unemployed. All
others, including the employed, students,
homemakers, and retirees were considered
‘‘not unemployed.’’ We considered smokers
in 3 categories: current smokers, former
smokers (those who had smoked more than
200 cigarettes in their lifetime), and nonsmokers. We labeled those drinking more than
6 alcoholic beverages per week as regular
drinkers. We analyzed exercise in 2 groups:
those achieving greater than or equal to 100
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metabolic equivalents (METs) per month, versus those achieving less than 100 METs per
month.19,20
NHANES III measured participants’ selfperceived health in 5 categories: excellent, very
good, good, fair, and poor. We combined the
last 2 groups because of small numbers.
NHANES physicians performed physical examinations on all participants and provided an
impression of overall health status rated as
excellent, very good, good, fair, and poor.21 We
combined the final 2 groups because of small
numbers. We analyzed body mass index (BMI;
weight in kilograms divided by height in meters
squared) in 4 categories: less than 18.5; 18.5 to
25; more than 25 to less than 30; and 30 and
higher.
NHANES III oversampled several groups,
including Black persons, Mexican Americans,
the very young (aged 2 months to 5 years), and
those aged older than 65 years. To account for
this and other design variables we used the
SUDAAN (version 9.1.3, Research Triangle
Institute, Research Triangle Park, NC) SURVIVAL procedure and SAS (version 9.1, SAS
Institute Inc, Cary, NC) PROC SURVEYFREQ
to perform all analyses. We (as did Franks
et al.5) employed unweighted survival analyses
and controlled for the variables used in determining the sampling weights (age, gender, and
race/ethnicity) because of the inefficiency of
weighted regression analyses.22
We analyzed the relation between insurance,
demographics, baseline health status variables,
and mortality by using c2 tests. We then used
a Cox proportional hazards survival analysis
controlling only for age and gender to determine
if lack of health insurance predicted mortality.
We repeated the analysis of the relationship of
insurance to mortality after forcing all covariates
in the model. In this Cox proportional hazards
analysis, we controlled for gender, age, race/
ethnicity (4 categories), income (poverty income
ratio), education, current unemployment,
smoking status (3 categories), regular alcohol
use, self-rated health (4 categories), physicianrated health (4 categories), and BMI (4 categories). We tested for significant interactions
between these variables and health insurance
status (i.e., P < .05). We handled tied failure
times by using the Efron method.
We performed multiple sensitivity analyses to analyze the robustness of our results.
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We developed a propensity score model and
controlled for the variables in our previous
models (with the exception of health insurance status), as well as marital status;
household size; census region; number of
overnight visits in hospital in past 12
months; number of visits to a physician in
past 12 months; limitations in work
or activities; job or housework changes or
job cessation because of a disability or
health problem; and number of self-reported
chronic diseases, including emphysema,
prior nonskin malignancy, stroke, congestive
heart failure, hypertension, diabetes, or
hypercholesterolemia. Next, we included
the propensity score in the multivariable
model with the indicator for insurance status. In addition, we tested for the effect of
including those covered by Medicaid by
using our original Cox model and the propensity score adjusted analysis. In a subsidiary analysis, we excluded employment
and self- and physician-rated health, as
these covariates may be a result of limited
access to health care because of uninsurance.
To facilitate interpretation of our hazard
ratio, we first replicated the calculation in the
IOM report to estimate the number of US
adults who die annually because of lack of
health insurance. This approach applies the
overall hazard ratio to 9-year age strata and
sums these figures to arrive at an annual
number of deaths attributable to lack of health
insurance. We then recalculated this figure by
using the slightly different approach utilized
by the Urban Institute, which does not age
stratify when calculating total mortality. We
believe this approach to be more accurate
than that used to produce the IOM estimate, as
it calculates mortality from the entire age
range that the hazard ratio was calculated
from, as opposed to calculating mortality over
10-year age strata.23

RESULTS
We display baseline characteristics of the
sample in Table 1; 9004 individuals contributed 80 657 person-years of follow-up time
between 1988 and 2000. Of these, 16.2%
(95% confidence interval [CI] =14.1%, 18.2%)
were uninsured at the time of interview.

TABLE 1—Insurance and Mortality Among Nonelderly US Adults Aged 17 to 64 Years:
NHANES III (1986–1994) With Follow-Up Through 2000
Characteristic

No. (weighted %)

% Uninsured (SE)

% Died (SE)

8653 (96.9)

16.2 (1.0)

0

351 (3.1)

17.2 (2.8)

100

6655 (83.8)
2350 (16.2)

0
100

3.0 (0.3)
3.3 (0.6)

Female

4695 (50.2)

15.1 (1.1)

2.6 (0.3)

Male

4311 (49.8)

17.3 (1.3)

3.5 (0.4)

17–24

1750 (17.1)

28.5 (2.5)

0.7 (0.2)

25–34

2338 (27.1)

19.7 (1.5)

1.4 (0.4)

35–44
45–54

2177 (26.2)
1529 (16.8)

11.6 (1.2)
10.8 (1.4)

1.7 (0.3)
5.1 (0.9)

55–64

1344 (12.7)

8.9 (1.4)

10.7 (1.1)

Non-Hispanic White

3484 (78.1)

12.3 (0.8)

3.1 (0.4)

Non-Hispanic Black

2567 (9.9)

22.6 (2.1)

4.1 (0.5)

Mexican American

2598 (5.1)

45.5 (1.9)

3.1 (0.4)

Other

355 (6.9)

29.5 (7.3)

0.9 (0.4)

Education, y
< 12

2917 (19.6)

37.4 (3.0)

4.1 (0.5)

‡ 12

6087 (80.4)

11.0 (0.7)

2.8 (0.3)

Vital status as of December 31, 2000
Alive
Deceased
Insurance statusa
Privately insured
Uninsured
Gender

Age, y

Race/ethnicity

Employment
Unemployedb
All others

511 (4.0)

49.8 (3.9)

5.3 (1.3)

8493 (96.0)

14.8 (0.9)

3.0 (0.3)

0–1

1678 (9.2)

56.2 (2.7)

4.3 (0.9)

> 1–3
>3

4171 (39.7)
3155 (51.2)

22.1 (1.7)
4.4 (0.5)

3.0 (0.3)
3.0 (0.4)

Poverty income ratioc

Smoking status
Current smoker

2465 (29.1)

22.8 (1.8)

4.6 (0.5)

Former smokerd

1794 (22.3)

10.4 (1.1)

4.2 (0.7)

Nonsmoker

4745 (48.6)

14.9 (1.1)

1.7 (0.3)

7193 (78.3)

15.3 (1.1)

4.3 (0.7)

1811 (21.7)

19.6 (1.5)

2.8 (0.4)

‡ 100

3475 (42.0)

13.7 (1.1)

2.9 (0.4)

< 100

5529 (58.0)

18.0 (1.1)

3.2 (0.4)

Drinking status, alcoholic drinks/wk
<6
‡6
Exercise, METs/mo

Self-rated health
Excellent

1675 (23.4)

9.3 (1.3)

2.0 (0.4)

Very good

2499 (34.9)

12.0 (0.9)

1.4 (0.4)

Good

3288 (31.7)

20.5 (1.9)

3.3 (0.4)

Fair or poor

1542 (9.9)

33.6 (2.5)

10.8 (1.2)
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TABLE 1—Continued
Physician-rated health on examination
Excellent

4627 (54.2)

16.8 (1.2)

1.8 (0.3)

Very good

2179 (24.4)

13.3 (1.2)

2.6 (0.5)

Good

1858 (18.4)

17.2 (1.4)

4.9 (0.7)

340 (3.0)

21.7 (4.8)

19.0 (2.6)

Measured BMI
< 18.5

205 (2.7)

19.8 (4.0)

4.0 (1.4)

18.5–25

3764 (46.8)

16.4 (1.2)

2.4 (0.3)

> 25–< 30

2853 (30.4)

14.9 (1.2)

3.3 (0.7)

‡ 30

2182 (20.0)

17.2 (1.8)

4.3 (0.8)

Fair or poor

Notes. BMI = body mass index (weight in kg divided by height in meters squared); METs = metabolic equivalents;
NHANES = National Health and Nutrition Examination Survey.
a
For those with complete data for all characteristics; excludes those covered by any government insurance.
b
Looking for work, laid off, or unemployed.
c
Combines family income, poverty threshold, and year of survey to allow analysis of income data across the 6 years of
NHANES III; less than 1 indicates less than the poverty threshold.
d
Smoked more than 200 cigarettes in lifetime.

Uninsurance was associated with younger age,
minority race/ethnicity, unemployment,
smoking, exercise (less than 100 METs per
month), self-rated health, and lower levels of
education and income (P < .001 for all comparisons). Regular alcohol use and physicianrated health were also associated with higher
rates of uninsurance (P < .05 for both comparisons).
By the end of follow-up in 2000, 351 individuals, or 3.1% (95% CI = 2.5%, 3.7%) of
the sample, had died (Table 1). Significant
bivariate predictors of mortality included male
gender (P = .04), age (P < .001), minority race/
ethnicity (P < .001), less than 12 years of
education (P = .008), unemployment (P = .02),
smoking (P < .001), regular alcohol use
(P = .04), worse self-rated health status
(P < .001), and worse physician-rated health
status (P < .001).
In the model adjusted only for age and
gender, lack of health insurance was significantly associated with mortality (hazard ratio
[HR] =1.80; 95% CI =1.44, 2.26). In subsequent models adjusted for gender, age, race/
ethnicity, poverty income ratio, education,
unemployment, smoking, regular alcohol use,
self-rated health, physician-rated health, and
BMI, lack of health insurance significantly
increased the risk of mortality (HR =1.40;
95% CI =1.06, 1.84; Table 2). We detected no
significant interactions between lack of health

insurance and any other variables. Our sensitivity analyses yielded substantially similar
estimates.
Replicating the methods of the IOM panel
with updated census data24,25 and this hazard
ratio, we calculated 27424 deaths among
Americans aged 25 to 64 years in 2000
associated with lack of health insurance. Applying this hazard ratio to census data from
200526 and including all persons aged 18 to 64
years yields an estimated 35 327 deaths annually among the nonelderly associated with lack
of health insurance. When we repeated this
approach without age stratification, (thought by
investigators at the Urban Institute to be an
overly conservative approach)23 we calculated
approximately 44 789 deaths among Americans
aged 18 to 64 years in 2005 associated with
lack of health insurance.

DISCUSSION
The uninsured are more likely to die than
are the privately insured. We used a nationally
representative data set to update the oft-cited
study by Franks et al. and demonstrate the
persistence of increased mortality attributable
to uninsurance. Our findings are in accord
with earlier research showing that lack of
health insurance increases the likelihood of
death in select illnesses and populations.5–7,13
Our estimate for annual deaths attributable to
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uninsurance among working-age Americans is
more than 140% larger than the IOM’s earlier
figure.23
By using methodologies similar to those used
in the 1993 study, we found that being uninsured is associated with a similar hazard for
mortality (1.40 for our study vs 1.25 for the
1993 study). Although the NHANES I study
methodology and population were similar
to those used in NHANES III, differences exist.
The population analyzed in the original study
was older on average than were participants in
our sample (22.8% vs 55.6% aged 34 years or
younger). The maximum length of follow-up
was less (16 years vs 12 years), and the earlier
analysis was limited to White and Black persons, whereas the present study also includes
Mexican Americans.
The relative youthfulness and shorter
follow-up in our study population would be
expected to reduce our power to detect an
elevated risk of death. In addition, if gaining
Medicare reduces the effect of uninsurance
on mortality, then the younger age and
shorter length of follow-up in our study
might strengthen the association between
uninsurance and mortality compared with
the earlier study. It is less clear how the
differences in the racial and ethnic make-up
of our study population would affect our
ability to detect difference in risk of death.
In fact, the increased likelihood of uninsurance among Mexican Americans who were
nonetheless no more likely to die than nonHispanic Whites might also be expected to
reduce our power compared with the earlier
study.
The original analysis confirmed vital status
by review of decedents’ death certificates.
The NCHS had developed a probabilistic
matching strategy to establish vital status. A
subsample underwent death certificate review
and verification; 98.7% were found to be
correctly classified following this review.16
Again, it is not clear how any misclassification
would bias our results. Moreover, Congress
extended Medicare coverage in 1972 to 2
nonelderly groups: the long-term disabled and
those with end-stage renal disease.27 So, although both studies excluded Medicare enrollees, only ours entirely excluded disabled nonelderly adults who are at particularly high risk of
death.
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TABLE 2—Adjusted Hazards for
Mortality Among US Adults Aged
17 to 64 Years: NHANES III,
1988–2000
Characteristic
Insurance status
Privately insureda (Ref)
Uninsured
Ageb

Hazards Ratio
(95% CI)

1.00
1.40 (1.06, 1.84)
1.06 (1.05, 1.07)

Gender
Female (Ref)

1.00

Male

1.37 (1.13, 1.68)

Race/ethnicity
Non-Hispanic White (Ref)
Non-Hispanic Black

1.00
1.32 (0.98, 1.79)

Mexican American

0.88 (0.64, 1.19)

Other

0.46 (0.24, 0.90)

insurance not only improves health, but also may
be cost effective.36

TABLE 2—Continued
> 25–< 30

0.87 (0.66, 1.15)

‡ 30

0.89 (0.69, 1.15)
e

1.03 (0.95, 1.12)

Poverty income ratio

Notes. BMI = body mass index (weight in kg divided by
height in meters squared); CI = confidence interval;
METs = metabolic equivalents.
a
For those with complete data for all characteristics;
excludes those covered by any government insurance.
b
Hazard ratio reflects risk for every 1-year increase in
age.
c
Smoked more than 200 cigarettes in lifetime.
d
Looking for work, laid off, or unemployed.
e
Combines family income, poverty threshold, and year
of survey to allow analysis of income data across the 6
years of NHANES III; less than 1 indicates less than
the poverty threshold. Entered into regression model
as a continuous variable. Hazard ratio represents
change for every 1 unit increase in the poverty income
ratio.

Exercise, METs/mo
‡ 100 (Ref)

1.00

< 100

1.05 (0.80, 1.38)

Smoking status
Nonsmoker (Ref)
Current smoker
Former smokerc
Drinking status,

1.00
2.02 (1.43, 2.85)
1.42 (1.09, 1.85)

alcoholic drinks/wk
< 6 (Ref)

1.00

‡6

1.38 (0.99, 1.92)

Education, y
‡ 12 (Ref)
< 12

1.00
0.98 (0.75, 1.27)

Employment
Not unemployedd (Ref)
Unemployed

1.00
1.40 (0.92, 2.14)

Self-rated health
Excellent (Ref)

1.00

Very good

0.67 (0.42, 1.09)

Good
Fair or poor

1.27 (0.84, 1.90)
2.26 (1.40, 3.64)

Physician-rated health
Excellent (Ref)

1.00

Very good

0.99 (0.77, 1.27)

Good

1.17 (0.90, 1.52)

Fair or poor

3.22 (2.26, 4.58)

Measured BMI
< 18.5
18.5–25 (Ref)

1.26 (0.69, 2.29)
1.00
Continued

The mechanisms by which health insurance
affects mortality have been extensively studied.
Indeed, the IOM issued an extensive report
summarizing this evidence.29 The IOM identified 3 mechanisms by which insurance improves
health: getting care when needed, having a
regular source of care, and continuity of coverage.
The uninsured are more likely to go without
needed care than the insured. For instance,
Lurie et al. demonstrated that among a medically indigent population in California, loss of
government-sponsored insurance was associated with decreased use of physician services
and worsening control of hypertension.28,29
The uninsured are also more likely to visit the
emergency department30 and be admitted to
the hospital31 for ‘‘ambulatory care sensitive
conditions,’’ suggesting that preventable illnesses
are a consequence of uninsurance.
The chronically ill uninsured are also less
likely to have a usual source of medical care,32
decreasing their likelihood of receiving preventative and primary care. Discontinuity of insurance is also harmful; those intermittently uninsured are more likely to die than the insured.13
All of these factors likely play a role in the
decline in health among middle-aged uninsured persons detected by Baker et al.33,34 This
trend appears to reverse at age 65, when the
majority gains access to Medicare coverage.35
Other studies suggest that extending health
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Limitations
Our study has several limitations.
NHANES III assessed health insurance at
a single point in time and did not validate
self-reported insurance status. We were unable to measure the effect of gaining or losing
coverage after the interview. Point-in-time
uninsurance is associated with subsequent
uninsurance.6 Intermittent insurance coverage
is common and accelerates the decline in health
among middle-aged persons.33 Among the nearelderly, point-in-time uninsurance was associated with significant decline in overall health
relative to those with private insurance.13 Earlier
population-based surveys that did validate insurance status found that between 7% and 11%
of those initially recorded as being uninsured
were misclassified.13 If present, such misclassification might dilute the true effect of uninsurance in our sample. We excluded 29.5% of the
sample because of missing data. These individuals were more likely to be uninsured and to
die, which might also bias our estimate toward
the null.
We have no information about duration of
insurance coverage from this survey. Further,
we have no data regarding cost sharing
(out-of-pocket expenses) among the insured;
cost sharing worsened blood pressure control
among the poor in the RAND Health Insurance Experiment, and was associated with
decreased use of essential medications, and
increased rates of emergency department use
and adverse events in a random sample of
elderly and poor Canadians.37,38
Unmeasured characteristics (i.e., that individuals who place less value on health eschew both health insurance and healthy
behaviors) might offer an alternative explanation for our findings. However, our analysis controlled for tobacco and alcohol use,
along with obesity and exercise habits. In
addition, research has found that more than
90% of nonelderly adults without insurance
cite cost or lack of employer-sponsored coverage as reasons for being uninsured,
whereas only 1% percent report ‘‘not needing’’ insurance.39 In fact, the variables included
in our main survival analysis may inappropriately diminish the relationship between
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insurance and death. For example, poor physician-rated health, poor self-rated health, and
unemployment may result from medically preventable conditions. Indeed, earlier analyses
suggest that the true effect of uninsurance is
likely larger than that measured in multivariate
models.13,40 In addition, Hadley found that
accounting for endogeneity bias by using an
instrumental variable increases the protective
effect of health insurance on mortality.40

Conclusions
Lack of health insurance is associated with
as many as 44 789 deaths per year in the
United States, more than those caused by
kidney disease (n = 42 868).41 The increased
risk of death attributable to uninsurance
suggests that alternative measures of access
to medical care for the uninsured, such as
community health centers, do not provide the
protection of private health insurance. Despite widespread acknowledgment that
enacting universal coverage would be life
saving, doing so remains politically thorny.
Now that health reform is again on the
political agenda, health professionals have
the opportunity to advocate universal coverage. j
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Part 2
Our health care system is broken
Talking point 2:
Our patients are going broke.
Medical bills contribute to more than 60 percent of all bankruptcies. Three-fourths of
those bankrupted had health insurance at the time they got sick.

See: Himmelstein, D.U., Thorne, D., Warren, E., Woolhandler, S. (2009). “Medical Bankruptcy in the United States,
2007: Results of a National Study.” Am J Med, 122, 741-746.
See: Himmelstein, D.U., Thorne, D., Warren, E., Woolhandler, S. (2009). “Medical Bankruptcy Q&A.”
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ABSTRACT
BACKGROUND: Our 2001 study in 5 states found that medical problems contributed to at least 46.2% of
all bankruptcies. Since then, health costs and the numbers of un- and underinsured have increased, and
bankruptcy laws have tightened.
METHODS: We surveyed a random national sample of 2314 bankruptcy filers in 2007, abstracted their court
records, and interviewed 1032 of them. We designated bankruptcies as “medical” based on debtors’ stated
reasons for filing, income loss due to illness, and the magnitude of their medical debts.
RESULTS: Using a conservative definition, 62.1% of all bankruptcies in 2007 were medical; 92% of these
medical debtors had medical debts over $5000, or 10% of pretax family income. The rest met criteria for
medical bankruptcy because they had lost significant income due to illness or mortgaged a home to pay medical
bills. Most medical debtors were well educated, owned homes, and had middle-class occupations. Three
quarters had health insurance. Using identical definitions in 2001 and 2007, the share of bankruptcies attributable to medical problems rose by 49.6%. In logistic regression analysis controlling for demographic factors,
the odds that a bankruptcy had a medical cause was 2.38-fold higher in 2007 than in 2001.
CONCLUSIONS: Illness and medical bills contribute to a large and increasing share of US bankruptcies.
© 2009 Elsevier Inc. All rights reserved. • The American Journal of Medicine (2009) 122, 741-746
KEYWORDS: Bankruptcy; Health care costs; Health economics

METHODS

As recently as 1981, only 8% of families filing for bankruptcy did so in the aftermath of a serious medical problem.1
By contrast, our 2001 study in 5 states found that illness or
medical bills contributed to about half of bankruptcies.2
Since then, the number of un- and underinsured Americans has grown;3 health costs have increased; and Congress
tightened the bankruptcy laws.4
Here we report the first-ever national random-sample
survey of bankruptcy filers.

We used 3 data sources: questionnaires mailed to debtors
immediately after bankruptcy filing; court records; and telephone interviews with a sub-sample of debtors.

Sample Design
Between January 25 and April 11, 2007, we obtained from
Automated Access to Court Electronic Records, a list of all
118,308 bankruptcy petitions filed in the US. We excluded
filings in Guam and Puerto Rico, nonpersonal bankruptcies,
and cases missing a name or address. Within 2 weeks of
their filings, we mailed introductory letters to 5251 randomly selected debtors; 275 were returned as undeliverable.
We then mailed self-administered questionnaires to the
4976 debtors with valid addresses; 2314 (46.5%) were completed and returned; 124 were returned incomplete (2.5%);
and 83 (1.7%) declined to participate; 2455 (49.3% of those
with valid addresses) did not respond.
We compared court records (described below) of respondents with a random sample of 99 nonrespondents. Nonre-
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spondents resembled respondents in income, assets, debts,
net worth, market value of homes, and history of prior
bankruptcy.

ance, and diagnoses were obtained. Two physicians grouped
diagnoses into 14 categories.
Telephone survey participants resembled other respondents on most financial and demographic characteristics.
They were slightly older and better educated.

Questionnaire

Introductory letters described the
Data Analysis
study and offered debtors the option of obtaining a Spanish-lanWe used data from the questionCLINICAL SIGNIFICANCE
guage version of the questionnaires and court records to analyze
naire. The questionnaire and $2
demographics, health insurance
● 62.1% of all bankruptcies have a mediwere mailed a few days later. Noncoverage at the time of filing, and
cal cause.
respondents received replacement
gaps in coverage.
● Most medical debtors were well eduquestionnaires, another $2, and were
The questionnaires were the
cated and middle class; three quarters
invited to respond via telephone or
basis for our 2001-2007 time trend
had health insurance.
on-line. Subsequently, we offered
analysis. For this analysis, we repnonrespondents $50 to complete the
licated the most conservative de● The share of bankruptcies attributable
questionnaire.
finition employed in the 2001
to medical problems rose by 50% beThe questionnaire asked about
study, which designated as “medtween 2001 and 2007.
demographics, health insurance,
ically bankrupt” debtors citing illand gaps in coverage, occupaness or medical bills as a specific
reason for bankruptcy; OR reporttion, employment, housing, and
ing uncovered medical bills $1000 in the past 2 years; OR
efforts to cope financially before filing. It also asked
who lost at least 2 weeks of work-related income due to
about specific reasons for filing for bankruptcy; the range
illness/injury; OR who mortgaged a home to pay medical
of out-of-pocket medical expense (none, $1-$999, $1000bills. Debtors who gave no answers regarding reasons for
$5000, or $5000); loss of work-related income; and
their bankruptcy were excluded from analyses.
borrowing to pay medical bills. Finally, it asked responFor all other analyses (ie, those not reporting time trends)
dents if, for $50, they would be willing to complete a
we adopted a definition of medical bankruptcy that utilizes
follow-up interview.
the more detailed 2007 data. We altered the 2001 criteria to
include debtors who had been forced to quit work due to
Court Records
illness or injury. We also reconsidered the question of how
We obtained the public bankruptcy court records of responlarge out-of-pocket medical expenses should be before
dents and the sample of nonrespondents from the federal
those debts should be considered contributors to the facourt’s electronic filing system. Research assistants (mainly
mily’s bankruptcy. Although we needed to use the threshold
law students) abstracted each record.
of $1000 in out-of-pocket medical bills for consistency in
The court records included the chapter of filing, income,
the time trend analyses, we adopted a more conservative
assets, and debts outstanding at the time of filing. These
threshold—$5000 or 10% of household income—for all
records indicate the creditor to whom money is owed, but
other analyses. Adopting these more conservative criteria
not why the debt was incurred.
reduced the estimate of the proportion of bankruptcies due
to illness or medical bills by 7 percentage points.
Telephone Interviews
To arrive at nationally representative estimates, we
There were 2314 debtors who completed questionnaires,
weighted the data to adjust for the slight underrepresenta2007 of whom were willing to be interviewed. By February
tion of respondents who filed under Chapter 13 (bankrupt2008, research assistants had completed telephone intercies with repayment plans). In calculating mean out-ofviews (in English or Spanish) with 1032 of them; 69 debtors
pocket medical expenses from our telephone interviews, we
no longer wished to be interviewed. We were unable to
trimmed outliers at $100,000.
reach 906.
Chi-squared and 2-tailed t tests were used for univariate
Interviewers collected additional detail about employanalyses. We used forward stepwise logistic regression
ment, finances, housing, borrowing to pay medical bills, and
analysis on the 2007 cohort to assess predictors of medical
whether medical bills or income loss due to illness had
bankruptcy and predictors of home loss or foreclosure
contributed to their bankruptcy (questions we used to verify
among homeowners. Finally, we performed logistic regreswritten questionnaire responses from the entire sample of
sion using the combined 2001 and 2007 cohorts to examine
2314 debtors).
whether the odds of a bankruptcy being medical were higher
The 1032 telephone interviews identified 639 patients
in 2007 than in 2001, after controlling for demographics,
(debtors or dependents) whose health problems contributed
income, and insurance status. SAS Version 9.1 (SAS Institute Inc., Cary, NC) was used for all analyses.
to bankruptcy; details about medical expenses, health insur-
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Demographic Characteristics of 2314 Bankruptcy Filers and Comparison of Medical and Nonmedical Filers, 2007*

Mean age
Debtor or spouse/partner male
Married
Mean family size—debtors  dependents
Attended college
Homeowner or lost home within 5 years
Current homeowner
Occupational prestige score 20
Mean (median) monthly household income
at time of bankruptcy filing
Debtor or spouse/partner currently employed
Debtor or spouse/partner active duty
military or veteran
Market value of home (mean)
Mean net worth (assets—debts)

All Bankruptcies

Medical
Bankruptcies

Nonmedical
Bankruptcies

P Value
Medical vs
Nonmedical Bankruptcies

44.4 years
44.5%
43.9%
2.71
61.9%
66.7%
52.3%
87.3%
$2676 ($2299)

44.9 years
44.9%
46.3%
2.79
60.3%
66.4%
52.0%
86.1%
$2586 ($2225)

43.3 years
44.3%
40.1%
2.63
65.8%
67.8%
53.2%
89.8%
$2851 ($2478)

.01
NS
.02
.02
.02
NS
NS
.01
.002

79.2%
19.4%

75.5%
20.1%

85.0%
18.4%

.001
NS

$147,776
$41,474

$141,861
$44,622

$159,145
$37,650

.03
NS

*Bankruptcies meeting at least one of the following criteria: illness, injury or medical bills listed as specific reason for filing OR uncovered medical bills
$5000 or 10% of annual family income OR, lost 2 weeks of work-related income due to illness/injury, OR depleted home equity to pay medical bills.

cited medical or drug costs, and 37.8% blamed income loss
due to illness. Overall, 68.8% cited at least one of these
medical causes. An additional 6.8% had recently borrowed
money to pay medical bills.

Human subject committees at Harvard Law School and
The Cambridge Health Alliance approved the project.

RESULTS
The demographic characteristics of our sample are shown in
Table 1. Most debtors were middle aged, middle class (by
occupational prestige),5 and had gone to college. Their
modest incomes reflect the financial setbacks common in
the peri-bankruptcy period. Two thirds were homeowners.
Compared with other debtors, medical debtors had
slightly lower incomes, educational attainment, and occupational prestige scores; more were married and fewer were
employed (reflecting more disability). Medical debtors were
older and had larger families. Although similar proportions
were homeowners, medical debtors’ homes had 11% lower
market value. The average net worth was similar (and negative) for medical and nonmedical debtors ($44,622 vs
$37,650, P .05).

Insurance Status of Debtors and Dependents
Less than one quarter of debtors—whether medical or nonmedical—were uninsured when they filed for bankruptcy;
an additional 7% had uninsured family members (Table 3).
Medically bankrupted families, however, had more often
experienced a lapse in coverage during the 2 years before
filing (40.0% vs 34.1%, P  .005).
Table 2

Medical Causes of Bankruptcy, 2007*
Percent of All
Bankruptcies

Debtor said medical bills were reason for
bankruptcy
Medical bills $5000 or 10% of annual
family income
Mortgaged home to pay medical bills
Medical bill problems (any of above 3)
Debtor or spouse lost 2 weeks of income due
to illness or became completely disabled
Debtor or spouse lost 2 weeks of income to
care for ill family member
Income loss due to illness (either of above 2)
Debtor said medical problem of self or spouse
was reason for bankruptcy
Debtor said medical problem of other family
member was reason for bankruptcy
Any of above

Medical Causes of Bankruptcy
Illness or medical bills contributed to 62.1% of all bankruptcies in 2007 (Table 2).
Unaffordable medical bills and income shortfalls due to
illness were common; 57.1% of the entire sample (92% of
the medically bankrupt) had high medical bills, proportions
that did not vary by insurance status; 5.7% of homeowners
had mortgaged their homes to pay medical bills; 40.3% of
the entire sample had lost income due to illness; 95% of the
lost-income debtors also had high medical bills.
Data from the detailed telephone survey yielded confirmatory results. When asked about problems that contributed
very much or somewhat to their bankruptcy, 41.8% of
interviewees specifically identified a health problem, 54.9%

29.0%
34.7%
5.7%
57.1%
38.2%
6.8%
40.3%
32.1%
10.8%
62.1%

*Percentage based on recent homeowners rather than all debtors.
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tary coverage. For patients who initially had private coverage but lost it, the family’s out-of-pocket expenses averaged
$22,568.
Among common diagnoses, nonstroke neurologic illnesses such as multiple sclerosis were associated with the
highest out-of-pocket expenditures (mean $34,167), followed by diabetes ($26,971), injuries ($25,096), stroke
($23,380), mental illnesses ($23,178), and heart disease
($21,955).
Hospital bills were the largest single out-of-pocket expense for 48.0% of patients, prescription drugs for 18.6%,
doctors’ bills for 15.1%, and premiums for 4.1%. The remainder cited expenses such as medical equipment and
nursing homes. While hospital costs loomed largest for all
diagnostic groups, for about one third of patients with pulmonary, cardiac, or psychiatric illnesses, prescription drugs
were the largest expense.
Our telephone interviews indicated the severity of job
problems caused by illness. In 37.9% of patients’ families,
someone had lost or quit a job because of the medical event;
24.4% had been fired, and 37.1% subsequently regained
employment. In 19.9% of families suffering a job loss, the
job loser was a caregiver.

Table 3 Health Insurance Status of Debtor Households With
and Without Medical Causes of Bankruptcy

Debtor or a dependent
uninsured at time of
bankruptcy filing
Debtor or a dependent had
a lapse in coverage during
2 years before bankruptcy
filing

Medical
Bankruptcy

Nonmedical
Bankruptcy

P Value

30.8%

30.7%

.93

40.0%

34.1%

.005

In multivariate analysis, being uninsured at filing did not
predict a medical cause of bankruptcy, while a gap in coverage
did (odds ratio [OR]  1.35, P  .002). Other predictors
included: older age (OR  1.016/year, P  .0001), married
(OR  1.59, P  .0001), female (OR  1.34, P  .002), larger
household (OR  1.97/household member, P  .01), and
lower income quartile (OR  1.30, P  .0001).
Medical debtors’ court records identified more debt owed
directly to doctors and hospitals than did nonmedical debtors’,
a mean of $4988 vs $256, respectively (P .0001). Medical
debtors with coverage gaps owed providers a mean of
$8338, vs $2740 (P .0001) for medical debtors with continuous coverage. Nonmedical debtors had few medical
debts, averaging under $300 regardless of insurance status.
(Medical debts financed through credit cards or other borrowing, or owed to collection agencies are not included
because they cannot be identified through court records.)

Changes in Medical Bankruptcy, 2001 to
2007
In our 2007 study, 69.1% of the debtors met the legacy
definition of medical bankruptcy employed in our 2001
study, a 22.9 percentage point absolute increase (49.6%
relative increase) from 2001, when 46.2% met this definition (P .0001). Inflation, which might edge families over
our $1000 medical debt threshold, did not account for this
change. An analysis that used all criteria except the size of
medical debts found a 48.7% relative increase. An analysis
limited to the 5 states in our 2001 study yielded virtually
identical findings.
In multivariate analysis, a medical cause of bankruptcy
was more likely in 2007 than in 2001 (OR  2.38,
P .0001) (Table 4).

Patients Whose Illness Contributed to
Bankruptcy
Telephone interviews identified 639 patients whose illness
contributed to bankruptcy: the debtor or spouse in 77.9% of
cases; a child in 14.6%; and a parent, sibling or other adult
in 7.5%. At illness onset, 77.9% were insured: 60.3% had
private insurance as their primary coverage; 10.2% had
Medicare; 5.4% had Medicaid; and 2% had Veterans Affairs/military coverage. Few of the uninsured lacked coverage because of a preexisting condition (2.8%) or belief that
coverage was unnecessary (0.3%); nearly all cited economic
reasons.
By the time of bankruptcy, the proportion of patients
with private coverage had fallen to 54.1%, while the percentage with Medicare and Medicaid had increased to
16.4% and 9.9%, respectively. The proportion whose employers contributed to coverage decreased from 43.2% to
36.6%.
Out-of-pocket medical costs averaged $17,943 for all
medically bankrupt families: $26,971 for uninsured patients, $17,749 for those with private insurance at the outset,
$14,633 for those with Medicaid, $12,021 for those with
Medicare, and $6545 for those with Veterans Affairs/mili-

DISCUSSION
In 2007, before the current economic downturn, an American family filed for bankruptcy in the aftermath of illness
every 90 seconds; three quarters of them were insured.
Since 2001, the proportion of all bankruptcies attributable to medical problems has increased by 50%. Nearly two
thirds of all bankruptcies are now linked to illness.
How did medical problems propel so many middle-class,
insured Americans toward bankruptcy? For 92% of the
medically bankrupt, high medical bills directly contributed
to their bankruptcy. Many families with continuous coverage found themselves under-insured, responsible for thousands of dollars in out-of-pocket costs. Others had private
coverage but lost it when they became too sick to work.
Nationally, a quarter of firms cancel coverage immediately
when an employee suffers a disabling illness; another quar-
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The number of filings spiked in mid-2005 in anticipation of
the new law, then plummeted. Since then, filings have
increased each quarter. They are likely to exceed one million households in 2008, representing about 2.7 million
people.
BAPCPA’s effects appear nonselective. Current filers
differ from past ones mainly in having struggled longer with
their debts.7 New restrictions fall equally on medical and
nonmedical bankruptcies, with no preferences for medical
debts or sick debtors. It is implausible to ascribe the growing predominance of medical causes of bankruptcy to
BAPCPA.
Conversely, there is ample evidence that the financial
burden of illness is increasing. The number of under-insured
increased from 15.6 million in 2003 to 25.2 million in
2007.3 Of low- and middle-income households with credit
card balances, 29% use credit card borrowing to pay off
medical expenses over time.8 Collection agencies contacted
37.2 million Americans about medical bills in 2003.9 Between 2005 and 2007, the proportion of nonelderly adults
reporting medical debts or problems paying medical bills
rose from 34% to 41%.10

Table 4 Multivariate Predictors of Medical Causes of
Bankruptcy, 2001 and 2007 Combined
Odds 95% Confidence
Ratio Interval
P Value
Age
Married
Own home now or in past 5
years
All family members insured at
time of filing
Gap in health insurance
coverage for any family
member within past 2 years
Income quartile
Attended college
Year of bankruptcy filing,
2007 vs 2001

1.02
1.32
1.10

1.01–1.02
1.13–1.55
0.93–1.30

.0001
.0006
NS

1.23

1.03–1.46

.02

1.64

1.38–1.94

.0001

.99
1.02
2.38

.82–1.07
.87–1.18
2.05–2.77

NS
NS
.0001

ter do so within a year.6 Income loss due to illness also was
common, but nearly always coupled with high medical bills.
The present study and our 2001 analysis provide the only
data on large cohorts of bankruptcy filers derived from
in-depth surveys. As with any survey, we depend on respondents’ candor. However, we also had independent checks—
from court records filed under penalty of perjury— on many
responses. Because questionnaires and court records were
available for our entire sample, we used them for most
calculations. The lowest plausible estimate of the medical
bankruptcy rate from these sources is 44.4%—the proportion who directly said that either illness or medical bills
were a reason for bankruptcy. But many others gave reasons
such as “aggressive collection efforts” or “lost income due
to illness” and had large medical debts. Indeed, detailed
telephone interview data available for 1032 debtors revealed
an even higher rate of medical bankruptcy than our 62.1%
estimate—at least 68.8% of all filers.
Our current methods address concerns expressed about
our previous survey. We assembled a random, national
sample and asked far more detailed questions. In addition,
we adopted more stringent criteria for medical bankruptcy.
Adopting an even more stringent threshold for medical
debts (eg, eliminating those with medical debts below 10%
of family income) would reduce our estimate by 1%.
Teasing causation from cross-sectional data is challenging. Multiple factors push families into bankruptcy.
Yet, our data clearly establish that illness and medical
bills play an important role in a large and growing proportion of bankruptcies.

Adding to Other Studies
We have reviewed elsewhere the older studies on medical
bankruptcy.2,11 Most rely exclusively on court records
where many medical debts are invisible, disguised as credit
card debt or mortgages. In our cohort, most medical debtors
had charged unaffordable medical care to credit cards.
Similarly, debts turned over to collection agencies by doctors or hospitals may be unrecognizable on court records.
Moreover, income loss due to illness cannot be identified. In
short, even though such studies find substantial rates of
medical bankruptcy,12,13 estimates based solely on court
records understate medical bankruptcies.9
Population-based studies also are problematic because
many debtors are unwilling to admit to filing. Thus, a study
based on the Panel Survey of Income Dynamics could
identify only 74 bankruptcies (0.4% of respondents), half
the actual filing rate among the national population from
which the sample was drawn.13
A few studies employed novel methods to analyze medical bankruptcy. One found a high bankruptcy filing rate in
a cohort of patients with serious neurologic injuries.14 A
survey of cancer patients documented a 3% bankruptcy rate;
7% had taken a second mortgage to pay for treatments.15 A
questionnaire-based study found medical contributors to
61% of Utah bankruptcies; 58% of families seeking help at
bankruptcy clinics in upstate New York reported outstanding medical debts.16
Medical impoverishment, although common in poor nations,17,18 is almost unheard of in wealthy countries other
than the US.19 Most provide a stronger safety net of disability income support. All have some form of national
health insurance.
The US health care financing system is broken, and not
only for the poor and uninsured. Middle-class families fre-

Changes in the Law
Between our 2001 and 2007 surveys, Congress enacted the
Bankruptcy Abuse Prevention and Consumer Protection Act
(BAPCPA), which instituted an income screen and procedural barriers that made filing more difficult and expensive.
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quently collapse under the strain of a health care system that
treats physical wounds, but often inflicts fiscal ones.
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Medical Bankruptcy – Q&A
David U. Himmelstein, M.D., Deborah Thorne, Ph.D., Elizabeth Warren, J.D., Steffie Woolhandler, M.D., M.P.H.

1- What is a “medical bankruptcy”?
A number of medical factors can contribute to a family’s financial collapse, including high medical bills or lost time from
work. Because different researchers use different definitions, we supplied a detailed analysis of debtors who:
• Specifically identified medical problem of the debtor or spouse (32.1%) or another family member (10.8%) as a
reason for filing bankruptcy.
• Specifically said medical bills were a reason for bankruptcy. (29.0%)
• Lost two or more weeks of wages because of lost time from work to deal with a medical problem for themselves or a
family member. (40.3%)
• Mortgaged their homes to pay medical bills. (5.7%)
• Spent more than $5,000 or 10% of annual household income in out-of-pocket medical bills (34.7%)
•

Total, one or more of the above criteria: 62.1%

The vast majority (92%) of bankruptcies that we classified as medical had medical bill problems as indicated by: listing
medical bills as a specific reason for their bankruptcy; or having medical bills of bills $5,000 or 10% of household
income or that forced them to mortgage their home. The remaining 8% whose bankruptcy was classified as “medical”
indicated that a medical problem or income loss due to illness was a cause of bankruptcy.
2- Why do only 29% of bankrupt people identify medical bills as a reason for filing bankruptcy, but you say the total
percentage of medical bankruptcies is 62.1%?
Families characterize their problems differently. Someone may mortgage a home to pay for surgery, then be unable to pay
off the mortgage, describing the reason for filing bankruptcy as “unable to pay the mortgage.” Similarly, some people explain
that they have lost too much time from work when they have taken off to care for a child who has been hospitalized. We
believe that multiple ways of asking about medical bankruptcies give the most complete picture, but we publish the breakdown
in responses so that any other research or commentator can draw his or her own conclusions.
Finally, it should be noted that many people who are financially ruined by illness are undoubtedly too ill, too poor or
demoralized to pursue formal bankruptcy, and are not counted in our study.
3- What is the impact of health insurance?
More than three-quarters (78%) of the families that met the criteria for medical bankruptcy had health insurance at
the onset of their illness or accident. By comparison, 80% of the non-elderly adult population and 85% of the entire U.S.
population had health insurance in 2007. Hence, it appears that health insurance offers only modest protection against medical
bankruptcy.
4- Is the problem of medical bankruptcies just because of the recession?
No. The families in this study filed for bankruptcy between January-April of 2007, before the recession began. Since then,
the financial stress on families has grown.
5- Is this a national sample of all families filing for bankruptcy?
Yes. The sample was drawn from bankruptcy filings across the country.
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6- How did you get your information?
We contacted a random sample of all personal bankruptcy filers in the U.S. during the winter of 2007. Written
questionnaires were returned by 2,314 debtors, and we also analyzed their bankruptcy court records. We also carried out
extensive telephone interviews with 1,032 of these debtors.
Finally, to be sure that the debtors who returned our survey were similar to those who did not, we also analyzed the
court records of 99 of the non-respondents. They were almost identical to those who returned the survey in terms of debts,
income, assets and other characteristics.
7- What’s the basis for saying that the proportion of bankruptcies that are medical rose by 50% between 2001 and
2007?
In order to compare the medical bankruptcy rates in 2007 and in our 2001 study we had to use the same definitions in
both years. Our 2001 study had used a less stringent (“legacy”) definition of medical bankruptcy that included families with
more than $1000 in unpaid medical bills. Using this “legacy” definition, the medical bankruptcy rate rose from 46.2% in 2001
to 69.1% in 2007 – a 49.6% increase. The 2001 estimate relied on data collected from bankruptcy filers in five states. Analysis
of the 2007 data confirmed that the five states included in the 2001 survey also saw a 50% increase in medical bankruptcies.
8- Would health reform eliminate the problem of medical bankruptcy?
Many debtors described a complex web of problems involving illness, work, and family. Separating medical from other
causes of bankruptcy is difficult. Hence, we cannot presume that eliminating the medical antecedents of bankruptcy would
have prevented all of the filings we classified as “medical bankruptcies.” The high rate of insurance among the medical
bankrupts suggests that any health reform that fails to improve existing private coverage is unlikely to make a major impact on
medical bankruptcy. Moreover, our data also highlight the need for improved disability coverage.
9- Why do some others claim that medical bankruptcy rates are much lower?
Ours is the only study based on direct surveys and interviews with a large sample of families filing for bankruptcy. Others
have based their findings on bankruptcy court records alone (with no direct surveys or interviews) or on surveys of the
general public that inquire about bankruptcy filings. Court records fail to identify medical bankruptcies because many medical
bills are charged to credit cards and hence cannot be identified as “medical” in court records. Similarly, when medical providers
turn debts over to collection agencies they would not appear as “medical.” Because bankruptcy carries a substantial stigma,
about half of all respondents who are bankrupt deny that fact. As a result, surveys of the general public are an unreliable
source of information on medical bankruptcy. For these reasons, the only way to accurately assess medical bankruptcy is to
directly survey families who file for bankruptcy.
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Part 2
Our health care system is broken
Talking point 3:
Money and resources are wasted in our current system.
Administrative costs consume 31 percent of health spending, most of it unnecessary. The
U.S. could save enough on administrative costs (almost $400 billion yearly) by switching to
a single-payer system.

See: Woolhandler, S., Campbell, T., & Himmelstein, D.U. (2003) “Costs of Health Care Administration in the U.S. and
Canada.” N Engl J Med, 349, 768-775.

The U.S. spends more per capita on health care than other nations.

See: OECD Health Data 2011 (excerpted charts).
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A decade ago, the administrative costs of health care in the United States greatly exceeded those in Canada. We investigated whether the ascendancy of computerization, managed care, and the adoption of more businesslike approaches to health care have decreased administrative costs.
methods

For the United States and Canada, we calculated the administrative costs of health insurers, employers’ health benefit programs, hospitals, practitioners’ offices, nursing
homes, and home care agencies in 1999. We analyzed published data, surveys of physicians, employment data, and detailed cost reports filed by hospitals, nursing homes,
and home care agencies. In calculating the administrative share of health care spending,
we excluded retail pharmacy sales and a few other categories for which data on administrative costs were unavailable. We used census surveys to explore trends over time in
administrative employment in health care settings. Costs are reported in U.S. dollars.
results

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. After exclusions, administration accounted for 31.0 percent of health care expenditures in the United States
and 16.7 percent of health care expenditures in Canada. Canada’s national health insurance program had overhead of 1.3 percent; the overhead among Canada’s private insurers was higher than that in the United States (13.2 percent vs. 11.7 percent). Providers’
administrative costs were far lower in Canada.
Between 1969 and 1999, the share of the U.S. health care labor force accounted for
by administrative workers grew from 18.2 percent to 27.3 percent. In Canada, it grew
from 16.0 percent in 1971 to 19.1 percent in 1996. (Both nations’ figures exclude insurance-industry personnel.)
conclusions

The gap between U.S. and Canadian spending on health care administration has grown
to $752 per capita. A large sum might be saved in the United States if administrative costs
could be trimmed by implementing a Canadian-style health care system.
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n 1991, we reported that people in
the United States spent about $450 per capita
on health care administration in 1987, whereas
Canadians spent one third as much.1 Subsequent
studies reached similar conclusions, but all relied on
data from 1991 or before.2,3 In the interim, organizational and technological changes have revolutionized health care administration. The ascendancy
of managed care and competition has forced providers to adopt more businesslike approaches. Mergers
between hospitals and between health maintenance
organizations (HMOs) have centralized “back office” tasks. E-mail has displaced regular mail, and
the Internet allows insurers to offer on-line verification of applicants’ eligibility, utilization review, and
payment approval.4 By 1999, nearly two thirds of
U.S. health insurance claims were filed electronically, including 84 percent of Medicare claims.5
Canada’s national health insurance system has
also been subject to technological change and turmoil — strident debate over cost controls, the availability of medical technology, hospital closures, and
the appropriate role of investor-owned providers.
But its organizational structure has changed little.
We evaluated whether the adoption of a more businesslike attitude, the proliferation of HMOs, and
the automation of billing and clerical tasks have
trimmed administrative costs in the United States
and whether Canada’s administrative parsimony
has persisted in the years since our earlier study.

hospital administration

For the United States, we calculated the administrative share of hospital costs by analyzing data from
fiscal year 1999 cost reports that 5220 hospitals had
submitted to Medicare by September 30, 2001, using previously described methods.14,15 For Canada,
we and colleagues at the Canadian Institute for
Health Information analyzed cost data for fiscal
year 1999 (April 1, 1999, through March 31, 2000)
for all Canadian hospitals except those in Quebec
(which use a separate cost-reporting system), using
methods similar to the ones we used to calculate
costs in the United States. When questions arose
about the comparability of expense categories, we
obtained detailed descriptions of the Canadian categories from Canadian officials and consulted U.S.
Medicare auditors to ascertain where such costs
would be entered on Medicare cost reports. For both
countries, we multiplied the percentage spent on
administrative costs by total hospital spending.8,9
administrative costs of practitioners

methods
To estimate administrative costs, we sought data
on insurance overhead, employers’ costs to manage
benefits, and the administrative costs of hospitals,
practitioners’ offices, nursing homes, and home
care. Our estimates use 1999 figures, the most recent comprehensive data. We used gross-domestic-product purchasing-power parities6 to convert
Canadian dollars to U.S. dollars, and we used SAS
software for data analyses.7
insurance overhead

We obtained figures for insurance overhead and the
administration of government programs from the
Centers for Medicare and Medicaid Services8 and
the Canadian Institute for Health Information.9
employers’ costs to manage
health care benefits

For the United States, we used a published estimate
of employers’ spending for health care benefits
n engl j med 349;8

consultants and internal administration related to
health care benefits in 1996.10,11 We used this figure
to estimate 1999 costs on the basis of the growth in
health care spending among employers in the private sector.12 No comparable figures are available
for Canada. We assumed that employers’ internal
administrative costs plus the costs of consultants
(as a share of employers’ health care spending13)
are the same in Canada as in the United States.

We calculated the administrative costs of U.S. physicians by adding the value of the physicians’ own
time devoted to administration to estimates of the
share of several categories of office expenses that
are attributable to administrative work. We determined the proportion of physicians’ work hours devoted to billing and administration from a national
survey16 and multiplied this proportion by physicians’ net income before taxes.8,17 We calculated the
costs of administrative work by nurses and other
clinical employees in doctors’ offices by assuming
that they spent the same proportion of their time on
administration as did physicians. We calculated the
value of this time on the basis of total physicians’
revenues8 and survey data on doctors’ payroll costs
from the American Medical Association.17 We attributed all of physicians’ expenses for clerical staff
to administration.17 Although administrative and
clerical workers accounted for 43.8 percent of the
work force in physicians’ offices (unpublished data), we attributed only one third of office rent and
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other expenses (excluding medical machinery and
supplies)17 to administration and billing. Accounting, legal fees (excluding the cost of malpractice
insurance), the costs of outside billing services,
and other such costs are subsumed in “other professional expenses,”17 half of which we attributed
to administration.
To estimate the administrative expenses of dentists (and other nonphysician practitioners), we analyzed data on administrative and clerical employment in practitioners’ offices from the March 2000
Current Population Survey using previously described methods.18 Administrative and clerical employees’ share of office wages was 43 percent lower
in the case of dentists’ offices and 14 percent lower
in the case of other nonphysician practitioners’ offices than those of physicians’ offices. We assumed
that the administrative share of the income of dentists and other nonphysician practitioners mirrored
these differences.
To calculate administrative costs in Canada, we
obtained figures from a Canadian Medical Association survey on the proportion of physicians’ time
devoted to administration and practice management19 and multiplied this proportion by physicians’ net income before taxes.9,20 To calculate the
cost of nonphysician staff time, we used figures
from Canadian Medical Association surveys of physicians’ expenditures for office staff,20,21 which did
not distinguish between clinical and administrative
staff. We analyzed special 1996 Canadian Census
tabulations to determine administrative and clinical
workers’ shares of total wages in doctors’ offices.18
We attributed all of the administrative workers’
share to administration and assumed that nonphysician clinical personnel spend the same proportion
of their time on administration as did physicians.
To calculate the costs of office rent and similar
expenses, we attributed one third of physicians’ office rent, lease, mortgage, and equipment costs20,21
to administration and billing. We attributed half of
other professional expenses20,21 to administration.
To calculate the administrative expenses of nonphysician office-based practitioners in Canada, we
used the same procedure that we used for the U.S.
data and based the analysis on 1996 Canadian Census data.
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are not representative of all nursing homes) file
Medicare cost reports. However, California collects
cost data from all licensed homes. Therefore, we
analyzed 1999 data on 1241 California nursing
homes,22 grouping expenditures into three broad
categories: administrative, clinical, and mixed administrative and clinical. We used methods similar
to those employed in our hospital analysis14,15 to
allocate expenses from the “mixed” category to the
clinical and administrative categories. To generate
a national estimate, we multiplied the administrative share of expenditures by total nursing home
spending.8
For Canada, we and colleagues at the Canadian
Institute for Health Information analyzed data for
fiscal year 1998 (April 1, 1998, through March 31,
1999) on administrative costs for homes for the
aged (excluding Quebec) from Statistics Canada’s
Residential Care Facilities Survey, using methods
similar to those we used for the U.S. data. We multiplied the share spent for administration by total
nursing home expenditures in Canada.9
administrative costs of home care
agencies

We analyzed data from fiscal year 1999 cost reports
that 6633 home health care agencies submitted to
Medicare. We excluded agencies reporting implausible administrative costs that were below 0 percent
or above 100 percent and then calculated the proportion of expenses classified as “administrative
and general.”
For Canada, we obtained data on administrative
costs in Ontario; the categories used appeared similar to those used in the U.S. data.23 We totaled the
administrative costs of Community Care Access
Centres,24 which contract with home care providers; home care providers (White G, Ontario Association of Community Care Access Centres: personal
communication); and provincial government oversight of home care. We multiplied the proportion
spent for administration by total home care spending throughout Canada.25
total costs of health care administration

To calculate total spending on health care administration, we totaled the administrative costs of all the
categories detailed above. In analyzing the adminnursing home administration
istrative share of health care spending, we excluded
No published nationwide data on the administra- from both the numerator and the denominator extive costs of U.S. nursing homes are available for penditure categories for which data on administra1999, and only Medicare-certified facilities (which tive costs were unavailable: retail pharmacy sales,
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medical equipment and supplies, public health,
construction, research, and “other,” a heterogeneous category that includes ambulances and inplant services. These excluded categories accounted
for $261.2 billion, 21.6 percent of U.S. health care
expenditures, and $21.0 billion, 27.6 percent of Canadian health care expenditures.

tion consumed $87.6 billion, or $315 per capita
(Table 1). In Canada, hospital administration cost
$3.1 billion — 12.9 percent of hospital spending,
or $103 per capita.
nursing home administration

California nursing homes devoted 19.2 percent of
revenues to administration in 1999. Nationwide,
trends since 1969
U.S. nursing homes spent $17.3 billion on adminThe analysis for 1999 relied on several sources of istration, or $62 per capita (Table 1). Administration
data that were not available for earlier years. To as- accounted for 12.2 percent ($882 million) of Canasess trends over time, using previously described dian nursing home expenditures, or $29 per capita.
methods,18 we analyzed U.S. Census data on employment in health care settings from the March administrative costs of practitioners
Current Population Survey for every fifth year since In the United States, administrative tasks consumed
1969 and the Canadian Census for 1971, 1986, 13.5 percent of physicians’ time, valued at $15.5 biland 1996.
lion. Physicians spent 8.3 percent of their gross
income on clinical employees; the administrative
portion (13.5 percent) of compensation of these
results
employees was $3.0 billion. Physicians’ costs for
insurance overhead
clerical staff averaged 12.3 percent of physicians’
In 1999 U.S. private insurers retained $46.9 billion gross income, or $33.1 billion. The one third of
of the $401.2 billion they collected in premiums. physicians’ office rent and expenses attributable to
Their average overhead (11.7 percent) exceeded that administration represented 4.6 percent of physiof Medicare (3.6 percent) and Medicaid (6.8 per- cians’ gross income, or $12.4 billion. Finally, the
cent). Overall, public and private insurance over- half of “other professional expenses” (a category
head totaled $72.0 billion — 5.9 percent of the to- that includes accounting and legal fees) attributable
tal health care expenditures in the United States, or to administration accounted for 3.2 percent of physicians’ income, or $8.6 billion. In total, physicians’
$259 per capita (Table 1).
The overhead costs of Canada’s provincial insur- administrative work and costs amounted to $72.6
ance plans totaled $311 million (1.3 percent) of the billion — $261 per capita, or 26.9 percent of physi$23.5 billion they spent for physicians and hospital cians’ gross income.
The administrative costs of dentists and of other
services. An additional $17 million was spent to administer federal government health plans. The over- nonphysician practitioners totaled $8.6 billion and
head of Canadian private insurers averaged 13.2 per- $8.8 billion, respectively. Overall, U.S. practitioners’
cent of the $8.4 billion spent for private coverage.
Overall, insurance overhead accounted for 1.9 percent of Canadian health care spending, or $47 per
Table 1. Costs of Health Care Administration in the United States
capita (Table 1).
and Canada, 1999.
Cost Category

employers’ costs to manage health
benefits

U.S. employers spent $12.2 billion on internal administrative costs related to health care benefits and
$3.7 billion on health care benefits consultants —
a total of $15.9 billion, or $57 per capita (Table 1).
Canadian employers spent $3.6 billion for private
health insurance and $252 million to manage health
benefits, or $8 per capita.
The average U.S. hospital devoted 24.3 percent of
spending to administration. Hospital administran engl j med 349;8

United States
Insurance overhead
Employers’ costs to manage health benefits
Hospital administration
Nursing home administration
Administrative costs of practitioners
Home care administration

hospital administration

Spending per Capita (U.S. $)

Total
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Canada

259

47

57

8

315

103

62

29

324

107

42

13

1,059

307

771
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administrative costs amounted to $89.9 billion, or
$324 per capita (Table 1).
Canadian physicians devoted 8.4 percent of their
professional time to practice management and administration, valued at $592 million. They spent 6.1
percent of their gross income on clinical office staff.
The administrative portion (8.4 percent) of compensation of these employees amounted to $53 million.
Physicians’ costs for clerical staff averaged 6.9 percent of their gross income, or $716 million. The one
third of physicians’ office rent and expenses attributable to administration totaled $193 million. Finally, the 50 percent of “other professional expenses”
attributable to administration cost $116 million.
In total, physicians’ administrative work and costs
amounted to $1.7 billion — $55 per capita, or 16.1
percent of their gross income.
The administrative and billing costs of Canadian dentists and of other nonphysician practitioners
totaled $928 million and $660 million, respectively.
Overall, the administrative expenses of Canadian
practitioners totaled $3.3 billion, or $107 per capita
(Table 1).
administrative costs of home care
agencies

U.S. home care agencies devoted 35.0 percent of total expenditures to administration — $11.6 billion,
or $42 per capita (Table 1). Administration accounted for 15.8 percent of Ontario’s home care expenditures. Throughout Canada, home care administration expenses totaled $408 million, or $13 per
capita.
total costs of health care administration

In the United States, health care administration cost
$294.3 billion, or $1,059 per capita (Table 1). In
Canada, health care administration cost $9.4 billion, or $307 per capita. If the difference of $752 per
capita were applied to the 1999 U.S. population, the
total excess administrative cost would be $209 billion. After exclusions, administration accounted for
31.0 percent of health care expenditures in the United States, as compared with 16.7 percent of health
care expenditures in Canada.
trends in administrative employment
in health care

In the United States, 27.3 percent of the 11.77 million people employed in health care settings in 1999
worked in administrative and clerical occupations
(Table 2). This figure excludes 926,000 employees
772
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Table 2. Administrative and Clerical Personnel
as a Percentage of the Health Care Labor Force
in the United States, 1969 through 1999.*
Year

Percentage of Health Care Labor Force

1969

18.2

1974

21.2

1979

21.9

1984

23.9

1989

25.5

1994

25.7

1999

27.3

* Calculations exclude insurance-industry personnel.

in life or health insurance firms, 724,000 in insurance brokerages, and employees of consulting
firms.26 In 1969, administrative and clerical workers represented 18.2 percent of the health care labor
force (Table 2). In Canada, administrative and clerical occupations accounted for 19.1 percent of the
health care labor force in 1996, 18.7 percent in 1986,
and 16.0 percent in 1971. (These figures exclude insurance personnel). Although the United States employed 12 percent more health personnel per capita
than Canada, administrative personnel accounted
for three quarters of the difference.

discussion
Administrators are indispensable to modern health
care; their tasks include ensuring that supplies are
on hand, that records are filed, and that nurses are
paid. Many view intensive, sophisticated management as an attractive solution to cost and quality
problems27-29; that utilization review, clinicalinformation systems, and quality-improvement
programs should upgrade care seems obvious.
However, some regard much of administration as
superfluous, born of the quirks of the payment system rather than of clinical needs.
How much administration is optimal? Does the
high administrative spending in the United States
relative to that in Canada (or to that in the United
States 30 years ago) improve care? No studies have
directly addressed these questions. Although indirect evidence is sparse, analyses of investor-owned
HMOs and hospitals — subgroups of providers
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with relatively high administrative costs — have
found that for-profit facilities have neither higherquality care nor lower costs than not-for-profit facilities.15,30-38 Internationally, administrative expenditures show little relation to overall growth
in costs or to life expectancy or other health indicators.39
Several factors augment U.S. administrative
costs. Private insurers, which have high overhead in
most nations — 15.8 percent in Australia, 13.2 percent in Canada, 20.4 percent in Germany, and 10.4
percent in the Netherlands40 — have a larger role in
the United States than in Canada. Functions essential to private insurance but absent in public programs, such as underwriting and marketing, account for about two thirds of private insurers’
overhead.40
A system with multiple insurers is also intrinsically costlier than a single-payer system. For insurers it means multiple duplicative claims-processing
facilities and smaller insured groups, both of which
increase overhead.41,42 Fragmentation also raises
costs for providers who must deal with multiple insurance products — at least 755 in Seattle alone43
— forcing them to determine applicants’ eligibility
and to keep track of the various copayments, referral networks, and approval requirements. Canadian
physicians send virtually all bills to a single insurer. A multiplicity of insurers also precludes paying
hospitals a lump-sum, global budget. Under a global-budget system, hospitals and government authorities negotiate an annual budget based on past
budgets, clinical performance, and projected changes in services and input costs. Hospitals receive periodic lump-sum payments (e.g., 1/12 of the annual
amount each month).
The existence of global budgets in Canada has
eliminated most billing and minimized internal cost
accounting, since charges do not need to be attributed to individual patients and insurers. Yet fragmentation itself cannot explain the upswing in administrative costs in the United States since 1969, when
costs resembled those in Canada. This growth coincided with the expansion of managed care and
market-based competition, which fostered the
adoption of complex accounting and auditing practices long standard in the business world.
Several caveats apply to our estimates. U.S. and
Canadian hospitals, nursing homes, and home
care agencies use different accounting categories,
though we took pains to ensure that they were
comparable. The U.S. hospital figure is consistent
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Table 3. Number of Enrollees and Employees of Selected Major U.S. Private
Health Insurers and Canadian Provincial Health Plans, 2001.*

Plan Name

No. of
Enrollees†

No. of
Employees

No. of
Employees/
10,000 Enrollees

17,170,000

35,700

20.8

U.S. plans
Aetna
Anthem

7,883,000

14,800

18.8

14,300,000

44,600

31.2

Humana

6,435,800

14,500

22.5

Mid Atlantic Medical Services

1,832,400

2,571

14.0

Oxford

1,490,600

3,400

22.8

Pacificare

3,388,100

8,200

24.2

United Healthcare

8,540,000

30,000

35.1

10,146,945

13,900

13.7

1,021,288

145

1.4

11,742,672

1,433‡

1.2

Cigna

WellPoint
Canadian plans
Saskatchewan Health
Ontario Health Insurance
Plan

* Data are from the Annual Reports filed with the Securities and Exchange Commission,49 the Government of Saskatchewan,50 and the Government of Ontario.51
† Numbers include administrative-services-only contracts as well as Medicare,
Medicaid, and commercial enrollees; numbers exclude recipients of pharmacy-benefit management, life, dental, other specialty, and nonhealth insurance
products.
‡ The estimate is based on wage and salary expenses and on the assumption
that the average annual wage is $38,250.

with findings from detailed studies of individual
hospitals.44-47 The California data we used to estimate the administrative costs of U.S. nursing homes
resulted in a lower figure (19.2 percent of revenues)
than a published national estimate for 1998 (25.2
percent).48
Our figures for physicians’ administrative costs
relied on self-reports of time and money spent. We
had to estimate the time spent by other clinical personnel on administrative work and the share of office rent and expenses attributable to administration
(together, these estimated categories account for
5 percent of total administrative costs in the United
States). Physicians’ reports and our estimates appear
congruent with information from a time–motion
study45 and Census data on clerical and administrative personnel employed in practitioners’ offices.
Our estimates of employers’ costs to administer
health care benefits rely on a consultant’s survey of
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a limited number of U.S. firms. Though subject to
error, this category accounts for only 5 percent of administrative costs in the United States.
Cross-national comparisons are complicated by
differences in the range of services offered in hospitals and outpatient settings. For instance, many U.S.
hospitals operate skilled-nursing facilities, whose
costs are lumped with hospital costs in the national
health accounts. Similarly, the costs of free-standing surgical centers, more common in the United
States than in Canada, are lumped with practitioner
costs. Although these differences shift administrative costs among categories (e.g., from nursing
homes to hospitals), their effects on national totals
should be small.
Price differences also affect international comparisons, a problem only partially addressed by our
use of purchasing-power parities to convert Canadian dollars to U.S. dollars. (Using exchange rates
instead would increase the difference between the
United States and Canada by 27 percent.) Canadian
wages are slightly lower than those in the United
States, distorting some comparisons (e.g., per capita spending), but not others (e.g., the administrative share of health care spending or personnel).
Our dollar estimates understate overhead costs
in both nations. They exclude the marketing costs
of pharmaceutical firms, the value of patients’ time
spent on paperwork, and most of the costs of adver-
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tising by providers, health care industry profits, and
lobbying and political contributions. Our analysis
also omits the costs of collecting taxes to fund
health care and the administrative overhead of such
businesses as retail pharmacies and ambulance
companies. Finally, we priced practitioners’ administrative time using their net, rather than gross,
hourly income, conservatively assuming that when
physicians substitute clinical for administrative
time, their overhead costs rise proportionally; using
gross hourly income would boost our estimate of
total administrative costs in the United States to
$320.1 billion.
The employment figures used for our time-trend
analysis exclude administrative employees in consulting firms, drug companies, and retail pharmacies, as well as insurance workers, who are far more
numerous in the United States than in Canada49-51
(Table 3).
Despite these imprecisions, the difference in the
costs of health care administration between the
United States and Canada is clearly large and growing. Is $294.3 billion annually for U.S. health care
administration money well spent?
Supported by a grant (036617) from the Robert Wood Johnson
Foundation.
We are indebted to Geoff Ballinger and Gilles Fortin for their invaluable assistance in securing and analyzing data on Canadian administrative costs and the comparability of U.S. and Canadian cost
categories.
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In 2009, there were large
variations in how much the
Organization for Economic Cooperation
and
Development
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health spending share of GDP.
The United States continued to
outspend all other OECD
countries by a wide margin, with
spending on health per capita of
$7960. This was two-and-a-half
times more than the OECD
average of $3223.
As a share of GDP, the United
States spent 17.4% on health in
2009, 5 percentage points more
than in the next two countries, the
Netherlands and France (which
allocated 12.0% and 11.8% of
their GDP on health). Norway
and Switzerland were the next
biggest spenders on health per
capita, with spending of more
than $5000 per capita in 2009.
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Part 3
Single-payer national health insurance is the solution
Talking point 4:
Single payer covers everyone and saves money.
Single payer can cover everyone, save over $400 billion per year, and shift our health care
financing to a progressive model.

See: Friedman, G. (2013). “Funding HR 676: The Expanded and Improved Medical for All Act.” Physicians for a
National Health Program.

Taxes already pay for over 60 percent of U.S. health spending, when tax subsidies to
private insurance and the benefit costs of public employees are factored in.

See: Woolhandler, S. & Himmelstein, D.U. (2002). “Paying for National Health Insurance – And Not Getting It.” Health
Affairs 21(4), 88-98.
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Executive Summary
The Expanded and Improved Medicare for All Act, HR 676,
introduced into the 113th Congress by Rep. John Conyers Jr.
and 37 initial co-sponsors, would establish a single authority
responsible for paying for medically necessary health care for
all residents of the United States.
Under the single-payer system created by HR 676, the U.S.
could save an estimated $592 billion annually by slashing the
administrative waste associated with the private insurance
industry ($476 billion) and reducing pharmaceutical prices to
European levels ($116 billion). In 2014, the savings would be
enough to cover all 44 million uninsured and upgrade benefits
for everyone else. No other plan can achieve this magnitude of
savings on health care.
Specifically, the savings from a single-payer plan would be
more than enough to fund $343 billion in improvements to the
health system such as expanded coverage, improved benefits,
enhanced reimbursement of providers serving indigent
patients, and the elimination of co-payments and deductibles in
2014. The savings would also fund $51 billion in transition costs
such as retraining displaced workers and phasing out investorowned, for-profit delivery systems.
Health care financing in the U.S. is regressive, weighing
heaviest on the poor, the working class, and the sick. With the
progressive financing plan outlined for HR 676 (below), 95% of
all U.S. households would save money.
HR 676 (Section 211, Appendix 2) specifies a financing plan
for single-payer that includes
• Maintaining current federal financing for health care
• Increasing personal income taxes on the top 5% of income
earners
• Instituting a modest tax on unearned income
• Instituting a modest and progressive tax on payroll, selfemployment
• Instituting a small tax on stock and bond transactions
The following progressive financing plan would meet the
specifications of HR 676:
• Existing sources of federal revenues for health care
• Tax of 0.5% on stock trades and 0.01% tax per year to
maturity on transactions in bonds, swaps, and trades
• 6% high-income surtax (applies to households with
incomes > $225,000)
• 6% tax on unearned income from capital gains, dividends,
interest, profits, and rents
• 6% payroll tax on top 60% of income earners (applies to
incomes over $53,000, tax paid by employers)
• 3% payroll tax on the bottom 40% of income earners
(applies to incomes under $53,000, tax paid by employers)

HR 676 would also establish a system for future cost control
using proven-effective methods such as negotiated fees, global
budgets, and capital planning. Over time, reduced health
cost inflation over the next decade (“bending the cost curve”)
would save $1.8 trillion, making comprehensive health benefits
sustainable for future generations.

Section I: Financing needs for single payer
Regressive and obsolete funding sources to be replaced by
progressive taxation
Health expenditures under the existing health care system
are projected to total $3.13 trillion in 2014, plus $32 billion in
spending by employers for administering employer-based health
insurance plans.1 Health care financing in the U.S. is highly
regressive, with low-income households and those dealing with
serious illness or injury paying larger shares of their incomes
towards health care than high-income and healthy households.
Under HR 676, progressive federal taxes (i.e. taxes that reduce
the proportion of income paid by low-income households
and those faced with a serious illness for medical care) would
replace current regressive, income-invariant sources of health
care financing such as spending by businesses and 80% of outof-pocket spending by individuals.2
Progressive federal taxes would also replace regressive
and obsolete funding sources including federal, state, and
local government spending on private health insurance for
government employees, and state and local government
spending on Medicaid and other health programs. According
to data from the Centers for Medicare and Medicare Services
(CMS), these expenditures will total $1,723 billion in 2014. See
Table 1.
Current spending on federal government programs to be
applied to funding HR 676 amounts to $1,344 billion.3 This
includes federal spending for the Medicare program, the
Medicaid program, and the Children’s Health Insurance
Program. Other funding sources include $47 billion in revenue
from new Medicare taxes included in the Affordable Care Act
of 2010, and the remaining 20% of out-of-pocket spending by
individuals. Together, these funding sources amount to $1,454
billion of spending retained for funding HR 676 in 2014.
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Table 1. Regressive and obsolete funding sources to be
replaced by progressive taxation (in billions of dollars)

Source: http://www.cms.gov/NationalHealthExpendData/downloads/tables.pdf; and http://www.cms.gov/Research-Statistics-Data-andSystems/Statistics-Trends-and-Reports/NationalHealthExpendData/downloads/sponsors.pdf.

Estimated cost of system improvements and transition costs
A single-payer program would improve the health system
in many ways. It would extend coverage to all uninsured
Americans.4 It would reduce barriers to access for the currently
insured by eliminating burdensome co-payments, deductibles
and other out-of-pocket spending for medical care. It would
offer improved benefits by covering services like dental and
long-term care. It would eliminate inequity in the treatment
of less-affluent patients by paying providers the same fee for
each patient regardless of income or employment.5 These
improvements would cost an estimated $343 billion annually.
Transition costs of implementing HR 676 would include the
cost of unemployment insurance and retraining of displaced
insurance and provider administrative personnel.6 In addition,
the cost of converting investor-owned health care facilities to
non-profit status would be incurred and is spread out over 15
years.7 Including transition costs of $51 billion in the first year,
the estimated cost of expanding and improving Medicare is
$394 billion. See Table 2.

Section II: Single-payer system
savings as a source of financing
Savings on provider administrative overhead and drug prices
For decades, health care costs have risen much faster than
income in the United States. As a result, total health care
spending has risen from 5% of Gross Domestic Product in 1960
to nearly 18% today. While some of the increase in costs in the
United States is due, as in other countries, to improvements in
care, innovative technologies and greater longevity, costs have
risen much faster in the United States than elsewhere because
of the growing administrative burden of our private health
insurance system.
Because of the large number of separate insurance programs
and the fragmented billing system, American physicians and
hospitals incur much greater costs for billing and insurancerelated activities than do their foreign counterparts. Compared
with doctors in Ontario, Canada, for example, Americans spend
nearly four times as much on billing and insurance related
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Table 2. Estimated cost of health system improvements
and transition costs under HR 676 (in billions of dollars)

Note: The cost of coverage expansion includes overhead on all new coverage under the single payer ($25 billion) as well as $85 billion to
cover the estimated 44 million who will be uninsured in 2014. It assumes the uninsured spend 55% as much on health care as the insured and
would spend 80% with insurance; the lower spending is based on the age distribution of the uninsured. It is assumed that the ACA would have
lowered the share without insurance by 11 million from 2013 to 2014, to 16% of the nonelderly population in 2014.[8] Utilization expansion
assumes a 3% increase for most activities with a 20% increase for dental care (currently not provided for many insurance plans), a 20% increase
in nursing home care, and a 40% increase in home health care. Current Medicaid physician rates are 34% below those paid under Medicare,
and the ACA provides for an increase in rates for primary care to Medicare levels; this adjustment assumes that they will be equalized for all
physician services.9

Table 3. Savings on provider administrative overhead and
pharmaceutical costs (in billions of dollars)

Sources: Administrative savings are the difference between overhead costs in the United States and Canada in 1999 from Steffie Woolhandler,
Terry Campbell, and David Himmelstein, “Cost of Health Care Administration in the United States and Canada,” New England Journal of
Medicine no. 349 (2003); relative drug prices are from McKinsey Global Institute, “Accounting for the Cost of Health Care in the United States,”
January 2007; projected spending under the ACA in 2014 is from Centers for Medicare and Medicaid Services.

Table 4. Savings on administrative costs of insurers,
Medicaid, and employers (in billions of dollars)
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activities ($83,000 per physician versus $22,000 in Ontario),
and nursing staff, including medical assistants, spent 20.6 hours
per physician per week interacting with health plans – nearly
ten times that of their Ontario counterparts.9
In addition to the administrative savings within provider
offices, a single payer system could lead to dramatic savings
by negotiating reduced prices for pharmaceuticals which cost
approximately 60% more in the U.S. than in Europe.10 See Table
3. Today, Medicare is the only entity in the world excluded from
negotiating lower prices on medications for its beneficiaries.
Savings on the administrative costs of private insurers,
Medicaid, and employers
In addition to reducing the overhead of providers like doctors

and hospitals, eliminating private insurance plans would
also generate administrative savings on insurance overhead.
Currently, private insurers have a “medical loss ratio” (the share
of health care spending going for medical services) of barely
88%. The 12% administrative cost average includes the cost of
advertising, enrollment, collecting premiums, paying claims,
bureaucratic red-tape designed to discourage the submission
of claims, inflated executive compensation, and profit, as well
as relatively high administrative cost due to the small scale of
many companies. A single-payer system would eliminate most
of these costs, raising the share of spending going to providers
up to the 98% rate for Medicare. With almost a trillion dollars
in premiums paid into private health insurance, lowering the
administrative ratio to the Medicare rate would save over $197
billion.11

Figure 1. Single-payer system savings from reduced
administrative costs and drug prices (in billions of dollars)

Table 5. Savings on federal tax expenditures
for health care (in billions of dollars)

Sources: Government Printing Office, Analytical Perspectives, Budget of the United States, 2012, 243. Estimates for 2010 have been adjusted
for 2014 at the rate of increase in general health care expenditures 1991-2009 from http://www.cms.gov/Research-Statistics-Data-andSystems/Statistics-Trends-and-Reports/NationalHealthExpendData/downloads/sponsors.pdf.
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Further savings of $26 billion would come from the reduction
in the administrative expenses of running Medicaid as a
joint federal-state means-tested program. Currently, 5.7% of
Medicaid expenses go for administration, including the cost of
checking eligibility and operating a payment system separate
from Medicare and other insurance systems.12
In addition, employers will save $32 billion on the direct costs
of managing their employer-provided health insurance systems,
including the costs of collecting and processing payments as
well as consultant charges for choosing an insurance carrier. See
Table 4.
Altogether, administrative savings from the single-payer
system, on providers’ overhead costs, and on administrative
expense among insurers, Medicaid, and employers, come to
$476 billion in 2014. Adding in the savings on prescription
drugs of $116 billion brings the total savings to $592 billion.
See Figure 1. Moreover, a single-payer system would slow
the growth in health care spending from year to year, greatly

reducing the burden of health care costs over the long term.13
HR 676 would eliminate the need for federal subsidies for the
purchase of private health insurance by business and individuals.
Along with deductions for medical savings accounts, medical
expenses and some smaller tax breaks associated with the
private insurance system, eliminating tax subsidies would save
$260 billion (Table 5).

Section III: A progressive funding plan for HR 676
The health care improvements and transition costs of a singlepayer system ($394 billion, Table 2), including expanding
coverage to 44 million uninsured Americans and upgrading
coverage for everyone else, would be funded under HR 676
by $592 billion in savings on administrative costs and reduced
pharmaceutical prices. As a result of implementation of HR
676, health spending in the first year would fall by $198 billion
to $2,964 billion (Table 6).

Table 6. National Health Expenditures with and
without Implementation of HR 676 (in billions of dollars)

Table 7. A progressive financing plan for HR 676 that replaces regressive funding
sources and improves and expands comprehensive benefits to all (in billions of dollars)

Sources: Revenue from the Tobin Tax from Dean Baker, et al., “The Potential Revenue from Financial Transactions Taxes.” The Baker et al.
estimates are for 2011 and I have extrapolated assuming revenue will grow at the same pace as the GDP; this conservative assumption leads to
an understatement of revenue. Income distribution is from the updated background tables for Thomas Piketty and Emmanuel Saez, “Income
Inequality in the United States.”[16] Revenue is calculated by applying the tax rates to the reported income; since Piketty and Saez use IRS
income data, I am assuming the same rate of noncompliance as under the current tax law. I have extrapolated from 2006 assuming that all
income groups and all income types grew equally with the GDP; this conservative assumption leads to an understatement of revenue.
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Figure 2. Change in after-tax household income due to adoption of progressive
financing for HR 676: 95% of Americans are better off under a single-payer system

Note: The percentages shown here are the difference between the share of income spent on health care now and the amount that would be spent under the
proposed single-payer plan including the taxes proposed to replace the current regressive funding system. The taxes included here are a Tobin tax (described
in the text), a 6% surtax on the richest 5% of households, a 6% tax on unearned income (including capital gains, dividends, interest, profits, and rents), a 6%
tax on the top 60% of wages and salaries, and a 3% tax on the bottom 40%. The first four bars from the left represent the income of the bottom four quintiles
of the population; the next bar (for an average income of $216,922) represents the next 15% (from the 80th to the 95th percentile); the next bar represents
the next 4%; the next bar (for an average income of $2,994,817) represents the mean income of the richest 1% of the population; and the final bar (with an
average income of $166,592,800) represents the wealthiest 400 American households based on their tax returns.17 Note that the only groups in the population
who would pay more for care are the richest 5%.

With the progressive funding plan outlined in Table 7, regressive
and obsolete funding sources would be replaced by progressive
taxes, including a new tax on financial transactions (a so-called
Tobin Tax14), a progressive payroll tax and tax on unearned
income, and surtax on high income individuals. Under the plan
developed here, revenues would exceed expenditures by $154
billion in the first year, generating funds that could be invested
in health professional education or used for deficit reduction.15
The proposed taxes would be highly progressive, especially
compared with current health care spending which falls most
heavily on lower-income households. On average, only 5% of
Americans would pay more under this proposal, which would
mean savings for Americans with household incomes up to well
above $200,000. See Figure 2.

Conclusion: Single payer covers more, costs
less than current system for 95% of Americans
This analysis shows that it is possible to reform the U.S. health
financing system to make it more efficient and equitable.
Universal health care with comprehensive benefits could be
achieved under a single-payer system as embodied in HR 676.
Improved Medicare for All would cost less for 95% of households
and reduce the deficit by $154 billion in the first year.

Progressive financing of HR 676 is possible using a Tobin or
“Robin Hood” tax as one of the funding sources. Although the
Tobin tax is desirable for a number of reasons, HR 676 single
payer may be financed without the Tobin tax if necessary. See
Appendix 1.
This analysis is done for one point in time, 2014. Over time,
the health care system in the United States has become more
expensive both relative to the cost of providing equivalent
services in the past and relative to other countries.18 Under the
federal reform law of 2010, it is projected that health care costs
will continue to grow, creating growing pressure to cut costs by
reducing access and quality of care.
In contrast, HR 676 would establish a system for future cost
control using proven-effective methods such as negotiated
fees, global budgets, and capital planning. Over the next
decade, savings from reduced health inflation (“bending the
cost curve”) would equal $1.8 trillion. On top of the enormous
administrative savings of single payer, the savings from effective
cost-control would make it possible to provide universal
coverage and comprehensive benefits to future generations19 at
a sustainable cost.
Gerald Friedman is professor, Department of Economics,
University of Massachusetts at Amherst. He can be reached at
gfriedma@econs.umass.edu.
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Appendix 1- Summary Tables of Alternatives Financing Plans for HR 676
With Tobin Tax (transactions or “Robin Hood” tax)
In billions of dollars
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Appendix 1- Summary Tables of Alternatives Financing Plans for HR 676
Without Tobin Tax (transactions or “Robin Hood” tax)
In billions of dollars
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Appendix 2: Text of funding section
of HR 676 in the 113th Congress
1st Session
H. R. 676
To provide for comprehensive health insurance coverage for
all United States residents, improved health care delivery, and
for other purposes.
C. 211. OVERVIEW: FUNDING THE MEDICARE FOR ALL
PROGRAM.
(a) In General. The Medicare For All Program is to be funded
as provided in subsection (c)(1).
(b) Medicare For All Trust Fund. There shall be established a
Medicare For All Trust Fund in which funds provided under
this section are deposited and from which expenditures under
this Act are made.
(c) Funding.
(1) IN GENERAL. There are appropriated to the Medicare For
All Trust Fund amounts sufficient to carry out this Act from the
following sources:
(A) Existing sources of Federal Government revenues for
health care.
(B) Increasing personal income taxes on the top 5 percent
income earners.
(C) Instituting a modest and progressive excise tax on payroll
and self-employment income.
(D) Instituting a modest tax on unearned income.
(E) Instituting a small tax on stock and bond transactions.
(2) SYSTEM SAVINGS AS A SOURCE OF FINANCING.
Funding otherwise required for the Program is reduced as a
result of-(A) vastly reducing paperwork;
(B) requiring a rational bulk procurement of medications
under section 205(a); and
(C) improved access to preventive health care.
(3) ADDITIONAL ANNUAL APPROPRIATIONS TO
MEDICARE FOR ALL PROGRAM. Additional sums are
authorized to be appropriated annually as needed to maintain
maximum quality, efficiency, and access under the Program.
SEC. 212. APPROPRIATIONS FOR EXISTING PROGRAMS.
Notwithstanding any other provision of law, there are hereby
transferred and appropriated to carry out this Act, amounts from
the Treasury equivalent to the amounts the Secretary estimates
would have been appropriated and expended for Federal public
health care programs, including funds that would have been
appropriated under the Medicare program under title XVIII
of the Social Security Act, under the Medicaid program under
title XIX of such Act, and under the Children’s Health Insurance
Program under title XXI of such Act.
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Notes
1. Centers for Medicare and Medicaid Services, National Health Expenditure
Projections, 2011-2021 (Washington, D.C.: Department of Health and Human
Services, Center for Medicare and Medicaid Statistics, n.d.) Table 2; employer
expenditures administering health insurance plans came to 4.2% of health
insurance spending in Steffie Woolhandler, Terry Campbell, and David
Himmelstein, “Cost of Health Care Administration in the United States and
Canada,” New England Journal of Medicine no. 349 (2003): 768–75. This ratio has
been applied to employer-based health insurance in 2014.
2. While the largest components of out-of-pocket expenditures, prescription drugs
and co-payments and deductibles, will be covered under HR 676, other medicallyoptional expenditures, such as some dental procedures or luxury eyeglasses, would
not be covered, nor would most vitamins and some alternative medical practices.
For the breakdown of out-of-pocket spending, see Ann Foster, “Out-of-pocket
Health Care Expenditures: a Comparison,” Monthly Labor Review (February
2010): 3–20.
3. HR 676 does not incorporate the Indian Health Service for the first five years,
or the Veterans Administration for the first ten years (Sec 401). For this study,
however, these have been included both on the revenue and the expenditure side.
4. The Congressional Budget Office estimates that there will be 44 million
uninsured in 2014 after the Affordable Care Act goes into effect; Congressional
Budget Office, “February 2013 Estimate of the Effects of the Affordable Care Act
on Health Insurance Coverage,” February 2013, http://www.cbo.gov/sites/default/
files/cbofiles/attachments/43900_ACAInsuranceCoverageEffects.pdf.
5. Physicians who accept Medicaid patients are paid far less than those who serve
other patients. Raising rates would be a transfer to providers who would be paid
more for services they are currently performing. It would also improve access by
allowing providers to perform services better, by spending more time with each
patient; and it would encourage more providers to provide services for less-affluent
patients.
6. In Section 303, HR 676 provides for up to two years of unemployment insurance
and priority in retraining for “clerical, administrative, and billing personnel in
insurance companies, doctors’ offices, hospitals, nursing facilities, and other
facilities whose jobs are eliminated due to reduced administration.” One percent of
health spending is set aside for unemployment and retraining annually.
7. In Section 103, HR 676 provides that over a fifteen year period, investor-owners
shall be compensated for the actual appraised value of converted facilities used
in the delivery of care. A reserve fund of $20 billion annually is created for this
purpose.
8. Congressional Budget Office, “February 2013 Estimate of the Effects of the
Affordable Care Act on Health Insurance Coverage.”
9. Dante Morra et al., “US Physician Practices Versus Canadians: Spending
Nearly Four Times As Much Money Interacting With Payers,” Health Affairs 30,
no. 8 (2011): 1443 –1450, doi:10.1377/hlthaff.2010.0893; Also see, Lawrence P.
Casalino et al., “What Does It Cost Physician Practices To Interact With Health
Insurance Plans?,” Health Affairs 28, no. 4 (July 1, 2009): w533–w543, doi:10.1377/
hlthaff.28.4.w533; Woolhandler, Campbell, and Himmelstein, “Cost of Health
Care Administration in the United States and Canada”; David Himmelstein, Steffie
Woolhandler, and Sidney Wolfe, “Administrative Waste in the U.S. Health Care
System in 2003: The Cost to the Nation, the States, and the District of Columbia,
with State-Specific Estimates of Potential Savings,” International Journal of Health
Services 34, no. 1 (2004): 79–86.
10. McKinsey Global Institute, “Accounting for the Cost of Health Care in the
United States,” January 2007, http://www.mckinsey.com/mgi/rp/healthcare/
accounting_cost_healthcare.asp; The magnitude of excessive pricing for drugs is
indicated by the 80% drop in drug prices when they come out of patent protection
and are produced as generics; see Center for Devices and Radiological Health,
“About the Center for Drug Evaluation and Research - Generic Competition
and Drug Prices,” WebContent, accessed December 27, 2012, http://www.fda.
gov/AboutFDA/CentersOffices/OfficeofMedicalProductsandTobacco/CDER/
ucm129385.htm.
11. No savings have been assumed from reduced fraud despite the great capacity of
a single-payer system to reduce or even to eliminate fraudulent billing. Fraudulent
billing, including duplicate billing and billing for services not rendered, accounts
for between 3% and 10% of health care spending in the United States, including an
error rate in federal programs of over 9%. See “Testimony of the National Health
Care Anti-Fraud Association” (Harrisburgh, PA., House Insurance Committee,
Hourse of Representatives, Commonwealth of Pennsylvania, January 28, 2010),
http://www.legis.state.pa.us/cfdocs/legis/TR/transcripts/2010_0017_0014_
TSTMNY.pdf; General Accounting Office, Medicare and Medicaid Fraud, Waste,
and Abuse: Effective Implementation of Recent Laws and Agency Actions Could
Help Reduce Improper Payments (Washington D.C., March 9, 2011), http://www.
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gao.gov/new.items/d11409t.pdf; William Hsiao, Steven Kappel, and Jonathan
Gruber, “Act 128: Health System Reform Design. Achieving Affordable Universal
Health Care in Vermont,” January 21, 2011, 34, http://www.leg.state.vt.us/jfo/
healthcare/FINAL%20VT%20Draft%20Hsiao%20Report.pdf.
12. The MLR for Medicaid is under 95%, lower than for Medicare because of
the more complicated eligibility criteria. April Grady, State Medicaid Program
Administration: A Brief Overview (Congressional Research Service, May 14,
2008), http://aging.senate.gov/crs/medicaid3.pdf; ibid.; Earl Hoffman, Barbara
Klees, and Catherine Curtis, Title XVIII and Title XIX of the Social Security Act
as of November 1, 2005 (Washington D.C.: Centers for Medicare and Medicaid
Services, November 2005), http://www.cms.gov/Research-Statistics-Data-andSystems/Statistics-Trends-and-Reports/MedicareProgramRatesStats/downloads/
MedicareMedicaidSummaries2005.pdf I assume the same administrative savings
rate for other government health programs.
13. Since Canada established a single-payer system in 1971, real health care
costs have risen by 1.1 percentage points less per year than in the United
States. Over half of this difference can be explained by the greater inflation in
administrative costs in the United States. Karen Davis et al., Slowing the Growth
of U.S. Health Care Expenditures: What Are the Options, Commonwealth
Fund Commission on a High Performance Health System (Commonwealth
Fund, January 2007), http://www.commonwealthfund.org/usr_doc/Davis_
slowinggrowthUShltcareexpenditureswhatareoptions_989.pdf; Woolhandler S
Himmelstein DU, “Cost Control in a Parallel Universe: Medicare Spending in the
United States and Canada,” Archives of Internal Medicine (October 29, 2012): 1–2,
doi:10.1001/2013.jamainternmed.272; McKinsey Global Institute, “Accounting for
the Cost of Health Care in the United States.”
14. Originally proposed by the Yale economist and Nobel-laureate James Tobin,
the United States taxed financial transactions from 1914 till 1966. A financial
transactions tax has been endorsed by 11 Eurozone member states where it is
scheduled to go into effect in 2014. The National Nurses United is campaigning
for such a tax in the United States. Called the “Robin Hood Tax”, a proposal for a
financial transactions tax has been sponsored in Congress by Representative Keith
Ellison in HR 6411; see the discussion at http://robinhoodtax.org/latest/robinhood-tax-bill-introduced-congress; James Tobin, “A Proposal for International
Monetary Reform,” Eastern Economic Journal 4, no. 3–4, Eastern Economic
Journal (1978): 153–159; Dean Baker et al., The Potential Revenue from Financial
Transactions Taxes, Political Economy Research Institute Working Paper Series
(Amherst, MA.: Political Economy Research Institute, University of Massachusetts
at Amherst, December 2009).
15. Over the next decade, savings from excess revenue, reduced health-care
spending because of a slowing in the rate of health-care inflation, and interest
savings will produce total deficit reduction of almost $3 trillion.
16. Thomas Piketty and Emmanuel Saez, “Income Inequality in the United States,
1913-1998,” The Quarterly Journal of Economics 118, no. 1 (February 1, 2003):
1–39.
17. Internal Revenue Service, The 400 Individual Income Tax Returns Reporting
the Highest Adjusted Gross Incomes Each Year, 1992-2007, 2012, http://www.irs.
gov/pub/irs-soi/07intop400.pdf.
18. Himmelstein DU, “Cost Control in a Parallel Universe”; Gerald Friedman,
“Universal Health Care: Can We Afford Anything Less?,” Dollars and Sense, June
29, 2011, http://dollarsandsense.org/archives/2011/0711friedman.html.
19. Health care expenditures for the next decade have been calculated under
the assumption that HR 676 is implemented in 2014 and the rate of growth
of expenditures slows by 1.1% a year after that. The $1.8 trillion figure is the
difference between the annual growth in expenditures projected by the CMS for
2015-24 and the growth projected under these assumptions.
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Paying For National Health
Insurance—And Not Getting It
Taxes pay for a larger share of U.S. health care than most Americans
think they do.
by Steffie Woolhandler and David U. Himmelstein
ABSTRACT: The threat of steep tax hikes has torpedoed the debate over national health insurance. Yet according to our calculations, the current tax-financed share of health spending is far higher than most people think: 59.8 percent. This figure (which is about fifteen
percentage points higher than the official Centers for Medicare and Medicaid Services
[CMS] estimate) includes health care–related tax subsidies and public employees’ health
benefits, neither of which are classified as public expenditures in the CMS accounting
framework. U.S. tax-financed health spending is now the highest in the world. Indeed, our
tax-financed costs exceed total costs in every nation except Switzerland. But the sub rosa
character of much tax-financed health spending in the United States obscures its
regressivity. Public spending for care of the poor, elderly, and disabled is hotly debated and
intensely scrutinized. But tax subsidies that accrue mostly to the affluent and health benefits for middle-class government workers are mostly below the radar screen. National
health insurance would require smaller tax increases than most people imagine and would
make government’s role in financing care more visible and explicit.

I

n a p o l i t i c a l c u lt u r e characterized by “read my lips/over my dead body,”
the threat of huge tax increases silences the debate over national health insurance. Never mind that Canadians, Australians, and Western Europeans spend
about half what we do on health care, enjoy universal coverage, and are healthier.
Their taxes to finance health care are higher; or are they?
The Centers for Medicare and Medicaid Services (CMS) pegs the government’s
share of health spending in the United States at 45.3 percent ($548 billion in
1999).1 This figure reflects an accounting framework based on who wrote the last
check in the sequence from individual households to providers—a government
program or private payer.2 Thus, the CMS classifies health benefits for soldiers as
government health expenditures, since government actually writes the checks to
pay military hospitals and doctors. In contrast, health benefits for FBI agents are
The authors are both associate professors of medicine at Harvard Medical School and founders of Physicians for a
National Health Program, a nationwide group with more than 9,000 members. Steffie Woolhandler is a primary
care physician at Cambridge Hospital and codirects Harvard’s General Internal Medicine Fellowship Program.
David Himmelstein practices primary care internal medicine at Cambridge Hospital and is chief of its Division of
Social and Community Medicine.
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labeled as private health expenditures because a private insurer pays the claims.
The CMS’s approach abstracts from the fact that premiums collected by private
insurers may have originated either in the private sector or in government (for example, under the Federal Employees Health Benefits Program, or FEHBP). What
the CMS actuaries call “publicly financed” health care therefore will be less than
what would properly be called “tax-financed” health care.
To measure tax-financed health care, one should analyze the flow of funds as it
first emerges from the private sector (households/individuals or employers) (Exhibit 1). In this alternative accounting framework, taxes paid to the government,
which it then uses to pay for health care—whether directly (for example, through
Medicaid) or indirectly (for example, through the FEHBP)—would constitute
tax-financed care. Money that individuals or private employers pay directly to insurers or health care providers would be classified as “private”—with one important caveat: that many of these “private” payments are subsidized by taxes. For instance, if Jones earns $50,000 in salary plus $6,000 in employer-paid health
benefits, she pays no taxes on the $6,000 (and the employer deducts it as a business expense).3 In contrast, if Jones were to receive a $6,000 pay increase, she
would pay an additional $2,779 in taxes: $1,551 in federal income tax, $310 in state
income tax, and $918 in payroll taxes.
When government grants Jones a $2,779 tax preference, these funds must be
made up from elsewhere, if one makes the reasonable assumption that government
wishes to keep its budget in balance. Government could simply reduce its spend-
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ing on other programs by $2,779; for example, it could cut welfare payments or defense spending. In that case, the people who had hitherto received those government funds would be forced to sacrifice indirectly for Jones’s health insurance
policy. It seems reasonable to call this government-coerced redistribution of economic privilege a form of “tax financing” for part of Jones’s health care.
Alternatively, government might choose to ask all other taxpayers to pay
slightly more in taxes to cover the shortfall occasioned by granting Jones a $2,779
tax preference. Here, too, government coercion redistributes income from other
taxpayers to Jones, in this case explicitly through taxes. One would have no trouble calling this transfer “tax financing” of part of Jones’s health care.
In either case, 46.3 percent ($2,779/$6,000) of Jones’s health insurance premium
was effectively “tax-financed” through the power of government to make such redistributions. Indeed, the Office of Management and Budget (OMB) publishes its
estimate of the federal income tax subsidy to private health spending—under the
rubric “tax expenditure”—as part of the federal budget. But the CMS does not include this subsidy in its national health accounts.
Below, we calculate total tax-financed health spending, including these tax subsidies as well as government spending for public employees’ coverage. We reach a
surprising conclusion: Our allegedly private health care system is funded mainly by
taxes. Indeed, Americans pay the world’s highest taxes to finance health care.

Materials And Methods
We calculated U.S. public spending and tax subsidies for health care for selected years between 1965 and 1999 by totaling (1) direct government payments
for health-related activities (for example, Medicare, Medicaid, veterans’ and military health care, subsidies to public hospitals, and public health and research programs); (2) government payments for health benefits for public employees; and
(3) tax subsidies for the purchase of health insurance and health care. We refer to
the total of these three categories as “total tax-financed health expenditures.”
 Direct government payments. We used figures from the CMS Office of the Actuary, for direct government spending for health care programs, research, and so forth.4
 Public employees’ benefit costs. Estimating government spending on private insurance for public employees for the earlier years is straightforward; the CMS
(then HCFA) published tabulations of these figures for 1965–1995.5 However, comparable tabulations are not available for 1999.
To compute the 1999 figure, we combined data on federal workers with separate data on state and local government employees. We calculated federal health
benefits by multiplying FEHBP enrollment by the federal government’s average
premium contribution.6 We then added an estimate of state and local government
spending for employee health benefits from the Medical Expenditure Panel Survey (MEPS).7
 Tax subsidies. Calculating the value of tax subsidies is complex because the
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government offers several tax preferences to health spending. First, employer-paid
health insurance benefits are exempt from income and payroll taxes. In addition,
health costs paid with pretax dollars via “flexible spending accounts” are taxexempt. Finally, individual taxpayers can deduct health care costs that exceed 7.5
percent of their adjusted gross income.
Federal income tax subsidies. For years since 1975 we used the OMB’s estimates of
the federal income tax subsidy to health care.8 Unfortunately, there are no OMB
estimates prior to 1975. Hence, for our 1965 and 1970 estimates we adjusted the
1975 OMB figure downward to reflect health costs and tax rates in those years.9
Social Security (SS) payroll tax subsidies. We calculated the value of this subsidy by
multiplying total employer spending for health benefits by the SS tax rate for each
year (for example, 12.4 percent in 1999).10 Because income above a cap ($72,600 in
1999) is not subject to SS taxes, we assumed that high-income persons do not receive this subsidy and adjusted our estimates downward accordingly.11
Medicare Hospital Insurance (HI) payroll tax subsidies. We calculated the value of this
exemption by multiplying total employer spending for health benefits by the HI
payroll tax rate for each year (for example, 2.9 percent in 1999).12 For 1970–1990
we adjusted this figure downward to account for employees with earnings above
the HI tax cap, using the same methodology as for SS. There was no income cap on
HI taxes in 1995 or 1999.
State and local income tax subsidies. We calculated the value of this exemption by
multiplying the value of the federal income tax subsidy by the ratio of local and
state income tax receipts to federal income tax receipts.13
Adjustment to avoid double counting of payroll and income taxes. We made a small
downward adjustment—about 3.4 percent of total tax subsidies in 1999—to avoid
double counting of the income and payroll tax subsidies.14
Adjustment to avoid double counting of tax subsidies to government employees. The OMB
estimate of health-related tax subsidies includes tax subsidies to government employees. Because we already included the entire government contribution to its
employees’ health benefits as a tax-financed expenditure, we adjusted the OMB
estimate (and our calculation of state and local tax subsidies) downward by government employers’ share of total employer-paid health benefits.
We compared U.S. figures for health spending (per capita and as a share of
gross domestic product [GDP]) to data for other nations compiled by the Organization for Economic Cooperation and Development (OECD).15 Data for other nations were converted to U.S. dollars using GDP purchasing power parities (PPPs).
Where figures for 1999 were not yet available, we used 1998 data.

Study Results
Tax-financed health expenditures totaled $723.8 billion in 1999, $2,604 per capita, or 59.8 percent of total health spending (Exhibit 2). Between 1965 and 1999
direct government health spending, public employers’ benefit spending, and tax
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EXHIBIT 2
Tax-Financed Health Expenditures, Billions Of Dollars, Selected Years 1965–1999
1965

1970

1975

1980

1985

1990

1995

1999

$41.0

$73.1

$129.8

$245.8

$426.5

$695.6

$987.0

$1,210.7

Federal government
Medicare
Medicaid
Other health programs
Public employee health benefits
Tax subsidies

0.0
0.0
4.7
0.2
1.7

7.7
2.8
7.0
0.3
3.5

16.3
7.4
12.3
1.2
7.0

37.4
14.5
19.4
2.2
19.1

71.8
22.7
27.6
4.3
31.3

110.2
42.5
39.8
9.2
49.8

184.8
86.2
52.9
11.3
75.5

213.6
107.7
63.5
13.2
95.4

State/local government
Medicaid
Other health programs
Public employee health benefitsa
Tax subsidies

0.0
5.5
0.3
0.1

2.4
7.6
0.7
0.4

6.0
12.9
2.2
0.9

11.5
22.0
7.6
2.5

18.3
34.2
18.2
4.7

31.1
58.7
33.5
6.9

57.9
76.4
47.1
11.9

79.3
84.6
52.4
14.2

$136.2
$592
55.4%

$233.1
$963
54.6%

$383.4
$1,509
55.1%

$604.0
$2,254
61.2%

National health expenditures
(NHE)

Total tax-financed (billions)
Tax-financed ($ per capita)
Tax-financed as percent of NHE

$12.6
$63
30.7%

$32.4
$154
44.4%

$66.3
$301
51.0%

$723.8
$2,604
59.8%

SOURCE: Authors’ analysis.
a
1999 estimate is from a data source that results in lower estimates than data sources used for earlier years.

subsidies all rose more rapidly than did overall health care costs (Exhibit 3).
As a share of tax-financed health expenditures, tax subsidies and public employees’ benefit costs rose, despite the surge in direct federal spending after the
passage of Medicare and Medicaid. Conversely, the proportion accounted for by
direct spending (what the CMS labels “public-sector health expenditures”) fell.
In 1999 tax subsidies accounted for 15.1 percent of tax-financed health expenditures, public employee health benefits for 9.1 percent, and direct government
health spending for 75.8 percent.
In 1965 U.S. tax-financed health expenditures per capita were well below the
total spending levels in most other developed nations (Exhibit 4) and similar to
government spending in other wealthy nations. By 1999 tax-financed health expenditures per capita in the United States exceeded total health spending per ca-

EXHIBIT 3
Tax-Financed Expenditures As A Percentage Of Total Health Expenditures, Selected
Years 1965–1999

Federal direct spending
State/local direct spending
Public employee benefits
Tax subsidies

1965

1970

1975

1980

1985

1990

1995

1999

11.4%
13.5

24.0%
13.7

27.8%
14.6

29.0%
13.6

28.6%
12.3

27.7%
12.9

32.8%
13.6

31.8%
13.5

1.2
4.6

1.4
5.3

2.6
6.1

4.0
8.8

5.3
8.4

6.1
8.2

5.9
8.9

5.4
9.1

SOURCE: Authors’ analysis.
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pita in every other nation except Switzerland (Exhibit 5) and dwarfed government spending in any other nation.
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Comment
Most Americans have private health insurance. Citizens of most other wealthy
nations have national health insurance. Hence the perception that those nations’
health care systems are public while ours is private. But these labels obscure the
predominance of private medical practice and hospitals in Canada and most European countries and the dominance of tax-financed health care in the United
States. As shown in Exhibit 5, Americans now pay higher taxes per capita for financing health care than do any other nation’s citizens.
The huge role of the government in financing American health care is obscured
by the fact that nearly one-third of these tax dollars meander through private insurers on their way to the patient’s bedside. What originates as taxes paid by private households ends up as recycled “private” spending in the CMS accounts. Insurance firms not only siphon off overhead and profits in the process, they also
inflict huge paperwork burdens and costs on providers. We have detailed these
costs in the past. For 1999 we estimate that health administration spending was
more than $309 billion.16 At least half of this could have been saved through a shift
to national health insurance.17 Disinterested civil servants, and even skeptics,
agree that U.S. health care costs need not rise under national health insurance because administrative savings would roughly offset the increased costs of care for
today’s uninsured and underinsured persons.18
While national health insurance wouldn’t cost Americans more, it would mean
that taxes would pay a bigger share of health care costs and that private insurance
and patients would pay a smaller share. Yet government now spends far more on
health care—and national health insurance would require a smaller tax increase—than most Americans believe. The step from our current level of tax financing—59.8 percent—to Canada or Australia’s 70 percent is less steep than the
CMS figures on public spending imply. About $130 billion per year—the amount
of the recent tax cuts—would get us from here to there.
 Regressivity of tax subsidies. The sub rosa character of much tax-financed
health spending in the United States veils the regressive pattern of government
funding. Highly visible Medicaid spending benefits the poor; obscure but burgeoning tax subsidies benefit the affluent who are most likely to have employer-paid coverage and whose higher marginal tax rates translate into greater tax savings.19 For
instance, in 1998 federal tax subsidies alone averaged $2,357 for families with incomes above $100,000 but only $71 for families with incomes below $15,000.20
 Impact on households. The complexity of U.S. health care financing also
masks its impact on household budgets. In 1999 a family of four with the mean per
person expenditures spent $17,432 (4  $4,358) on health care: $7,016 for premiums
(including the private employer–paid portion, net of tax subsidies) and out-ofpocket costs; and $10,416 in health care–related taxes. Of their taxes, $1,578 funded
health-related tax subsidies; $943 paid for health benefits for public employees; and
$7,895 paid for Medicare, Medicaid, and so forth. Even many uninsured Americans
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“Were national health insurance to replace private coverage,
employees or employers (or both) would gain taxable income.”
pay thousands of dollars in taxes for the health care of others.
 Growth of tax-financed share. The tax-financed share of overall health care
spending nearly doubled between 1965 and 1999, jumping after the introduction of
Medicare and Medicaid in 1966. Ironically, the ascendancy of market-based health
policies in the early 1990s coincided with a second bump in the tax-financed share of
health spending. The exuberant growth of for-profit medicine was nourished by
generous dollops of tax dollars. The small dip in the tax-financed share in 1999
probably reflects both the booming private economy and an artifact (a discontinuity
in the data sources for public employee benefits costs).
 Government versus private employer purchasing role. The federal government is now the largest purchaser of private coverage in the United States, followed
by the State of California.21 Although only 19.4 percent of all civilian workers were
public employees in 1999, local, state, and federal governments accounted for 22.5
percent of civilian employer health spending (up from 9.4 percent in 1965).22 While
64 percent of Americans have employment-based coverage, many of these are public
employees, receive their principal coverage from Medicare or Medicaid, or purchase
coverage through an employer but pay the whole premium themselves; privatesector employers contribute to the principal coverage of only 43.1 percent of Americans.23 But even this figure greatly overstates private employers’ role in funding care;
they rarely pay the entire premium, and their contribution is tax-subsidized. Moreover, government picks up the tab for many of the costliest patients—the elderly and
disabled. Private employers’ share of health spending in 1999 was at most 19.2 percent, under the extreme assumption that none of the tax subsidies accrue to employers.24 If one assumes the opposite extreme—that all of the tax subsidy for
employer-paid coverage accrues to employers—their contribution falls to only 11.0
percent of health spending. Even the higher figure hardly justifies private employers’
enormous influence on health policy.
 Comparison with other estimates. Our estimates of tax subsidies in 1999
and 1985 are similar to previous estimates based on different methods.25 We may
slightly overstate the SS tax subsidy if higher-income employees receive costlier
health benefits than do covered employees with incomes below the SS income cap.
Conversely, our estimate may understate state/local income tax subsidies if locales
with high income tax rates have higher-than-average employer contributions for
coverage. We excluded tax subsidies to not-for-profit hospitals ($6.3 billion in
1995), other health care providers, and pharmaceutical firms, as well as reduced payroll tax revenues due to the flexible spending account exemption.26 Hence, our estimate is probably conservative.
However, the value of current tax subsidies provides only a rough estimate of
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the increased tax collections that would accrue if the tax subsidies were abolished. Were national health insurance to replace private coverage, employees or
employers (or both) would gain taxable income, but many would find means to
shelter part of this new income from taxes. A variety of other ripple effects would
occur. Some insurance employees would lose jobs and income; employers’ costs to
administer coverage would fall; and employees who have been reluctant to change
jobs or retire for fear of losing coverage would face fewer constraints.
 International comparisons. For international comparisons we used 1998 data
for nations whose 1999 figures were not yet available. Because health care inflation
has been modest in these nations, increased spending between 1998 and 1999 could
not greatly affect our findings. The OECD figures for health spending in other nations do not adjust for tax subsidies for private health care spending or for government purchases of supplemental private health insurance for public employees. No
comprehensive data are available to quantify these items. However, such uncounted
government health spending must be small, since total private insurance expenditures are low.27 In any case, tax-financed health spending in the United States exceeds the total health budget—public plus private—of virtually every other nation.
Our health care financing system is usually portrayed as largely private. “Public
money, private control” is a more apt description.
This research was supported in part by grants from the Open Society Institute of the Soros Foundation and the
Robert Wood Johnson Foundation. The authors thank Uwe Reinhardt and several anonymous reviewers for their
useful comments on earlier drafts of this manuscript.
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nhe99.csv (12 November 2001).
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spending, even funds that now flow through private HMOs, presumably for historical reasons.
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They appear to yield a lower estimate of state and local government spending for employee benefits than
the CMS tabulations that we used for 1965–1995. Although the size of this discrepancy in public benefit
costs is unknown, the MEPS estimate of total personal health spending is at least 6.7 percent lower than
the National Health Accounts. See T. Selden et al., “Reconciling Medical Expenditure Estimates from the
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MEPS and the NHA, 1996,” Health Care Financing Review 23, no. 1 (2001): 161–178. Hence, our estimate of government employees’ health benefits for 1999 is probably low.
Office of Management and Budget, Special Analyses: Budget of the United States Government—Fiscal Years 1976,
1978, 1980, 1982, 1985, 1987, 1989 (Washington: U.S. Government Printing Office, various years); OMB, Budget of
the United States Government, Fiscal Year 1992 (Washington: U.S. GPO, 1991); and OMB, Analytic Perspectives:
Budget of the United States Government, Fiscal Years 1996, 1997, 1998, 1999, 2000 (Washington: U.S. GPO, various
years).
Specifically, we first calculated the 1975 income tax subsidy for employer-paid coverage as a percentage of
employer-paid health benefits (14.46 percent) and the income tax subsidy for individuals’ deductions for
out-of-pocket health spending as a percentage of total out-of-pocket health spending (6.23 percent). For
our 1970 estimate, we multiplied these percentages by 1970 figures for employer-paid health benefits and
out-of-pocket health spending, respectively. See Cowan et al., “Business, Households, and Government:
Health Spending, 1994.” We then adjusted these dollar figures for the small change in effective income tax
rate (total income taxes collected/total adjusted gross income) between 1970 and 1975. We generated the
1965 estimate in a similar manner.
Social Security Administration, “Tax Rate Table,” www.ssa.gov/OACT/COLA/taxRates.html (10 April
2002).
Because high-income individuals are already paying the maximum SS payroll tax, they would pay no additional SS tax if they received income in lieu of tax-exempt health benefits. We analyzed the Annual Demographic Survey (March supplement) of the Current Population Survey (CPS), www.bls.census.
gov/cps/ads/adsmain.htm (27 August 2001), to calculate the proportion of persons with employer-paid
health insurance whose incomes exceeded that year’s SS income cap. We adjusted the estimated tax subsidy downward by this proportion. For instance, in 1999, 90.6 percent of persons with employer-paid
health coverage had incomes below $72,600. Hence, the SS tax subsidy for 1999 is as follows: (Employer
health benefit spending)  12.4%  90.6%. Because the CPS did not ask about employer-paid health coverage in 1975 and 1970, we based our downward adjustment for these years on the proportion of all workers
with incomes above the SS cap. Because no CPS data of any kind are available for 1965, we based our adjustment for that year on the proportion of persons exceeding the SS income cap in 1970.
SSA, “Tax Rate Table.”
U.S. Bureau of the Census, Statistical Abstract of the United States (Washington: Bureau of the Census, various
years).
The employer-paid portions of SS and HI payroll taxes are exempt from income taxes. If health benefits
were subject to taxes, the employer-paid portion of payroll taxes would rise slightly. To compensate for
these increased payroll costs, employers would probably trim wages (L.J. Blumberg, “Who Pays for Employer-Sponsored Health Insurance?” Health Affairs [Nov/Dec 1999]: 58–61), lowering employees’ incomes
and hence their income tax liability. In Jones’s case, she would receive not the full $6,000 as taxable income, but $5,541 ($459 having gone to cover the employer’s share of additional payroll taxes).
To calculate the correction needed to avoid double counting, we divided the income tax subsidy for
employer-paid insurance by total employer-paid health benefits, to estimate the effective tax subsidy rate.
We then multiplied this rate by the value of the employer-paid share (one-half) of the SS and HI payroll
tax subsidies.
Organization for Economic Cooperation and Development, OECD Health Data 2001 (Paris: OECD, 2001).
We totaled administrative costs of health insurers, hospitals, physicians’ offices, nursing homes, and other
health care settings. For insurance overhead, see S. Heffler et al., “Health Spending Growth Up in 1999;
Faster Growth Expected in the Future,” Health Affairs (Mar/Apr 2001): 193–203. For hospital administration, we analyzed FY 1999 Hospital Cost Reports. For details on methods, see S. Woolhandler, D.U.
Himmelstein, and J.P. Lewontin, “Administrative Costs in U.S. Hospitals,” New England Journal of Medicine
329, no. 6 (1993): 400–403.
We estimated physicians’ billing and administrative costs by summing (1) the value of physicians’ time devoted to billing and administration (see D.K. Remler, B.M. Gray, and J.P. Newhouse. “Does Managed Care
Mean More Hassles for Physicians?” Inquiry 37, no. 3 [2000]: 304–316); (2) the full payroll costs of office
clerical staff, and an allocated share of payroll for other office personnel (see J.D. Wassenaar and S.L.
Thran, eds., Physician Socioeconomic Statistics, 2000–2002 Edition [Chicago: American Medical Association,
2001]); and (3) an allocated share of the cost of office space and other professional expenses such as legal
fees, accounting, and so forth, but excluding medical equipment and supplies (ibid.).
We estimated nursing home administration costs based on analysis of California data, www.oshpd.
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cahwnet.gov/hid/infores/ltc/finance/archive/downloads/ltcf1299.exe (1 October 2001). Finally, using the
2000 CPS we calculated the total wage bill for administrative staff employed in health care settings other
than hospitals, nursing homes, and practitioners’ offices. Because our estimate excludes benefit or office
space costs for these personnel, it understates actual administrative costs.
S. Woolhandler and D.U. Himmelstein. “The Deteriorating Administrative Efficiency of U.S. Health Care,”
New England Journal of Medicine 324, no. 18 (1991): 1253–1258.
U.S. General Accounting Office, Canadian Health Insurance: Lessons for the United States, Pub. no.
GAO/HRD-91-90 (Washington: U.S. GPO, 1991); Congressional Budget Office, Universal Health Insurance
Coverage Using Medicare’s Payment Rates (Washington: U.S. GPO, 1991); and J.F. Sheils and R.A. Haught, Analysis of the Costs and Impact of Universal Health Care Coverage under a Single Payer Model for the State of Vermont (Falls
Church, Va.: Lewin Group, August 2001).
For data on the regressivity of tax subsidies, see A.C. Enthoven, “Health Tax Policy Mismatch,” Health Affairs (Winter 1985): 5–14; W.P. Brandon, “Health-Related Tax Subsidies: Government Handouts for the
Affluent,” New England Journal of Medicine 307, no. 15 (1982): 947–950; and J. Sheils and P. Hogan, “Cost of
Tax-Exempt Health Benefits in 1998,” Health Affairs (Mar/Apr 1999): 176–181. For the relationship between
income and probability of employer-sponsored coverage, see J. Budetti et al., Risks for Midlife Americans:
Getting Sick, Becoming Disabled, or Losing a Job and Health Coverage (New York: Commonwealth Fund, 2000).
Sheils and Hogan, “Cost of Tax-Exempt Health Benefits in 1998.”
R. Pear, “H.M.O.’s Plan to Drop Medicare, Calling Fees Too Low,” New York Times, 22 September 2001.
Data on government employment and total employment are from our analysis of the 2000 CPS. Our CPS
analysis also shows that in 1999, 69.0 percent of public-sector employees had coverage paid for, at least in
part, by their employer, versus 51.6 percent of private-sector workers.
O. Carrasquillo et al., “A Reappraisal of Private Employers’ Role in Providing Health Insurance,” New England Journal of Medicine 340, no. 2 (1999): 109–114.
The 19.2 percent figure is the total employer share of health spending minus the government employer
share.
See Sheils and Hogan, “Cost of Tax-Exempt Health Benefits in 1998”; Enthoven, “Health Tax Policy Mismatch”; and D.M. Fox and P. Fronstin, “Public Spending for Health Care Approaches 60 Percent” (Letter),
Health Affairs (Mar/Apr 2000): 271–273.
Our 1999 tax subsidy estimate is almost identical to that of Sheils and Hogan, save for our exclusion of the
tax subsidy for employer-paid coverage for government workers. We excluded this tax subsidy to avoid
double counting because we credit the entire value of public employees’ employer-paid coverage to government. Adding in the tax subsidy would, arguably, mean crediting government with a tax subsidy to itself. Our approach to estimating the tax-financed share of health spending differs from that of Fox and
Fronstin. Their numerator (tax-financed spending) resembles ours, but they use a higher figure for total
health spending (the denominator); they added tax subsidies to total spending rather than subtracting
them from the privately financed share. As a result, their method yields a higher estimate of total health
spending than do the National Health Accounts.
For tax subsidies to not-for-profit hospitals, see E.M. Silverman, J.S. Skinner, and E.S. Fisher, “When
Money Is the Mission,” New England Journal of Medicine 31, no. 23 (1999): 1769.
OECD, OECD Health Data 2001.
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Part 3
Single-payer national health insurance is the solution
Talking point 5:
Single payer ensures access to high-quality health care.
See: Schiff, G.D., Bindman, A.B., & Brennan, T.A. (1994). “A Better Quality Alternative: Single-Payer National Health
System Reform.” J Am Med Assoc, 272, 803-808.
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Part 3
Single-payer national health insurance is the solution
Talking point 6:
Every other industrialized, capitalist country has some form of nonprofit national health care.
See: “International Health Systems: An Overview.” Physicians for a National Health Program.

See: Reid, T.R. (2008). “PBS Frontline Interview with T.R. Reid, Fall 2008.” Physicians for a National Health Program.
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International Health Systems: An Overview
Health care systems in the Organization for Economic Cooperation and Development (OECD) countries primarily
reflect three types of programs:
1. In a single-payer national health insurance system, as demonstrated by Canada, Denmark, Norway, Australia,
Taiwan and Sweden, health insurance is publicly administered and most physicians are in private practice. U.S.
Medicare would be a single payer insurance system if it applied to everyone in the U.S.

2. Great Britain and Spain are among the OECD countries with national health services, in which salaried physicians
predominate and hospitals are publicly owned and operated. The Department of Veteran’s Affairs would be a U.S.
single payer national health service system if it applied to everyone in the U.S.
3. Highly regulated, universal, multi-payer health insurance systems are illustrated by countries like Germany and
France, which have universal health insurance via non-profit “sickness funds” or “social insurance funds”. They also
have a market for supplementary private insurance, or “gap” coverage, but this accounts for less than 5 percent of
health expenditures in most nations.

Sickness or social insurance funds do not operate like insurance companies in the U.S.; they don’t market, cherry
pick, set premiums or rates paid to providers, determine benefits, earn profits or have investors, etc. In most
countries, sickness funds pay physicians and hospitals uniform rates that are negotiated annually (also known as an
“all-payer” system). Princeton economist Uwe Reinhardt calls Switzerland’s “sickness funds” quasi-governmental
agencies**
There is no model similar to sickness funds *** operating in the U.S., although they are often confused with the
Federal Employee Health Benefit Program (FEHBP), which is simply a group of for-profit private insurance plans
with varying benefits, rules, regulations, providers, etc. The 1993 Clinton health plan was an attempt to regulate
private insurance companies in the U.S. to behave more like sickness funds, but the insurance industry defeated it.

Bottom line: The most important point for single payer advocates is that every country with universal coverage has
a non-profit insurance system. No country uses for-profit, investor-owned insurance companies such as we have in
the U.S. (although they do have a small role in selling “gap” coverage).
Notes:

* The three basic models are general outlines, and there are many examples of “mixed models” (e.g. although Sweden has national health
insurance, the hospitals are owned by county government, a feature more common to countries with a national health service).

** Many countries are tinkering with how sickness funds operate (e.g. Germany). The most extreme change is in the Netherlands, which since
2006 has allowed the non-profit regional sickness funds to become for-profit insurance companies, and new insurance companies to form, in
the hope that “competition” would control costs. After just one year of experience, the country has experienced 1) a wave of anti-competitive
mergers of the insurers 2) emergence of health plans that “cherry pick” the young and healthy and 3) loss of universal coverage and the
emergence of 250,000 residents who are uninsured and 4) another 250,000 residents who are behind on their insurance payments. All of the
positive data from the Netherlands (on costs, infant mortality, quality, etc) is based on the system pre-2006 (personal communication, Hans
Maarse).
*** In the film “Sick around the World” five nation’s health systems are shown. The U.K. is an example of a single payer national health
service. Taiwan is an example of a single payer national health insurance. Germany, Japan, and Switzerland use multiple “sickness funds” that
are non-profit and pay uniform rates to providers (“all-payer”)
The OECD regularly publishes a CD-ROM with 10+ years of comparative data for those interested in pursuing further research. It is available
on the OECD website at www.oecd.org
Comparative studies of several nations’ systems by Gerard Anderson at John Hopkins are on the Commonwealth Fund web site, www.
commonwealthfund.org
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PBS Frontline Interview with T.R. Reid, Fall 2008
T.R. Reid is a veteran foreign correspondent for The Washington Post, a commentator for National Public Radio and
the author of nine books, including three in Japanese. He is currently working on his 10th book, titled We’re Number
37!, in which he compares America’s health care system to others around the world. It is scheduled to be published by
Penguin Press in early 2009.
How did you choose the five countries featured in this report?
Two of our choices, Britain and Japan, were pretty obvious. I had lived in both countries, I had doctors there and
knew the systems. I could speak the language, sort of, in both places.

Beyond that, we were looking for examples of each of the established models of health care systems. The U.K. uses
the Beveridge model; Taiwan has chosen the Canadian-style National Health Insurance [NHI] model; Germany,
Japan and Switzerland use the Bismarck model. We went to three Bismarck countries on the theory that these
private-sector systems are more relevant to America than a British-style National Health Service.

I got interested in Taiwan because Taiwan’s Health Ministry did what our film does; it traveled the world studying
health care systems. In the end, Taiwan chose the Canadian model. We went to Switzerland because it is a
ferociously free-market economy with politically powerful insurance and drug companies. But still, the Swiss
managed to revamp their system, making it cheaper and fairer. We thought that might inspire Americans to believe
that change is possible here, too.
You and your family lived in London and Tokyo; what was your experience with the health care systems
there?

Our American family used the health care systems in Japan and Britain with considerable satisfaction. Fortunately,
we never had a heart attack or cancer, but for the normal family medical problems -- flu, measles, broken bones,
earache, etc. -- we got excellent care, with little or no waiting. During a trip to South Asia, I contracted a mysterious
tropical disease that left me sick as a dog. When I got back to London, our family doctor diagnosed the problem
precisely and found a fast cure.
In Japan, the prices were low; in Britain, there was no price at all. There was no bill! I loved that part of British
health care.

In Japan my local government, Shibuya-ku -- it’s a part of Tokyo -- sent me a card every year on my birthday, urging
me to get a comprehensive physical. I could go to any doctor or hospital in Shibuya, and the whole thing was free.
When I did it, they checked everything -- and I mean everything -- that a man my age might have to worry about.
This was a terrific example of preventive medicine.
In your upcoming book about health care you write about the five countries in this FRONTLINE report, as
well as a few others. What are some of the good ideas America could learn from other countries?
As we say in the film, the World Health Organization studied every health care system on earth and rated the
world’s richest country 37th in terms of quality and fairness. The top ranking in that survey went to France, so I
went there to see what they are doing right.

The French private insurance system covers all 61 million residents of France, with excellent health results. There’s
no “in-network” or “pre-authorization”; you can pick any doctor or hospital in France, and insurance has to pay
the bill. Doctors are required to post their prices on the wall of the waiting room, so the mystery of American-style
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medical billing is removed.

Everyone in France has a green plastic card, the carte d’assurance maladie. That card has completely replaced paper
billing and medical records. The result: administrative costs of 3 percent, compared to 25 percent in the U.S.
While France has achieved 100 percent digital record keeping, the U.S. is years behind on this technology. President
Bush has made it a national goal to have 50 percent of American health records in digital form by the year 2014.
Who would have thought that France would clean our clock when it comes to high-tech innovation?

The Austrians, who seem to do everything with a clockwork precision, have a precise, modern health care system
that is a model of careful organization and cost control. But I think Austria may be too small and not diverse enough
to be a model for the U.S.
Canada’s system is also pretty good. It has some notorious problems, including waiting lists, but I was impressed by
Canada’s relentlessly egalitarian approach to health care.
Yes, Canada is one country in particular that many Americans think about when they think of health care.
Can you talk a bit about their system: how it’s paid for, what works well, what needs fixing, and what we
Americans get right and wrong when we talk about it.

Canada uses a National Health Insurance model; that means private providers but public financing. Everybody pays
a premium to a single health insurer, run by the government. The Canadians call their system “Medicare,” and in fact
our system of Medicare for the elderly is a good example of the Canadian-style National Health Insurance model.
Canada’s system started in a single province, Saskatchewan. The other provinces saw that it was working, and
people demanded that it be expanded to the whole country. This suggests that if one American state set up a sort of
Medicare-for-all system and it worked, then other states might demand the same kind of plan, and eventually we’d
get a national system.
As we said in the film, the Taiwanese hired a professor at Harvard to study health care systems around the world
and choose a model for Taiwan. In the end, they picked the Canadian model, on the grounds that it is cheaper and
fairer than the for-profit insurance system used in the U.S.

Canada is fairly stingy in paying for health care; it spends about half of what we do, on a per capita basis. This leads
to scrimping. That’s why Canadians often have to wait to see a specialist or have elective surgery. Some Canadians
respond by crossing the border to buy treatment in the U.S. But most Canadians accept the delays, because they are
roughly equal for everybody. A scholar there put it this way: “Canadians don’t mind waiting lines, as long as the rich
Canadian and the poor Canadian have to wait about the same amount of time.”

There was another recent documentary about health care around the world: Michael Moore’s Sicko. Did you
have that film in mind when you set out to make this report?
I thought Michael Moore did a good job in describing the shortcomings of the U.S. system. He didn’t pay much
attention to our strengths: the best medical education in the world, the most innovative research, the best equipped
hospitals. He is an advocate and had a point to make.
But Sicko was disappointing when Moore went overseas. He seemed to feel that all foreign health care systems are
the same, that they are all “socialized” and that they all work great for low cost. I’d say that’s simplistic and wrong.
We set out to take a more careful look at the different models in different countries. We saw their problems as well
as their successes.

All five of these countries have achieved universal coverage for their citizens, but all five are grappling
with rising costs as well. Is this simply a worldwide problem, or is there a fundamental difference between
America’s rising health care costs and those in other countries? Which countries may be better able to keep
a lid on them, and why?
Health care costs are rising everywhere, largely because health care is getting better. Doctors routinely save lives
now that would have been lost a decade ago. A lot of this is due to new technology, and new technologies cost
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money. We shouldn’t complain about this. It’s hard to imagine anything more worth our money than good health
and longer, happier lives. But this is the reason all the countries we visited are struggling with rising costs for
health care.

In countries where there is a single health care system -- and thus a single pool of money to pay for it -- it is
somewhat easier to control costs. Britain’s NHS often decides, for example, that it won’t pay for kidney dialysis for
a 90-year-old. That means somebody’s grandmother will die, but at least Grandma and her relatives know that the
money saved is going to be used to help some sick baby or some accident victim.

Limits like that are harder to impose in the U.S. because the money saved here doesn’t necessarily help another
sick person. If Aetna or United Health declines to pay for somebody’s dialysis, the money saved is likely used for
dividends to the stockholders or bonuses for the executives. That’s a little harder to swallow for the relatives of the
sick patient.
It was interesting to learn in the report that some of Switzerland’s drug companies make one-third of their
profits in the U.S. market. Are we subsidizing these other nations’ prescription drugs, and what would
happen if America clamps down on prices?
Yes, we subsidize the whole world. Americans pay more for pills than people in any other country. Sometimes, the
same tablet made in the same factory costs $1 in the U.S. and 20 cents in Britain. If we could negotiate lower prices
in the U.S., the drug companies would then try to raise prices overseas to make up for the lost revenues.
The pharmaceutical industry spends billions on research. Drug companies say they would have to reduce R&D
if Americans paid less for their drugs, but the companies spend more on marketing than they do on research. In
Switzerland, when the government started negotiating lower prices for drugs, the companies cut their marketing
budgets and maintained the level of R&D.

For the first time since 1992, health care is, according to a Kaiser Foundation poll, a top-three concern for
voters, after the economy and Iraq. Do you think that reform is going to happen this time?
Yes. I am confident that we’re going to do it. I think Americans are ready for fundamental change, for two reasons.

First, our system is so expensive and inefficient that we can’t afford it anymore. It’s a big competitive disadvantage
for U.S. industry. Second, Americans are too decent and too generous to accept a system that leaves tens of
millions of our fellow citizens without access to health care. [According to the Institute of Medicine,] about 18,000
Americans die each year because they can’t get the medical treatment that would save their lives. That’s morally
unacceptable.
So I think both the fiscal and the moral imperative will drive us to major change in 2009.

You note at the end of the report that none of the 2008 presidential candidates’ plans really encompass the
ideas you found abroad. Do you think there’s a distinctly American approach that can solve the problems in
our system?
To me, the candidates all seem to be tinkering at the margins of a system that needs fundamental change.

What we’ve learned overseas is that successful national systems have settled on one model -- be it Beveridge,
Bismarck or NHI -- for everybody. This is fairer, cheaper and far more efficient than our badly fragmented crazyquilt system.

I don’t think the systems we see in our film are un-American. The British system -- the Beveridge model -- is the
same system used by the U.S. Veterans Administration. If this is un-American, why do we use it for America’s
military heroes? And the Canadian system -- the National Health Insurance model -- is the model for Medicare. If it
were un-American, would we use it for 36 million elderly Americans?
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This is not the first project you’ve done that looked at how other nations address social issues differently -and often with better results -- than the United States. Has this approach drawn criticism that you’re being
too hard on America?
Anybody who dares say that other countries do anything better than America is liable to be called unpatriotic.

I wrote a book, Confucius Lives Next Door, pointing out that East Asian countries in the Confucian cultural sphere
have much lower crime rates than the U.S., more stable families, almost no single mothers. And when I went on talk
radio to promote this book, the hosts would say, “You hate America,” or, “Well, if Asia is so much better, why don’t
you just move there?”
In fact, facing up to your country’s problems and trying to fix them is a sign of love for your country. The person
who really cares about his college, his company or his country is the person who recognizes its shortcomings and
tries to improve things. And one excellent way to do that is to study how other colleges, companies and countries
have dealt with the same problem.

There are many cherished elements of American life that we copied from other countries: the Interstate Highway
System (Germany), text messages (Finland), sushi (Japan), and American Idol (Britain). So it can’t be unpatriotic to
suggest that we could cure our ailing health care system by borrowing ideas from overseas.
This report is about health care, but it’s also a travelogue of sorts. What was the most memorable moment
from your travels in making this report?

I heard Big Ben toll the hours; I rode the bullet train past Mount Fuji; I ate leberwurst mit sauerkraut in Berlin; I
flew a fighting kite on a beach in Taiwan; I strolled the breezy shore of Lac Léman with the president of Switzerland.
All in all, a lovely trip.
For me, the best moment came at a new hospital in the fishing village of Jinshan, on the east coast of Taiwan. We
went there with Professor Bill Hsiao of Harvard, the guy who designed Taiwan’s new health care system. In the
hospital lobby, we met a woman, Mrs. Lee. She told me that her mother got breast cancer in the 1980s, when
Taiwan had no [national] health care system and Jinshan had no hospital. Her mother died. In the late 1990s, the
daughter, Mrs. Lee, also got breast cancer. By then, Jinshan had the new hospital and a health care system that gave
Mrs. Lee treatment. She is now completely recovered.
I pointed out Professor Hsiao. I said, “Right over there is the guy who set up the health care system that treated
your cancer.” So Mrs. Lee walked shyly over to Bill Hsiao; she gave him just a tiny, almost imperceptible bow. I
thought it was a moving way for someone to say, “Thank you for saving my life.”
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Part 3
Single-payer national health insurance is the solution
Talking point 7:
Physicians and the public support single payer.
A majority of physicians (59 percent), and an even high proportion of Americans (twothirds), support national health insurance or “Medicare for all.”

See: Carroll, A.E. & Ackerman, R.T. (2008). “Support for National Health Insurance among U.S. Physicians: 5 Years
Later.” Ann Intern Med, 148, 566.
See: “PNHP Backgrounder: Recent Public Polls on Single Payer.” Physicians for a National Health Program.

See: Sullivan, K. (2009). “Two-thirds of Americans support Medicare for all.” Physicians for a National Health
Program.
See: “Endorsers of Single-Payer National Health Insurance.” Physicians for a National Health Program.
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Results: Of 5000 mailed surveys, 509 were returned as undeliverable and 197 were returned by physicians who were no longer
practicing. We received 2193 surveys from the 4294 eligible participants, for a response rate of 51%. Respondents did not differ signiﬁcantly from nonrespondents in sex, age, doctoral degree type, or
specialty. A total of 59% supported legislation to establish national
health insurance (28% “strongly” and 31% “generally” supported),
9% were neutral on the topic, and 32% opposed it (17% “strongly”
and 15% “generally” opposed). A total of 55% supported achieving
universal coverage through more incremental reform (14%
“strongly” and 41% “generally” supported), 21% were neutral on the
topic, and 25% opposed incremental reform (14% “strongly” and
10% “generally” opposed). A total of 14% of physicians were opposed to national health insurance but supported more incremental
reforms. More than one half of the respondents from every medical
specialty supported national health insurance legislation, with the
exception of respondents in surgical subspecialties, anesthesiologists,
and radiologists. Current overall support (59%) increased by 10 percentage points since 2002 (49%). Support increased in every subspecialty since 2002, with the exception of pediatric subspecialists, who
were highly supportive in both surveys (Figure).
Conclusion: Most physicians in the United States support government legislation to establish national health insurance. Support is
high among physicians in all but some of the procedural specialties.

CLINICAL OBSERVATIONS
Support for National Health Insurance among
U.S. Physicians: 5 Years Later
Background: The increasing costs of health care and health insurance have concerned Americans for some time (1). The number
of uninsured Americans increased by 2.2 million to 47 million in the
most recent census. This is the largest increase reported by the U.S.
Census Bureau since 1992 (2). In a 2002 survey of physicians, we
reported that 49% supported government legislation to establish national health insurance (3).
Objective: To determine whether physician opinion has changed
in the 5 years since the 2002 survey and assess physicians’ support for
government legislation to establish national health insurance and
their support for achieving universal coverage through more incremental reform.
Methods: We randomly sampled 5000 physicians from the
American Medical Association Masterﬁle. We sent each physician a
survey asking 2 questions: 1) In principle, do you support or oppose
government legislation to establish national health insurance? and 2)
do you support achieving universal coverage through more incremental reform? Question 1 was identical to the one we used in our
2002 study (3). Respondents answered using a 5-point Likert scale.
We also gathered data on physician membership organizations and
demographic, personal, and practice characteristics.

Aaron E. Carroll, MD, MS
Ronald T. Ackerman, MD, MPH
Indiana University School of Medicine
Indianapolis, IN 46202
Potential Financial Conflicts of Interest: None disclosed.

Figure. Support for government legislation to establish National Health Insurance in 2007 and 2002, by specialty.
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PNHP Backgrounder: Recent Public Polls on Single Payer
AP/Yahoo (December 14-20, 2007)
1,821 adults
Which comes closest to your view?
34% - The United States should continue the current health insurance system in which most people get
their health insurance from private employers, but some people have no insurance
65% - The United States should adopt a universal health insurance program in which everyone is
covered under a program like Medicare that is run by the government and financed by taxpayers
2% - Refused / Not Answered

CNN / Opinion Research (May 4-6, 2007)
1,028 American Adults
“Do you think the government should provide a national health insurance program for all
Americans, even if this would require higher taxes?”

No

Yes, Provide
Nat’l Health
Insurance

35%

64 %
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New York Times / CBS News (March 1, 2007)
1,281 American Adults
“Do you think the federal government should guarantee health insurance for all Americans, or
isn’t this the responsibility of the federal government?”

Not
Responsible

35%

Gov’t Should
Guarantee Health
Insurance

64 %

Harvard School of Public Health/Harris Interactive (February 14, 2008)
2,038 Adults
“So far as you understand the phrase, do you think that if we had socialized medicine in
this country that the health care system would be better or worse than what we have now?”
45% - “Better”
39% - “Worse”
(Historically, the phrase “socialized medicine” has been used to attack health reform proposals in
the U.S.)
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Two-thirds of Americans support Medicare for all
By Kip Sullivan, J.D.

Part 1: Introduction
"Americans are scared to death of single payer."
These words were not uttered by some foaming-at-the
mouth wingnut. They were written by Bernie Horn, a senior
fellow at the Campaign for America's Future, a member of
Health Care for America Now, on June 8, 2009. Horn
explained that he was moved to write this tripe because single-payer supporters were asking why Democrats had taken
single payer off the table to make room for the "public
option":
The question most frequently asked by progressive
activists at last week's America's Future Now conference was this: We hear Obama and congressional
Democrats talking about a public health insurance
option, but why aren't they talking about a single-payer
system like HR 676 sponsored by Rep. John Conyers?
Why is single payer "off the table"?
Horn went on to assert that single payer had been taken
off the table because Americans want it off the table. He
claimed polling data supported him, but he cited no particular poll. The truth is that the Campaign for America's
Future (CAF) and other groups in Health Care for America
Now (HCAN) had decided years earlier they would push
Democratic candidates and officeholders to substitute the
"option" for single payer, and they would tell both
Democrats and progressive activists that Americans "like the
insurance they have" and that Americans oppose single
payer.
The argument that single payer is "politically infeasible" is
not new. That argument is as old as the modern single-payer
movement (which emerged in the late 1980s). It is an argument made exclusively by Democrats who don't want to
support single-payer legislation - a group Merton Bernstein
and Ted Marmor have called "yes buts."
The traditional version of the "yes but" excuse has been
that the insurance industry is too powerful to beat or, more
simply, that "there just aren't 60 votes in the Senate for single payer." But the leaders of the "option" movement felt they
needed a more persuasive version of the traditional "yes but"
excuse. The version they invented was much more insidious.
They decided to say that American "values," not American
insurance companies, are the major impediment to single

payer.
How did the "option" movement's leaders know that
Americans oppose single payer? According to Jacob Hacker,
the intellectual leader of the "option" movement, they knew
it because existing polling data said so. According to people
like Bernie Horn and Roger Hickey at CAF, they knew it
because focus group "research" and a poll conducted by pollster Celinda Lake on behalf of the "option" movement said
so.
About this series
This six-part series explores the research on American
attitudes about a single-payer (or Medicare-for-all) system
to evaluate the truth of the new version of the "yes but" argument. We will see that the research demonstrates that
approximately two-thirds of Americans support a
Medicare-for-all system despite constant attacks on
Medicare and the systems of other countries by conservatives. The evidence supporting this statement is rock solid.
The evidence against it - the focus group and polling
"research" commissioned by the "option" movement's
founders - is defective, misinterpreted, or both.
In Part 2 of this series, I will describe two experiments
with "citizen juries" which found that 60 to 80 percent of
Americans support a Medicare-for-all or single-payer system. The citizen jury research is the most rigorous research
available on the question of what Americans think about
single payer and other proposals to solve the health care crisis. It is the most rigorous because it exposes randomly
selected Americans to a lengthy debate between proponents
of single payer and other proposals.
Of the two "juries" I report on, the one sponsored by the
Jefferson Center in Washington DC in 1993 remains the
most rigorous test of public support for single-payer legislation ever conducted. After taking testimony from 30 experts
over the course of five days, a "jury" of 24 Americans, selected to be representative of the entire population, soundly
rejected all proposals that relied on competition between
insurance companies (including President Bill Clinton's
"managed competition" bill) and endorsed Sen. Paul
Wellstone's single-payer bill. These votes were by landslide
majorities. Washington Post columnist William Raspberry
accurately noted, "Perhaps most interesting about last
week's verdict is its defiance of inside-the-Beltway wisdom
that says a single payer … plan can't be passed" ("Citizens
jury won over by merits of Wellstone's single-payer plan,"
Washington Post October 21, 1993, 23A).
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In Part 3, I'll review polling data and explore the question,
Why do some polls confirm the citizen jury research while
other polls do not? We will discover an interesting pattern:
The more poll respondents know about single payer, the
more they like it. We will see that polls that claim to find
low support for single payer provide little information about
what a single payer is (they fail to refer to Medicare or to
another example of a single-payer system), they provide
misleading information, or both. For example, when
Americans are asked if they would support "a universal
health insurance program in which everyone is covered
under a program like Medicare that is run by the government and financed by taxpayers," two-thirds say they
would, but when they are asked, "Do you think the government would do a better or worse job than private insurance
companies in providing medical coverage?" fewer than half
say "government" would do a "better job." Although neither
question provided anywhere near as much information as
the citizen jury experiments did, it is obvious the former
question was more informative than the latter.
In Parts 4 and 5, I'll discuss the evidence that "option"
advocates cite for their claim that single payer is opposed by
most Americans. Part IV will examine polling data that
Jacob Hacker uses to justify his refusal to support single
payer and his decision to promote the notion of "public-private-plan choice." Part V will examine the survey and focus
group "research" done by Celinda Lake for the Herndon
Alliance and subsequently cited by leaders of HCAN, the
two groups most responsible for bringing the "public
option" into the current health care reform debate.
We will see that Hacker's research relies on polls that
pose such vague questions that the results resemble a
Rorschach blot more than a guide to health care reform
strategy. Would you make a decision about whether to
abandon single payer based on a poll that asked respondents
to choose between these two statements: (1) "[I]t is the
responsibility of the government in Washington to see to it
that people have help in paying for doctors and hospital
bills… ;" and (2) "these matters are not the responsibility of
the federal government and … people should take care of
these things themselves"? I wouldn't, but Hacker did. If it
turned out that about 50 percent of the respondents said it
was the federal government's responsibility, 20 percent said
it was the individual's responsibility, and the other 30 percent split their vote between government and individual
responsibility, would you read those results to mean
Americans "are stubbornly attached to employment-based
health insurance"? I certainly wouldn't, but Hacker did.
Would you use this poll as evidence that "American values
[are] barriers to universal health insurance"? I wouldn't, but
Hacker did.
The "research" that Celinda Lake did for the Herndon
Alliance used strange methods. For example, she selected
her focus groups based on their answers to questions about
"values" that had nothing to do with health care reform. The
values included "brand apathy," "upscale consumerism,"
"meaningful moments," "mysterious forces," and "sexual per-

missiveness." "Meaningful moments," for example, was
described as, "The sense of impermanence that accompanies
momentary connections with others does not diminish the
value of the moment." Do you think it's important to ask
Americans about their "sense of impermanence" before
deciding whether you will support single-payer legislation?
I don't, but Celinda Lake and the Herndon Alliance did.
The "option" movement's "research" turns out to be no
match for the more rigorous research which demonstrates
two-thirds of Americans support Medicare-for-all.
In Part 6, I discuss the wisdom of allowing polls and focus
group research to dictate policy and strategy, something the
"option" movement's founders talked themselves into doing.
Hacker has been especially vocal about this. He repeatedly
urges his followers to think "politics, politics, politics," a
squishy mantra that, in practice, translates into an exaltation of opportunism. The failure of Hacker and HCAN to
object to the shrinkage of the "public option" by congressional Democrats, from a program covering half the population to one that might insure 1 or 2 percent of the population, documents that statement.
The fact that two-thirds of the American public supports
single payer does not mean the enactment of a single-payer
system will be easy. It won't be. But it does mean the new
"yes but" justification for opposing single payer, or indefinitely postponing active support for single payer, is false and
should be rejected.

Part 2: Citizen juries demonstrate
massive support for single payer
"They contradicted both beltway and public opinion
polls. The whole damn world seems to think the Clinton
plan is the way to go. Yet they like the single-payer system,
which isn't even getting considered in Washington."
That was how the president of the Jefferson Center characterized the outcome of a five-day "citizen jury" experiment
in which 24 "jurors" listened to and questioned 30 experts
on health care reform. (Patrick Howe, "'Citizens jury' supports Wellstone's health care proposal over Clinton plan,"
Minneapolis Star Tribune, October 15, 1993, 10A.) Of those
30 experts, only one, Senator Paul Wellstone (D-MN),
spoke in favor of single payer. (Gail Shearer of Consumers
Union, which had endorsed single payer by 1993, was one of
the 30 experts to speak to the jury, but it is not clear from
the Jefferson Center record that she spoke in favor of single
payer.)
The jury heard expert testimony for and against all three
of the major types of health care reform legislation that have
been promoted in the US over the last four decades. Senator
Wellstone presented the case for his single-payer bill,
numerous speakers made the case for Bill Clinton's managed
competition bill (a bill based on competition between insurance companies that use managed-care cost-control techniques), and numerous speakers made the case for what
later came to be called "consumer-driven" health insurance
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policies (competition between insurance companies that
sell policies with deductibles on the order of $2,000 for individuals and $5,000 for families).
The jury voted by massive majorities to reject the marketbased proposals - managed competition and high-deductible
policies - and, by a landslide majority (17 out of 24, or 71 percent), to endorse Wellstone's single-payer bill. At the time
the Jefferson Center report noted only that a majority of
jurors voted for single payer. The actual vote count was
reported years later by Barry Casper in his book, “Lost in
Washington: Finding the Way Back to Democracy in
America.”
The unbearable lightness of polls
Observers were surprised at the jury's rejection of the
Clinton plan because polls taken at the time the Jefferson
Center jury was meeting (the second week of October 1993)
were reporting that a majority of the public supported
Clinton's Health Security Act, his "managed competition
within a budget" bill that was supposed to create a system of
universal
health
insurance.
For
example,
a
Gallup/CNN/USA Today poll (see Exhibit 1 page 10)
released on September 24, 1993 showed 59 percent endorsed
Clinton's bill. But just three weeks later, on October 14,
1993, the jury rejected Clinton's bill by a vote of 19 to 5. Five
jurors out of 24 comes to 21 percent, far below the 60-percent level one would have expected based on polls.
The enormous gap between the citizens jury's vote on
Clinton's bill and contemporary poll results illustrates a
well known problem with polls: Although they can produce
consistent and accurate results when the question is about
something the respondents are familiar with, such as
whether they have health insurance, they can produce wildly divergent and inaccurate results when the question is
about a complex issue that respondents have had little time
to study or even to think about.
Contrast, for example, a 2007 AP-Yahoo poll, which found
65 percent of Americans support a Medicare-for-all system,
with a 2009 CBS poll which found only 50 percent think
"government" would do a "better job" of providing health
insurance than the insurance industry. The AP-Yahoo poll
posed this question (the order of the two solutions was
reversed from one respondent to the next):
Which comes closest to your view?
The United States should continue the current health
insurance system in which most people get their health
insurance from private employers, but some people have
no insurance;
The United States should adopt a universal health
insurance program in which everyone is covered under
a program like Medicare that is run by the government
and financed by taxpayers.
Sixty-five percent of respondents chose the second solution - the Medicare-for-all solution - while only 34 percent

chose the current system.
Now consider the June 12-16, 2009 CBS poll which asked:
"Do you think the government would do a better or worse
job than private insurance companies in providing medical
coverage?" Fifty percent said "the government" would do a
better job versus 34 percent who said "the government"
would do a worse job.
Now, just to raise your skepticism about polls another
notch, consider this wrinkle. When CBS asked the same
question two months later - during August 27-31, 2009 they found 13 to 14 percent of respondents had changed their
minds in favor of the insurance industry. That is, by late
August (by which time dozens of tumultuous "town hall"
meetings about the Democrats' health care "reform" legislation had taken place), the percent who thought "the government" would do a better job had fallen to 36 (from 50 percent) while the percent who thought "the government"
would do a worse job had risen to 47 (from 34 percent).
How do we make sense of these seemingly contradictory
results? Do we trust the late-August CBS poll and say only
one-third of Americans support single payer? Or do we go
with the AP-Yahoo poll and say two-thirds support single
payer? Or do we split the difference and say the June CBS
poll got it about right - that half of Americans support single payer?
Fortunately, we are not reduced to rolling dice or drawing
straws. We can examine research that uses methods more
reliable than those used by the typical poll, notably two citizen jury experiments. And we can examine polls that have
produced contradictory results to see if we can find a reason
why. I will use the remainder of this paper to report on the
two citizen juries. I'll examine polling data more closely in
Part 3 of this series.
The Jefferson Center's methodology
The Jefferson Center, a non-profit organization created in
1974 by Ned Crosby, invented the "citizen jury" label and
developed the rules for them that are now used around the
world, especially in the United Kingdom. These methods
include: random selection of jurors; selection of experts and
moderation of the discussion in a manner that minimizes
bias; recording of the proceedings; a report from the jury
indicating votes taken on major issues presented to it and
recommendations from the jury; questionnaires for jurors
after the jury has completed its work to inquire about their
perception of the fairness of the process; and oversight and
review by a steering committee to minimize bias.
The 24 jurors who gathered in a Washington, DC hotel on
Sunday, October 10, 1993 were randomly selected from a
pool of 2000. They included a 23-year-old college student
from Colorado, a 27-year-old carpenter from Wisconsin, a
32-year-old janitor from Minnesota, a 44-year-old village
clerk from New York, a 46-year-old banker from Indiana, a
51-year-old antique dealer from California, a 59-year-old
retired nurse from Louisiana, and a 75-year-old retired
insurance agent from Florida. Ten had voted for Clinton in
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the 1992 election, nine for George H.W. Bush, and five for
Ross Perot. Three had no health insurance.
The experts who addressed the jury included three sitting
US Senators, two former members of the House of
Representatives, and 25 other experts including Gail
Wilensky (who was the director of Medicare under the first
President Bush and is a member of numerous corporate
boards), Ira Magaziner (who directed Hillary Clinton's
health care reform task force), and Ron Pollack (director of
Families USA). The discussion was moderated by Kathleen
Hall Jamieson, dean of the Annenberg School for
Communication at the University of Pennsylvania. Former
CBS and NBC TV anchor Roger Mudd was on hand to film a
documentary which aired in April 1994.
After five days of listening to and cross-examining the 30
experts (the jury asked the experts more than 500 questions), the jurors refused even to vote on the "managed competition lite" proposal presented by Senator Dave
Durenberger (R-MN) and a high-deductible (Medical
Savings Account) proposal presented by Senator Don
Nickles (R-OK). In other words, the jury rejected the
Durenberger and Nickle's legislation by a vote of 24 to zero.
They rejected Clinton's Health Security Act by a vote of 19
to 5. When they were asked how many supported Sen.
Wellstone's single-payer bill (S. 491), 17 of 24 (71 percent)
raised their hands.
Washington Post columnist William Raspberry wrote at
the time:
Perhaps most interesting about last week's verdict is
its defiance of inside-the-Beltway wisdom that says a
single payer … plan can't be passed. These jurors think
it can - and ought to be. (William Raspberry, "Citizens
jury won over by merits of Wellstone's single-payer
plan," Washington Post, October 21, 1993, 23A)
I have already noted one reason why observers were surprised by the jury's votes, namely, polls taken around the
time the jury met indicated a majority of the public liked
Clinton's bill. But there was another reason to be surprised:
The Jefferson Center created a playing field that was steeply
tilted against Wellstone's single-payer bill.
To begin with, the Center limited the jury to two questions: "Do we need health care reform in America?" and, "Is
the Clinton plan the way to get the health care reform we
need?" Second, the agenda called for presentations by a team
of Republicans and their expert witnesses arguing for
Republican proposals, and a team of Democrats and their
expert witnesses arguing for Clinton's Health Security Act.
(The Republican team was managed and represented by former Minnesota Congressman Vin Weber; the Democrats
were led by Hill and Knowlton lobbyist and former
Connecticut Congressman Toby Moffett.) There was no
team advocating for single payer. There was only Wellstone.
But the jury was so attracted to Wellstone's description
of his bill during his initial presentation that they voted 220 to invite him back for two more question periods (see page

10 of the Jefferson Center report). No other witness was
asked back even once. "In fact," noted columnist Raspberry,
"when the Minnesotan [Wellstone] dropped in at the jury's
farewell dinner Thursday night, he got a standing ovation."
To sum up: The Jefferson Center's citizen jury methodology was far more rigorous than any two- or three-sentence
poll can be, and yet even the methods used for that jury permitted substantial bias against the single-payer approach. A
total of 30 experts spoke to the Jefferson Center jury over
five days. Only one of them, Senator Wellstone, made the
case for single payer. Even though the question of whether
to support or oppose single payer was not on the agenda, the
jury took the initiative to get more information about it. The
jury did not have to do that for any other proposal. Despite
these obstacles, the single-payer proposal won by a 71-percent majority.
Minnesota citizen jury endorses single payer by 79 percent
On October 1, 1996 I was part of another citizen jury project sponsored by the Minneapolis Star Tribune and Twin
Cities Public TV which used a methodology similar to the
Jefferson Center's jury and which had a nearly identical outcome. In this case, the jury consisted of 14 randomly selected Minnesotans, only three experts spoke, and the entire
event lasted just four hours. I made the case for single payer
(at that time I represented Minnesota Citizens Organized
Acting Together), Michael Scandrett (then the director of
the Minnesota Council of HMOs) stated the case for managed competition, and a woman who had just left a job with
the Minnesota Department of Health to create her own
advocacy group for Medical Savings Accounts (MSAs, now
referred to as Health Savings Accounts) presented the argument for MSAs.
At the end of four hours, the moderator for the evening (an
officer of the Minnesota League of Women Voters) put several questions to the jury for a vote. Her first question asked
each juror which proposal they supported. Eight voted for
single payer, three voted for managed competition, one
woman split her vote between single payer and managed
competition (she said she wanted the two proposals to be
married somehow), no one voted for MSAs, and two of the
14 abstained. If we allocate a half of the vote by the woman
who wanted some combination of managed competition and
single payer to each proposal, single payer's total was 8.5, or
61 percent of the 14 jurors.
The moderator's second question asked whether the
jurors would support universal coverage under a singlepayer system if citizens had to pay $1,000 more in taxes that
were offset by $1,000 in reduced premiums and out-of-pocket costs. (This is a conservative estimate of what would happen. It is likely that aggregate premium and out-of-pocket
costs would decline more than aggregate taxes would go up
under a single-payer system, and very likely that premium
and out-of-pocket costs would decline substantially more
than taxes would go up for lower- and middle-income
Americans.) Eleven said yes to this question, and three
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Table 1: Polls indicating majority support for single payer

abstained. If we treat this latter vote as the definitive vote
for single payer, then it would be accurate to say 79 percent
voted for single payer. Finally, the moderator asked if the
jury thought Congress had failed to give single payer a fair
hearing. Again, 11 (79 percent) said yes and three said no.
(Glenn Howatt, "Canadian-style care starting to look more
attractive to panelists," Minneapolis Star Tribune October 9,
1996, A15)

. . . . . . . . . . . . . . . . . . . . . . . . . For single payer. . . . . Opposed
General public: Polls in which support is 60 percent or higher
Harvard University/Harris (1988)(a) . . . 61% . . . . not asked
LA Times (1990)(b) . . . . . . . . . . . . . . . . . . 66% . . . . not asked
Wall Street Journal-NBC (1991)(c) . . . . 69% . . . . 20%
Wash Post-ABC News (2003)(d). . . . . . 62% . . . . not asked
Civil Society Institute (2004)(e) . . . . . . 67% . . . . 27%
AP-Yahoo (2007)(f) . . . . . . . . . . . . . . . . . . 65% . . . . not asked
Grove Insight (2009)(g) . . . . . . . . . . . . . . 64% . . . . 28%
Grove Insight (2009)(g) . . . . . . . . . . . . . . 60% . . . . 27%

Part 3: Informative polls show
two-thirds support for single payer
In Part 2 of this six-part series, I reported on the results of
two "citizen jury" experiments in which advocates for single
payer, managed competition, and high-deductible policies
spoke to, and were questioned by, "juries" that were representative of America. In the case of the 1993 "jury" sponsored
by the Jefferson Center, 71 percent voted for single payer. In
the case of the 1996 "jury," 61 percent voted for single payer
when no specific information about its cost to individuals
was presented, and 79 percent voted for a single-payer system that would have lowered premium and out-of-pocket
costs by as much as taxes rose. Both juries rejected proposals relying on health insurance companies by huge majorities.
Many polls that ask about support for Medicare-for-all
produce results that confirm the citizen jury findings. But
others don't. What explains that inconsistency?

General public: Polls in which support is below 60 percent
AP-Yahoo (2007)(f) . . . . . . . . . . . . . . . . . . 54% . . . . 44%
Kaiser Family Foundation (2009)(h). . . 58% . . . . 38%
Kaiser Family Foundation (2009)(h). . . 50% . . . . 44%
Doctors
New Eng J Med (medical school faculty and students)
(1999) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57%. . . . not asked
Arch Int Med (doctors) (2004). . . . . . . . 64% . . . not asked
Minnesota Med (doctors) (2007) . . . . . . 64% . . . not asked
(a) The question asked by the Harvard
University/Harris poll was described in the Health Affairs
article reporting the results as follows: "The majority of
Americans (61 percent) state they would prefer the
Canadian system of national health insurance where 'the
government pays most of the cost of health care for everyone out of taxes and the government sets all fees charged
by hospitals and doctors….'" An analogous question posed
to Canadians found that only 3 percent of Canadians said
they would prefer the American system.
(b) The question asked by the Los Angeles Times poll
was: "In the Canadian system of national health insurance, the government pays most of the cost of health care
out of taxes and the government sets all fees charged by
doctors and hospitals. Under the Canadian system which costs the taxpayers less than the American system
- people can choose their own doctors and hospitals. On
balance, would you prefer the Canadian system or the system we have here in the United States?" Sixty-six percent
chose the Canadian system and 25 percent chose the US
system.
(c) The question asked by the Wall Street Journal-NBC
poll was: "Do you favor or oppose the US having a universal government-paid health care system like they have in
Canada?"
(d) The Washington Post-ABC News poll asked:
"Which would you prefer - (the current health insurance
system in the United States, in which most people get
their health insurance from private employers, but some

The more they know about single payer, the more they like it
In this paper (Part 3 in a six-part series) I will present
data from polls that ask about single payer, and then inquire
why some polls show landslide majorities for single payer
and some do not. We will find a clear pattern: Polls that convey more information tend to report higher levels of support
than polls that convey little information, and polls that convey accurate information tend to report more support than
polls that convey inaccurate information.
Table 1 lists 14 poll questions taken from 11 polls conducted over the last two decades which used the phrase "single
payer" and/or referred to an existing single-payer system
(Medicare, for example). All 14 questions found majority
support for single payer.
Three of these polls (representing one question each)
were limited to doctors. I have included these physician surveys to debunk the false impression (created primarily by
the American Medical Association) that the average doctor
is opposed to single payer. The three polls shown in Table 1
indicate that support among doctors is about 60 percent.
Table 1 indicates that public support for single payer
ranges from a low of 50 percent to a high of 69 percent. I
have divided the polls of the general public into those that
found support levels at 60 percent or higher (eight questions) and those that found levels in the 50-to-58 percent
range (three questions).
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people have no insurance); or (a universal health insurance program, in which everyone is covered under a program like Medicare that's run by the government and
financed by taxpayers?)" Thirty-three percent preferred
the current system while 62 percent preferred the "universal system."
(e) The Civil Society poll asked: "Other major nations,
such as Canada and England, guarantee their citizens
health insurance on the job, through government programs, or via a nonprofit source. Would it be a good or
bad idea for the United States to adopt the same approach
to providing health care to everyone?"
(f)The AP-Yahoo poll asked two questions. One asked
respondents which of these two proposals they agreed
with: (1) "The United States should adopt a universal
health insurance program in which everyone is covered
under a program like Medicare that is run by the government and financed by taxpayers" (65 percent chose this
option); (2) "The United States should continue the current health insurance system in which most people get
their health insurance from private employers, but some
people have no insurance" (34 percent chose this option).
The second question was: "Do you consider yourself a
supporter of a single-payer health care system, that is a
national health plan financed by taxpayers in which all
Americans would get their insurance from a single government plan, or not?" (54 percent said they were supporters of single payer and 44 percent said they were
opposed).
(g) The Grove Insight poll asked two questions. One
asked: "Federal leaders are considering expanding
Medicare to all Americans, so that people have another
option besides private health insurance or an HMO. Do
you favor or oppose the creation of this type of public
health plan option?" (64 percent said they favor this proposal). A very similar question was asked which differed
from the first by including information on the financing
mechanism: "There is proposed federal legislation that
gives any American, regardless of age, the option of joining the Medicare program. Americans who choose this
option would share the cost of the coverage with their
employer through increased Medicare payroll deductions,
instead of paying private health insurance premiums. Do
you favor or oppose this legislation?" (60 percent favored
it and 27 percent opposed it). Both questions, especially
the second one, imply private insurers will continue to

If we examine the questions posed by all the polls of the general public, one difference between the two sets of poll questions jumps out immediately: The questions that generated
levels of support at 60 percent or higher mentioned one of
three existing single-payer programs - the Canadian system,
the British system, and the US Medicare program. (I have
bolded the words referring to these systems in the poll questions, which are presented in the footnotes to Table 1.) In other
words, those questions didn't just rely on the phrase "single
payer," a phrase most people do not understand.
On the other hand, the three questions that prompted support in the 50-to-58-percent range used the phrase "single
payer" but did not refer to an existing single-payer system or
program. The second AP-Yahoo question, for example, merely
asked respondents if they considered themselves to be "singlepayer supporters." Fifty-four percent said yes to that question,
which was substantially below the 65 percent who indicated
in the same AP-Yahoo poll that they supported a system of
universal coverage "like Medicare." These two AP-Yahoo questions taken together suggest that merely using the term "single
payer" and not comparing it to Medicare will cut roughly 10
percentage points off the support level for single payer.
It might be argued that the second AP-Yahoo question

Table 2: Sources
Harvard/Harris poll: Robert J. Blendon et al., "Views on health care: Public opinion
in three nations," Health Affairs, Spring 1989;8(1)149-157.
Los Angeles Times poll: "Health Care in the United States," Poll no. 212, Storrs,
Conn.: Roper Center for Public Opinion Research, March 1990, cited in Robert J.
Blendon et al., "Satisfaction with health systems in ten nations," Health Affairs,
Summer 1990;9(2): 185-192. Actual wording of the question is available at American
Public Opinion Index, 1990, p. 649.
Wall Street Journal-NBC poll: Michael McQueen, "Voters, sick of the current
health -care systems, want federal government to prescribe remedy," Wall Street
Journal, June 28, 1991, A4 (question available here).
New England Journal of Medicine poll: Steven R. Simon et al., "Views of managed
care: A survey of students, residents, faculty, and deans of medical schools in the

United States," New England Journal of Medicine 1999; 340:928-936, 929.
Washington Post-ABC News Poll: Health Care, October 20, 2003.
Archives of Internal Medicine poll: Danny McCormick et al., "Single-payer national health insurance: Physicians' views," Archives of Internal Medicine 2004;164:300304.
Civil Society Institute poll: Opinion Research Corporation, Americans and Health
Care Reform: How Access and Affordability are Shaping Views, September 15, 2004.
Minnesota Medicine poll: Joel Albers et al, "Single payer, health savings accounts,
or managed care? Minnesota physicians' perspectives," Minnesota Medicine,
February 2007:36-40.
AP-Yahoo poll: Knowledge Networks, (page 15).
Grove Insight poll: Grove Insight memo to Jamie Court, January 30, 2009.
Kaiser Family Foundation poll, 2009.

exist alongside a Medicare program open to all. But the
questions are so similar to questions that clearly ask
about Medicare-for-all systems that I decided to include
them here.
(h) The Kaiser Family Foundation poll asked: "Now I'm
going to read you some different ways to increase the
number of Americans covered by health insurance. As I
read each one, please tell me whether you would favor it
or oppose it.?" This was followed by eight proposals
which, with the exception of the question about the "public option," were asked in a random order (the "option"
question was always asked at the end). Two of these
questions asked about single payer. The first read:
"Having a national health plan in which all Americans
would get their insurance through an expanded, universal
form of Medicare-for all." Fifty-eight percent said they
favored this proposal while 38 percent said they opposed.
The second read: "Having a national health plan - or single-payer plan - in which all Americans would get their
insurance from a single government plan." Only 50 percent favored this proposal while 44 percent opposed.
For sources see Table 2 below.
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shown in Table 1 produced a relatively low single-payer support rate (54 percent) because it also mentioned the words
"taxpayers" and "government." But that argument doesn't
work. All but one of the other questions that produced support levels of 60-percent or higher also mentioned "government" and "taxes." The difference is they also mentioned an
existing single-payer system or program.
Apples-to-aardvarks comparisons also reduce support for
single payer
The two questions in Table 1 posed by the 2009 Kaiser poll
(see question 13, page 8), which showed 58 and 50 percent
support for single payer, reveal another factor that seems to
influence poll results - a factor I'll call the "line-up effect." The
Kaiser poll asked about single payer as well as a half-dozen
other proposals without indicating what effect each proposal
would have on costs, the number of uninsured, and freedom to
choose one's doctor, to name just a few of the variables most
people would be interested in. By contrast, the polls listed in
the 60-percent-or-higher category did not present single payer
in a line-up with other proposals; they simply asked whether
respondents would support a single-payer system, or they contrasted single payer with the current system. The "line-up
effect" generated by the Kaiser polls would be minimized or
eliminated in a citizen jury experiment because the jury would
have plenty of time to inquire about the relative effectiveness
of the competing proposals. Respondents to polls don't have
that luxury.
The 2009 Kaiser poll began with this announcement:
Now I'm going to read you some different ways to
increase the number of Americans covered by health
insurance. As I read each one, please tell me whether you
would favor it or oppose it.
Notice the phrase, "different ways to increase the number of
Americans covered by health insurance." It implies the "different ways" have all been shown by research to work, and perhaps to reach roughly similar results.
This question was then followed by a description of eight
proposals, including "expanding Medicare to people between
the ages of 55 to 64," "offering tax credits to help people buy
private health insurance," and "requiring all Americans to have
health insurance."
This "line up" method of asking about support for single
payer is by no means fatal, but it does appear to reduce the prosingle-payer response rate by somewhere in the range of 5 to 10
percentage points. The Kaiser question that produced 58 percent support asked about "having a national health plan in
which all Americans would get their insurance through an
expanded, universal form of Medicare-for all." Because this
question did not mention taxes and government, you might
think more than 58 percent of Americans would have said they
favored this proposal. After all, when other polls that do not
put single payer in a line-up but do compare single payer to
Medicare and do mention "government" and "taxes" (see the

upper half of Table 1), more than 60 percent indicate their support. The fact that only 58 percent of Americans responded
favorably to this question from Kaiser - a question that does
mention Medicare but mentions neither "taxes" nor "government" - begs for an explanation. It is reasonable to hypothesize
that the explanation is the "line up" context in which the question was asked.
The second Kaiser question listed in Table 1, the one that
produced only 50 percent support, contained a double whammy. Like the first Kaiser question, it used the line-up method;
unlike the first question, it failed to compare single payer with
Medicare or another single-payer system. This suggests that
the cumulative effect of the line-up method plus failure to
compare single payer to Medicare can diminish support for
single payer by about 15 percent.
Perhaps an analogy will help. Imagine if you were asked to
indicate whether you "favored or opposed" six "ways to lose
weight," and the "ways" ("ways" is the noun Kaiser uses)
ranged from the truly effective (for example, exercising for half
an hour a day) to the barely effective (for example, weight loss
pills or drinking more water). Imagine furthermore that the
pollster gave you no information at all on the effectiveness of
the various "ways" nor on their side effects. It seems likely that
many respondents could be lulled into thinking all the "ways"
are roughly equivalent in effectiveness and that respondents
would, therefore, give less support to the effective methods of
weight loss in response to this type of "line up" question than
they would if they were simply asked, "Do you support exercise as a means of weight loss?"
Let me offer one more example of the use of the line-up
method in a poll about health care reform, this one the July
2009 poll by Time Magazine. Time posed questions about
seven different proposals that began with the phrase, "Would
you favor or oppose a health care bill that…?" The implication
of the phrase "a health care bill" is that members of Congress
and experts in general think all of the proposals the respondent is about to hear will ameliorate the health care crisis to
some degree, perhaps to the same degree. The single-payer
question read:
Would you favor or oppose a health care bill that creates a national single-payer plan similar to Medicare for
all, in which the government would provide health care
insurance to all Americans?
Forty-nine percent favored single payer, 46 percent opposed
it. Like all the poll questions shown in Table 1 that showed
support for single payer in the 60-to-70-percent range, the
Time question mentioned Medicare and "government." (Oddly,
unlike the high-scoring poll questions in Table 1, the Time
question didn't mention "taxes.") You might think, then, that
the Time poll would have produced a level of support for single payer in the sixties. The fact that it produced only a 49 percent "favor" rating suggests, again, that something about the
"line up" format reduces support for single payer by about 10
percentage points.
To sum up this section: Polls that ask reasonably informa-
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tive questions about single payer show that somewhere
between 60 and 70 percent of Americans support single payer.
This level of support can be reduced into the 50-to-60 percent
range by two methods: Asking about "single payer" without
comparing single payer to Medicare or the systems of Canada
or the UK; and inserting the question about single payer in a
list of a half-dozen other proposals without warning respondents that the non-single-payer proposals, especially incremental proposals like tax credits, will have effects that are
quite different from the single-payer proposal.
Two more examples of polls that convey too little information
To explore further the hypothesis that vagueness in poll
questions diminishes support for single payer, consider polls
that are even vaguer than the polls in Table 1 that use "single
payer" but offer almost no details about it. Let's examine three
polls that did not use the phrase "single payer" and offered no
details about how the proposed "government" program would
work.
In Part 2 of this series, I described a CBS poll conducted in
June and August 2009 which asked:
Do you think the government would do a better or
worse job than private insurance companies in providing
medical coverage?
This question has the ring of a single-payer question, but it
leaves numerous important questions unanswered, including
whether the program in question would provide coverage to
everyone and whether "provide" means cover people directly
or give them subsidies so they can buy coverage from insurance companies.
We saw that when this question was asked in June 2009,
50 percent said "the government" would do a better job, but
when this question was asked in late August 2009, only 36
percent said "the government" would do a better job. Does this
CBS poll contradict the more precise polls listed in Table 1
that found two-thirds support for single payer?
The answer is no. The CBS poll conveys so little information about how "the government" would do the "job" of "providing medical coverage" that it isn't even clear if this question was meant to be about single payer. In the context of the
current debate, Americans are much more likely to think the
question refers to the Democrats' 2009 "reform" bills, which
require Americans to buy health insurance from insurance
companies, than to single-payer legislation. The sharp drop in
support for "the government" in the CBS poll between June
and August is evidence that the highly publicized town hall
meetings held in August to discuss the Democrats' bills influenced responses to the poll, which in turn indicates many
respondents thought the question was about the Democrats'
legislation, not HR 676 (the single-payer bill introduced in
the House of Representatives) or S 703 (the Senate singlepayer bill).
We see a similar problem in the following question, contained in both a CBS/New York Times poll and a Harvard

School of Public Health poll, conducted over several decades:
Do you favor or oppose national health insurance,
which would be financed by tax money, paying for most
forms of health care?
Like the phrase "government providing medical coverage" in
the CBS poll, the phrase "national health insurance" in this poll
could mean government financing of universal coverage
through a single-payer system or through a multiple-payer system. If you look at Exhibit 1 on page 35 of this article from
Health Affairs, you'll see that between 1980 and 2000 the percent of respondents saying they favor "national health insurance" ranged between 46 and 66 percent. The vagueness of the
phrase was unquestionably a significant reason why support
fluctuated so much.
Another way to diminish support for single payer: Convey
inaccurate information
In addition to conveying vague information about single
payer there is, of course, another time-tested method of diminishing support for it, and that is to convey inaccurate information about it. This can be done explicitly and implicitly. It can
be done explicitly by, for example, asserting in the question
that single-payer systems raise taxes but do not lower premium payments and out-of-pocket costs. We have already seen
one example of how reducing support for single payer with
inaccurate information can be done implicitly - by inserting
the single-payer question into the middle of several other proposals, including incremental proposals such as tax credits for
small employers, without warning respondents that the proposals have very different benefits and side effects.
Since 2001, the Gallup poll has been asking this explicitly
misleading question (apparently each November):
Which of the following approaches for providing
health care in the United States would you prefer: replacing the current health care system with a new government-run health care system, or maintaining the current
system based mostly on private health insurance?
(emphasis added)
"Government-run health care system" has garnered somewhere between 32 and 41 percent support since 2001 (while
keeping the "current system" has attracted the support of 48 to
63 percent). But this poll is so biased it is irrelevant to the current debate. The problem here is the use of the phrase "health
care" three times instead of "health insurance."
The government does not "run health care" under singlepayer systems (or any other system currently under debate in
the US, for that matter). Under single-payer systems, clinics,
hospitals, and makers of drugs and equipment that are privately owned today would remain in private hands. What the government will "run" in a Medicare-for-all system is health insurance, not health care. The latter phrasing conjures up nightmares of a gigantic government HMO in which the federal
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HMO owns all the clinics and hospitals and government
bureaucrats decide whether you may have the surgery you and
your doctor think you need or whether you must take Lipitor
when your doctor prescribed Crestor.
I will discuss another example of a poll that delivers explicit misinformation in Part 5 when I discuss the "research"
Celinda Lake did for the "option" movement.
The Bermuda Triangle
Finally, there is the occasional outlier poll that produces
very low favorability ratings for single payer about which I can
only offer a plausible hypothesis. The August 7-8, 2009
Rasmussen Poll (not shown in Table 1) is an example. The poll
asked:

percent range use the phrase "single payer" and give respondents concrete examples of single-payer programs.
If we couple the "jury" experiments with the polling data
reviewed in this part, we see a pattern: The more people know
about single payer, the more likely they are to support it. We
see this pattern when we compare the "jury" results with poll
results, and we see it when we compare polls that show high
levels of support for single payer with those that don't.

Part 4: Jacob Hacker's ambiguous polls

We would expect this poll to produce "favor" responses
below the 60-percent level because it offers so little information about what a single payer is (it doesn't mention Medicare
or the Canadian or British systems, and offers no other details).
But Rasmussen reported that only 32 percent supported single
payer while 57 percent opposed it. This question was not
asked as part of a "line up," so the line-up explanation doesn't
help us here. The two explanations that occur to me are sloppiness and deliberate manipulation of the process (for example, sampling a lot more conservatives than liberals). That possibility has occurred to others as well. Rasmussen's non-electoral polls seem to show more support for conservative positions than other polls.

In Part 2 and Part 3 of this series I reviewed rigorous evidence from multiple sources supporting the statement that
somewhere between 60 and 80 percent of Americans support
a Medicare-for-all system. A reasonably conservative averaging of the more rigorously conducted research I reviewed - the
citizen jury results and the results of polls that asked accurate
and relatively informative questions - indicates two-thirds of
Americans support a single payer or Medicare-for-all system.
In this part and in Part 5, I will examine the basis for the
claim by representatives of the "public option" movement that
only a minority of Americans support single payer and a majority are opposed. The basis for that claim consists primarily of
several papers written by Jacob Hacker and "research" done for
the Herndon Alliance by pollster Celinda Lake. Until about
two years ago, Hacker wrote about health policy primarily for
the academic community; since then he has published frequently in the lay media. Since its formation in 2005, the
Herndon Alliance has sought to create "research" that could be
used to persuade the public, especially legislators and political
activists, that single payer should be taken off the table and the
"public option" should be put on the table. I review Hacker's
work in this paper and Celinda Lake's in Part 5.

Summary

Expediency-driven health policy

Do you favor or oppose a single payer health care system where the federal government provides coverage for
everyone?

We have now reviewed three categories of polls that correspond roughly to support levels of 60 to 70 percent, 50 to 60
percent, and below 50 percent. Polls that produce greaterthan-60-percent levels of support for single payer not only use
the phrase "single payer" but compare the concept to an existing single-payer program, typically Medicare. Polls showing
50 to 60 percent support inquire about "single payer" without
comparing the concept to Medicare or to the single-payer systems of other countries or they pose the question about single
payer in a line-up context. Polls that seem to ask about single
payer and which show less than 50 percent support use phrasing that is so vague respondents cannot know whether the
program being asked about is a single payer and, if so, how it
would work.
We saw in Part 2 of this series that two citizen juries conducted in the 1990s produced landslide votes for single payer votes equal to roughly 60 to 80 percent of all the participating
"jurors." These lengthy "jury" experiments are far more reliable
than any poll could possibly be. And yet some polls confirm
the "jury" experiments and some don't. If we ask why, the
answer is the polls that show support in at least the 60-to-70-

It may sound sacrilegious to say this …, but the greatest lesson of the failure of the Clinton health plan is that
reformers pay too much attention to policy and too little to politics. If real estate is about location, location,
location, health reform is about politics, politics, politics.
Thus spake Jacob Hacker in a paper published in Health
Affairs in 2008 entitled, "Putting politics first." Hacker
argues that anyone who wants to achieve universal health
insurance must somehow separate "politics" from "policy"
and give highest priority to politics. If Hacker had merely
said that anyone who seeks to achieve universal health
insurance should devote resources to building public pressure for it, his statement would be incontrovertible. It
would be a truism. But Hacker's "politics, politics, politics"
statement went beyond the truism that "reformers" must
build a movement for universal health insurance.
Hacker's demand that we distinguish between politics
and policy and give high value to one and low value to the
other is nonsensical. It's equivalent to saying that process is
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separate from and matters more than outcome, or that
means are separate from and matter more than ends. To
make such a distinction amounts to an endorsement of
opportunism and expediency. We will see in the remainder
of this article that in fact that's where Hacker's "put politics
first" mantra leads him. It leads him to attribute to the public anti-single payer, pro-insurance-industry attitudes based
on polling data that are so abstract they offer no guidance at
all. As the events of 2009 have demonstrated, the exaltation
of expediency - dressed up as political science - produces
neither good policy nor good political strategy.
Unlike the Herndon Alliance, which commissioned its
own polling and focus group "research," Hacker relied on
existing polling data to support his conclusion that single
payer is not feasible while the "public option" is. Hacker
cites different types of polls depending on whether he is
addressing the general public or health policy experts. His
2006 article for Slate cited one set of polls. A 2007 paper that
he co-authored with Mark Schlesinger ("Secret weapon: The
'new' Medicare as a route to health security," Journal of
Health Politics, Policy and Law 2007;32:247-291) cited
another set of polls. Inexplicably, neither paper discussed
the Jefferson Center jury results I discussed in Part 2 nor the
polls showing large majorities for single payer that I discussed in Part 3 of this series.
In the course of examining these two papers, I will review
in detail seven polls that Hacker cites. This may get tedious,
but it's important that you see for yourself how nebulous
Hacker's "evidence" is. Once you behold Hacker's "evidence"
directly, you realize that Hacker's belief that Americans
oppose single payer is based entirely on polling results that
resemble a Rorschach ink blot. You can see in them what
you want to see. Where you and I might discern a public
ready to support single payer, Hacker discovers hulking
impediments to single payer.
Polls Hacker cited in his Slate article
Hacker's article for Slate bore the condescending title,
"Better medicine: Fixing the left's health care prescription."
The problem in need of "fixing," according to Hacker, was
"the left's" support for single payer. Hacker urged "the left"
to support instead his proposal to "give employers the
option of providing … coverage to their workers through a
new public program modeled after Medicare" or through the
insurance industry, a proposal that would, by 2009, be
called "the public option" for short.
Hacker grudgingly acknowledged single payer's advantages, but then claimed single-payer advocates were "biting
off too much."

He hyperlinked the words "stubbornly attached" to an article in Mother Jones written by the Century Foundation. (In
the fullness of time, the Century Foundation became a passionate advocate for the "public option.") The Century
Foundation article reviewed several polls on American attitudes about "universal coverage." Amazingly, one of them was
the 2003 Washington Post/ABC News poll showing 62 percent support for a Medicare-for-all system that I discussed in
Part 3. Does Hacker read the documents he cites as evidence
for his own claims?
Before we examine the Century Foundation's article, I want
call your attention to three features of Hacker's argument.
First, he practices "put politics first." He says that even
though single payer is a good proposal, it should be rejected
entirely. It would be one thing to counsel single-payer advocates against trying to get a full-blown single-payer system
enacted in a single session of Congress and to plan instead for
a multi-year campaign (which is fact what the single-payer
movement has been doing for two decades). But Hacker is not
doing that. He is urging progressives to reject single payer
completely.
Note second that Hacker urges us to accept whatever polls
say as the final arbiter of what is politically feasible. Hacker
has no interest in a very obvious question: If everyone who
supports universal coverage threw their weight behind the
campaign for single payer, how much higher could public support for single payer be raised?
Third, Hacker can't bring himself to say how many
Americans are "stubbornly attached" to employer-based health
insurance. He can only bring himself to say "many." If Hacker
is going to rest his entire argument that the "left" should abandon single payer on the premise that "we" are "attached" to the
current system, why is he so vague about what proportion of
the populace he is talking about?
I urge readers to examine the Century Foundation article for
yourself. Focus on the "What we know" section (it's only a
page long), which is where the poll results are discussed. It
will become obvious quickly that this article provides no basis
at all for Hacker's claim that Americans are "stubbornly
attached" to the current system. At most, only three paragraphs have any relevance to that claim, and these paragraphs
produce results that are at best ambiguous and at worst (from
Hacker's point of view) supportive of single payer.
Consider the two excerpts from the Century Foundation
summary I quote below. The first asserts the public wants to
replace "the current employer-based system" (yes, the very
same "employment-based" system to which Hacker says "many
of us remain stubbornly attached"). The second excerpt, which
appears barely a half-page later, asserts just the opposite.
[Excerpt 1]
The public wants the government to play a leading role
in providing health care for all. For example, in an
October, 2003 Washington Post/ABC poll, by almost a
two-to-one margin (62 percent to 33 percent), Americans
said that they preferred a universal system that would
provide coverage to everyone under a government pro-

Americans like Medicare, and yes, Medicare is easy to
explain. But that doesn't mean most people are ready to
say everyone should be covered by Medicare. Many of
us remain stubbornly attached to employment-based
health insurance, and proposing to abolish it entirely is
likely to stir up fear as well as gratitude.
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gram, as opposed to the current employer-based system.
[Excerpt 2]
The public generally wants to build on, rather than
eliminate, the current employer-based private health
insurance system. In a January, 2000 Kaiser poll, they
preferred building on the current system to switching to
a system of individual responsibility (54 percent to 39
percent) and in a November 2003 Kaiser poll, they preferred keeping the current system to replacing it with a
government-run system (57 percent to 38 percent).
(emphasis added)
How does one make any sense of these conflicting statements? How does Hacker find in these statements proof that
Americans (a) like the current employer-based system, and
(b) like it so much they would oppose a single-payer system?
In these excerpts, the author of this summary, Ruy Teixeira,
gives us not only two contradictory statements to sort out
(the public does and does not want to replace the "current
employer-based system"), but we're supposed to understand
what "a system of individual responsibility" and "a government-run system" means.
If we track down the polls these excerpts refer to, we discover that we have already encountered these polls, or polls
like them, in Part 3 of this series.
I discussed in Part 3 of this series the 2003 Washington
Post/ABC poll that Teixeira cites in the first excerpt. That
poll found 62 percent support for a single-payer system,
described in that poll as "a universal health insurance program, in which everyone is covered under a program like
Medicare that's run by the government and financed by taxpayers." So how does Teixeira account for the difference
between the 62 percent support for single payer he reports in
the first excerpt and the 38 percent level of support one or
both of two Kaiser polls (Teixeira isn't clear which) reported
for a "government-run system" in the second excerpt? He
doesn't say.
The Kaiser poll search engine (using the phrases "individual
responsibility" and "government run") and a Google search
turned up only one of the two Kaiser polls Teixeira refers to in
excerpt 2 above - the January 2000 poll. That poll, which
Teixiera cited as evidence that Americans prefer "the current
system" to a "system of individual responsibility," reads as follows:
Which of the following, option one or option two, do
you think would be the better way to guarantee health
insurance coverage for Americans? Option One is, building on the current system in which employers contribute
to their employees' health insurance, which they get
through their job, and the Government covers the cost of
insurance for the poor and unemployed, or Option Two
which is, switching to a system in which all individuals
would buy their own health insurance but would receive
a tax credit or subsidy to help them with the cost of the
plan.

Fifty-four percent chose "the current system" versus 39 percent who chose what Teixeira called "a system of individual
responsibility."
In my last installment I discussed polls quite similar to the
other (2003) Kaiser poll Teixeira cited (the one my search
failed to turn up), a poll which, according to Teixeira, asked
respondents to choose between "the current system" and "a
government-run system." The ominous phrase "governmentrun system" sounds very much like the frightening phrase "government-run health care system" conjured by the Gallup poll
(discussed in Part 3). The 38-percent level of support Teixeira
reports is within the range of Gallup poll results over the last
decade - 32 to 41 percent - that I reported. This strengthens my
hypothesis that the question Teixeira claims Kaiser asked in
2003 was very similar to the Gallup question. (It would help if
people who urge readers to rely on polls for any reason would
link readers to those polls or give more precise source information.)
The only other shred of information in the Century
Foundation article that might give a "yes but" comfort was
this excerpt, which again contained contradictory statements:
In a December 2003 Harvard School of Public
Health/Robert Wood Johnson/ICR poll, 80 percent
supported expanding Medicaid/SCHIP; 76 percent supported employers being required to offer a health plan;
and 71 percent supported a tax credit plan. Trailing
these options, but still garnering majority support,
were a universal Medicare plan (55 percent) and an
individual coverage mandate plan (54 percent). ….
(Note: one of the only options that didn't garner majority support … was a single or national health plan
financed by tax payers that would provide insurance for
all Americans [37 percent to 47 percent].)
Once again, Teixeira juxtaposes a poll showing majority
support for single payer (55 percent) with another poll
showing 37 percent support, and offers no explanation for
the difference. As you can see, the two single-payer questions Teixeira refers to appear to have been part of a line-up
of another half-dozen questions or so, including questions
about proposals that wouldn't come close to achieving universal coverage and none of which would cut costs.
To sum up, the Century Foundation article Hacker linked
his readers to for evidence of our "stubborn attachment" to
the current system demonstrated nothing of the sort.
Polls Hacker relies on in his 2007 paper
In the paper he published in the Journal of Health Politics,
Policy and Law in 2007 with Mark Schlesinger, Hacker
argued for the "public option" and against single payer. As he
did in his Slate paper, Hacker argued that the "expectations"
and "values" of the American people, not the insurance
industry, constitute an intractable obstacle to single payer.
At the outset of this paper, in a section entitled, "Prevailing
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American values as barriers to universal health insurance,"
Hacker sought to make two arguments: Americans value
choice of health insurance company, and they are scared of
their government. The data he relied on to make this case
were even more abstract and ambiguous than the data he
relied on in his Slate article. I'll review the evidence he cites
for his claim that Americans value choice among insurance
companies first, and then examine the data he cites for his
claim that Americans are afraid of a single-payer system.
Hacker's argument that Americans value choice of health
insurer (as opposed to provider) consisted almost entirely of
these statements:
During the debate over health reform in the early
1990s, 81 percent of the public reported that it was
important or essential for a proposal to give "people a
choice of different types of health insurance plans"
(Louis Harris and Associates in 1994). When asked
whether "seniors should have the option of picking a
private health plan approved by the Medicare program
to provide their health benefits," 82 percent of the public endorsed these choices (Zogby International 2003).
Americans embrace choice of insurance not because
they favor markets in health care per se but because
they have so little trust in government, employers, or
private insurance and want protection against problematic experiences (Blendon et al. 1998; Jacobs and
Shapiro 1999).
Neither of the two polls and neither of the two papers
Hacker cites support his conclusions. The papers deal exclusively with the backlash against managed care that occurred
in the late 1990s. Those papers say nothing that could be
construed as evidence that Americans "embrace choice of
insurance" and have "little trust in government." To give you
some idea of how badly Hacker misinterpreted these papers,
I have presented the abstract of the paper by Blendon et al.
in the appendix to this paper (the Jacobs and Shapiro paper
did not contain an abstract).
Now let's look at the two polls Hacker cited to support
his claim that Americans value choice of insurance company.
The 1994 Harris poll posed this question:
As the Congress debates health care reform, they
must consider several different goals. Please say for each
of the following whether you think it is absolutely
essential, very important, or not important …. Giving
people a choice of different types of health insurance
plans?
Thirty-six percent said "choice of… plans" was "absolutely
essential" and 45 percent said it was "very important." But
does this poll demonstrate that Americans value choice of
insurance company?
This poll was conducted during May 23 to 26, 1994, while
the debate over the Clinton bill - a bill which would have
pushed middle- and lower-income people into HMOs and

other tightly managed health insurance companies - was
still in full swing. The poll question deliberately asked
respondents to think about the current debate in Congress
and the "goals" that "Congress must consider." The context
in which this poll question was asked, and the opening
statement to the question, must have induced all or most
respondents to think they were being asked whether they
would approve of Congress reducing their choice of insurance companies. It is not surprising they said no to this
question. But saying no cannot be construed as "attachment"
to the current system, and certainly not opposition to
Medicare-for-all. Hacker's claim to the contrary is equivalent to saying prisoners in a gulag are "stubbornly attached"
to gulag food because they told a pollster they would object
to being given less of it. (This question and the responses
were emailed to me by the Roper Center for Public Opinion
Research at the University of Connecticut.)
The other poll Hacker refers to - a Zogby poll - misled
respondents. The poll, conducted June 18-21 2003, asked if
"seniors should have the option of picking a private health
plan approved by the Medicare program to provide their
health benefits." But the poll failed to ask respondents if
they would feel the same way if they knew that allowing
insurance companies to insure Medicare beneficiaries raises
the cost of the entire Medicare program. This is a very well
documented fact; every expert knows it to be true. Even
Hacker and Schlesinger acknowledged it. How far support
would have fallen had respondents been informed that their
taxes would have to go up to give seniors the privilege of
leaving the traditional Medicare program and enrolling with
an insurance company? We don't know. Zogby didn't ask,
possibly because the conservative Galen Institute was the
sponsor of the poll.
Now for Hacker's and Schlesinger's claim that Americans
are afraid of a government-financed single payer. This claim
relied primarily on two polls conducted over several
decades: the "General Social Survey," conducted by the
University of Chicago, and the "National Election Studies"
survey conducted by the University of Michigan.
Hacker and Schlesinger claimed the General Social Survey
supported the following baffling statement:
"[W]hile approximately 80 percent of the public
endorses some collective responsibility for health care
finance, support for a completely collective role rarely
garners majority support and, if so, then for only brief
periods of time (see Figure 1)" (page 252).
What does "some collective responsibility" mean? How
does it differ from "complete collective responsibility"? The
latter seems to mean government pays for 100 percent of the
national health care bill. But no country in the entire world
does that. What does "health care finance" refer to?
Universal coverage? Less-than-universal coverage? A singlepayer system? The current multiple-payer system?
The figure Hacker and Schlesinger refer to as evidence for
this baffling statement is a bar chart, based on the General
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Social Survey, showing bars for various years broken down
by the proportion of the populace who support "collective,"
"individual," and "split responsibility for medical care." The
figure indicates that from 1975 through 2000 roughly 50 percent of Americans supported "collective responsibility," 30
percent supported "split responsibility," and 20 percent supported "individual responsibility." How any reasonable person can conclude from these data that Americans oppose
single payer because they fear government and value choice
of health insurance company is beyond me. If we really must
ask whether such ambiguous data dictate that we abandon
or support a Medicare-for-all system, it would seem more
reasonable to interpret these data to say a majority of the
public will support Medicare-for-all.
To enhance your impression of how flimsy this bar chart is,
consider the actual question asked by the GSS survey:
In general, some people think that it is the responsibility of the government in Washington to see to it that
people have help in paying for doctors and hospital bills.
Others think that these matters are not the responsibility of the-federal government and that people should take
care of these things themselves. Where would you place
yourself on this scale [respondents were handed a card
showing numbers running horizontally from 1 to 5], or
haven't you made up your mind on this?
Above number 1 on the card is the label, "I strongly agree it
is the responsibility of government to help" and above number
5 is the label, "I strongly agree people should take care of
themselves."
Similarly, Hacker and Schlesinger use data from the
National Election Studies survey that is at best ambiguous
and at worst (from Hacker's point of view) favorable to single
payer to spin a picture of Americans so "deeply divided" about
the role of government that single payer isn't possible. They
claim that a single question from this survey supports the following conclusions:
"Americans have long been deeply divided about their
preferred approach to expanding health insurance….
Americans … split evenly between those who favor
administration of insurance benefits by the government
and those who prefer subsidies for private insurers (table
2)" (page 255).
The table they refer to shows that over the last half century
roughly 45 percent favor "government insurance" versus about
40 percent for "private insurance." Here is the question:
Some people feel there should be a government insurance plan which would cover all medical and hospital
expenses for everyone. Others feel that all medical
expenses should be paid by individuals, and through private insurance plans like Blue Cross and some other company paid plans. Where would you place yourself on [a
seven-point] scale…. ?

There was, of course, no other information to help respondents interpret the key phrases in this question including
"government insurance plan." Respondents had to rank themselves as a "1" if they were strongly in favor of a "government
insurance plan" that paid all expenses for everyone, and 7 if
they felt strongly in favor of "individuals and private insurance plans" paying some unspecified portion of expenses, or
some number in between if they felt less than strongly about
their opinion. Hacker and Schlesinger treated everyone who
ranked themselves as a 4 as undecided, and then treated all
the 1, 2, and 3 people as for "government" and all the 5, 6, and
7 people as for "private insurance."
Summary
Even if we didn't know that Hacker was an avid proponent
of the "politics, politics, politics" mantra, and that this mantra
amounts to little more than an excuse to make policy decisions based upon ambiguous and cherry-picked polling data,
we might reach these conclusions simply by reading the two
papers by Hacker I have reviewed here. In his 2006 article for
Slate, and his 2007 paper for the Journal of Health Politics,
Policy and Law, Hacker urged his readers to abandon single
payer based on poll results that were not merely cherrypicked (with one unintended exception he excluded polls
that showed two-thirds support for single payer), but, even
after careful cherry-picking, were still unclear in their implications.
I am not saying polling data reveal that only a single-payer
system attracts majority support. A fair reading of the polls
(although not the citizen jury results) suggests that
Americans would accept a variety of solutions to the health
care crisis if they could be convinced that they would cover
everyone and bring costs down.
I strongly disagree with Hacker, however, that the polling
data demonstrates a majority wants to defend the current
employer-based multiple-payer system and oppose a singlepayer system. And I strongly disagree with the assumption
that people who care about solving the health care crisis
should examine polls first and then decide how to solve the
health care crisis. If we must put our finger in the wind before
we decide whether to support single payer, then let us at least
consult research that used rigorous methodology, e.g., the citizen juries, and polls that inform their respondents about
actual proposals. Let us not consult polls that use vague
phrases like "people should take care of these things themselves."
Appendix: Abstract of one of two papers Hacker misrepresented
In his paper with Mark Schlesinger published in the
Journal of Health Politics, Policy and Law in 2007, Hacker
cited two papers for support of this sentence: "Americans
embrace choice of insurance not because they favor markets
in health care per se but because they have so little trust in
government, employers, or private insurance and want pro198
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tection against problematic experiences." Neither paper discussed lack of trust in government or employers. Both papers
were about public hostility to the insurance industry. Below I
present the abstract of one of the two papers (there was no
abstract for the second one).
This paper examines the depth and breadth of the public backlash against managed care and the reasons for it.
We conclude that the backlash is real and influenced by
at least two principal factors: (1) A significant proportion
of Americans report problems with managed care plans;
and (2) the public perceives threatening and dramatic
events in managed care that have been experienced by
just a few. In addition, public concern is driven by fear
that regardless of how well their plans perform today,
care might not be available or paid for when they are very
sick. (Robert Blendon et al., "Understanding the managed care backlash," Health Affairs 1998;17(4):80-94))

Part 5: Celinda Lake's 'research' for the
Herndon Alliance
One key player was Roger Hickey of the Campaign for
America's Future [CAF]. Hickey took … Jacob Hacker's
idea for "a new public insurance pool modeled after
Medicare" and went around to the community of singlepayer advocates, making the case that this limited "public option" was the best they could hope for. … And then
Hickey went to all the presidential candidates, acknowledging that politically, they couldn't support single
payer, but that the "public option" would attract a real
progressive constituency…
The rest is history. Following Edwards' lead, Barack
Obama and Hillary Clinton picked up on the public
option compromise.
So what we have is Jacob Hacker's policy idea, but
largely Hickey and Health Care for America Now's political strategy. It was a real high-wire act - to convince the
single-payer advocates, who were the only engaged
health care constituency on the left, that they could live
with the public option as a kind of stealth single payer,
thus transferring their energy and enthusiasm to this
alternative.
That is how Mark Schmidt summed up the strategy of the
"public option" movement in a short piece for the American
Prospect last August. Schmidt's analysis, rarely seen anywhere else in the media, was correct. I would have added two
details to Schmidt's article.
First, Hickey and other "option" advocates attempted to
justify their abandonment of single payer by claiming most
Americans opposed it. This "people don't like it" version of the
"political feasibility" argument against single payer was new.
Prior to the emergence of the "public option" movement, those
who refused to support single payer on "political feasibility"
grounds claimed the insurance industry was too powerful to

beat. They did not assert that Americans were opposed to single payer, no doubt because they knew such a statement was
demonstrably false.
The other weakness in Schmidt's analysis was his failure to
mention the Herndon Alliance, "the most influential group in
the health care arena the public has never heard of," as Carrie
Budoff Brown put it in an article for Politico. It was the
Herndon Alliance (of which CAF is a member) which manufactured the "evidence" that Hickey and other "option" advocates cited when they were making the rounds to Democratic
candidates and progressive groups to urge them not to support single payer and to support the "option" instead. It was
the evidence they needed to state, with a straight face,
"Americans are scared to death of single payer," to quote
CAF's Bernie Horn once more. (For information on the origins
of the Herndon Alliance and Lake's "research" for the Alliance,
see my paper here.)
The Herndon Alliance hired pollster Celinda Lake to produce the evidence they were looking for. Lake delivered the
goods. Over the course of 2006 and 2007, she conducted focus
group sessions and carried out at least two polls. By the fall of
2007, Lake turned over to the Herndon Alliance the results
they had asked for. Lake "found" that "people" don't like single
payer. Instead they like something Lake called "guaranteed
affordable choice," a label that would be changed two years
later to "the public option."
Roger Hickey, for one, wasted no time putting Lake's
"research" to use. In November 2007, at an event sponsored by
New Jersey Citizen Action, a chapter of USAction (a member
of the Herndon Alliance and the soon-to-be-formed Health
Care for America Now), he made this statement:
[T]he hard reality, from the point of view of all of us
who understand the efficiency and simplicity of a singlepayer system, is that our pollsters unanimously tell us
that large numbers of Americans are not willing to give
up the good private insurance they now have in order to
be put into one big health plan run by the government.
Pollster Celinda Lake looked at public backing for a single-payer plan - and then compared it with an approach
that offers a choice between highly regulated private
insurance and a public plan like Medicare. This alternative, called "guaranteed choice," wins 64 percent support
to 22 percent for single payer.
I won't bother asking why Hickey and the Herndon
Alliance didn't rely on the citizen jury and polling data I
reviewed previously (in Part 2 and Part 3) that show twothirds of Americans support a Medicare-for-all system. But it
is worth raising this question: Why didn't Hickey and the
Herndon Alliance cite the polls that Jacob Hacker relied on?
Why commission Lake to do more "research" when Hacker
was already convinced he had the evidence necessary to
undermine the single-payer movement? By November 2007,
when Hickey spoke to New Jersey Citizen Action, Hacker
had published several papers examining polling data (including the 2006 and 2007 papers I reviewed in Part 4.)
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I suspect the reason is that the Herndon Alliance didn't find
Hacker's papers as compelling as Hacker did. They felt they
needed research that produced more than the equivalent of a
Rorschach blot. They needed research that focused specifically on single-payer and the public-private-plan choice proposal.
Lake's "research": "Mysterious forces" and "discount consumerism" are "values"
We had people in our focus groups saying, "Well, this
is Canadian-style health care," and we found that the
answer was, "No, no. This is American health care." And
people would go, particularly those proper patriots
who just love America, "Oh, well great. Then it's got to
be better. This is much superior." Now the irony is …
that American-style health care does not include
Medicare for all or a system-wide social security, both
of which are frankly frighteningly flawed programs in
the voters' minds. (page 44)
These words were spoken by pollster Celinda Lake at a
September 29, 2006 conference sponsored by the Herndon
Alliance, just two weeks before Slate published the article
by Jacob Hacker that I examined in Part 4. But whereas
Hacker was misinterpreting polls taken by polling firms
over which he had no control, Lake was accurately reporting
on the "first round" of her own "research" over which she had
complete control. Her "research" was based on discussions
with eight focus groups, each with eight to ten people,
which her firm convened in Columbus, Ohio and Atlanta,
Georgia in July and August of 2006 (see footnote 2 in
Celinda Lake et al., "Health care in the 2008 election:
Engaging the voters," Health Affairs 2008; 27:693-698).
But Lake shared Hacker's agenda: to demonstrate that
Americans like the existing health insurance system and fear
a Medicare-for-all system. Hence her celebration of "patriots" and their disdain for "Canadian-style health care."
Hence her trashing of Medicare as a "frighteningly flawed
program." Hence her recommendation that universal coverage advocates assiduously avoid the phrase "Medicare for all"
in favor of "choice of public and private plan" (see page 81 of
Lake's presentation.)
At another Herndon Alliance conference held in
November 2007, convened to hear Lake's "findings" from ten
more focus groups that were held in Denver, Colorado,
Concord and San Diego, California, Columbus, Ohio, and
Orlando, Florida during June and July of 2007, Lake continued her assault on the idea that Americans would support a
single-payer system. Again she claimed the people in her
Atlanta and Columbus focus groups couldn't stand the
thought of Medicare-for-all or what she insisted on calling
"Canadian-style health care":
[W]e found that people want an American solution.
My favorite epiphany is in the first round of work was
everybody [says], "It's going to be Canadian style health

care." Americans don't want Canadian style-health care.
They want American health care. (page 17)
To make sure their audience got this point, the Herndon
Alliance entitled this conference, "American Values,
American Solutions."
So what did Lake discover from her 2007 focus groups
that "people" did like? Amazingly, they liked exactly what
Hacker had recommended a year earlier in his Slate article
and six years earlier in a paper written for the Robert Wood
Johnson Foundation. "People" liked having a choice between
private health insurance and a public program.
As Lake put it:
People don't want to go to a government health care
system. But they do like the idea of the government as
the enforcer, the watchdog, the setter of standards, as
you will remember in the first research. … [I]n the second round research we found … that they were fine with
government offering a public plan. In fact they thought
there was a lot of merit to having a choice between a
private plan and a public plan. (page 15)
Lake had presented to her 2007 focus groups what she
called a "guaranteed affordable choice" proposal - a proposal
that would give all Americans a choice between private
insurance and a publicly run insurance program. Did she
also present to them an accurate description of single payer?
Almost certainly not, but we'll never know for sure. Unlike
the groups that convened the citizen juries I described in
Part 2, Lake refuses to release the methodology she used in
questioning her focus groups.
Lake has, however, released an extensive description of
her methods for selecting her focus groups. This methodology is just plain bizarre. Lake says she or the Herndon
Alliance (it is not clear which) hired a Fortune 500 consulting firm called American Environics to compile a list of 117
American "core values that shape … views on health care."
The list of "values" included one pop-psychology phrase
after another that might make sense to the marketing
department of L'Oreal (one of the firms American Environics
boasts it consults with) but are laughably irrelevant to the
US health care reform debate.
Among the 117 "values" were "brand apathy," "discount
consumerism," "upscale consumerism," "more power for big
business," "meaningful moments," "mysterious forces," "traditional gender identity," and "sexual permissiveness."
"Discount consumerism" was defined, for example, as "preferring to buy discount or private label brands, often from
wholesalers." "Meaningful moments" was described as, "The
sense of impermanence that accompanies momentary connections with others does not diminish the value of the
moment." (For a complete listing of these 117 "values," starting with "acceptance of violence" and ending with "xenophobia" - defined as "too much immigration threatens the purity
of the country" - see the appendix to the American
Environics' report here.)

100
15

On the basis of these "values," Lake somehow divided
Americans into eight groups and gave them names like
"Proper Patriots" and "Marginalized Middle-Agers." Here is
how Lake explained this process at the November 2, 2007
Herndon Alliance conference:
One of the things that we also did in the Herndon
process was to identify key constituencies of opportunity
at the values level. (page 20)
She then selected her focus groups to reflect these groupings. Notice how different this method of selecting focus group
participants is from the method used by the organizers of the
citizen juries I discussed in Part 2. The organizers of those
events sought to select jurors who represented a cross-section
of America. It seems highly unlikely that a "methodology" that
involved quizzing prospective focus group participants about
"meaningful moments" and "brand apathy" would result in
focus groups that represented a random sample of the
American adult population.
Celinda Lake's poll
The statements Lake made at Herndon Alliance meetings
about how "people" feel about Medicare and "guaranteed
affordable choice" were based on her focus group "research."
The statistic Hickey quoted - "voters" choose "guaranteed
affordable choice" over single payer by a margin of 64 percent
to 22 percent - was produced by a poll Lake's firm conducted
in September 2007. (See page 23 of Lake's presentation.)
The poll asked this question:
Which of the following two approaches to providing
health care coverage do you prefer?
o An approach that would guarantee affordable health
insurance coverage for every American with a choice of
private or public plans that cover all necessary medical
services, paid for by employers and individuals on a sliding scale; or
o a single government-financed health insurance plan
for all Americans financed by tax dollars that would pay
private health care providers for a comprehensive set of
medical services.
(See page 18 of Lake's presentation.)

coffee, I can't claim you "are not willing" to drink tea. I can only
claim you prefer coffee over tea.
Here are four biases Lake introduced into her poll:
(1) The definition of single payer includes the words "government" and "tax" while the definition of "guaranteed affordable choice" does not.
(2) The "tax" in the definition of single payer is not described
as "progressive" or "sliding scale," but financing is described as
"sliding scale" in the "guaranteed affordable choice" definition.
(3) The "guaranteed affordable choice" option is presented
as if it were possible to "guarantee … health insurance for every
American" without taxes, that is, without compulsory payments of some sort. The "guaranteed affordable choice" option
is described as "paid for by employers and individuals." That
has a much more voluntary ring to it than "tax." But in fact no
system of universal coverage can be achieved without compulsory payments of some sort by the populace. If Lake and her
colleagues in the "option" movement are actually claiming the
"guaranteed affordable choice" proposal will establish universal health insurance, then they cannot ethically describe single
payer's funding source as "taxes" and not describe the payments by "employers and individuals" under the "guaranteed
affordable choice" proposal as taxes.
(4) Perhaps most importantly, Lake's poll failed to explain
the real consequences of the "guaranteed affordable choice"
proposal. These include the fact that Americans will not regain
their freedom to choose their own doctor under "guaranteed
affordable choice" or any other proposal that leaves the current
health insurance industry in place. Another unmentioned fact
is that "guaranteed affordable choice" cannot cut costs, which
means taxes and/or compulsory payments will have to be higher and/or that coverage will be worse under the "guaranteed
affordable choice" proposal.
Even if Lake's poll had asked about opposition to single
payer and "guaranteed affordable choice" rather than preferences between them, the poll was too biased to produce reliable results. Like the amorphous polls Hacker relied on, and
like Lake's focus group "research," Lake's poll is no match for
the rigorous research that shows that two-thirds of Americans
support single payer.
Invoking the ends to justify the means

There are four choices involving words or omission of facts
that introduced bias into this question. But before we examine
those biases, I want to call the reader's attention to how badly
Hickey misrepresented Lake's poll. Hickey said "our pollsters
unanimously tell us that large numbers of Americans are not
willing to give up the good private insurance they now have in
order to be put into one big health plan run by the government." That's not what Lake's poll said, even taking it at face
value. Her poll asked respondents, "Which of two approaches
… do you prefer"? A question that asks about preferences cannot be interpreted as evidence of what Americans "are not willing" to do. If I ask you if you prefer tea or coffee, and you say

There was a time when Celinda Lake was more interested in
the truth than in pleasing her patrons. In the early 1990s, Lake
conducted polls and focus groups which led her to conclude
that Medicare is a very popular program and that large majorities of Americans support a Medicare-for-all or single-payer
system. In 1992, before she went to work for the Clinton
administration and long before she went to work for the
Herndon Alliance, Lake published an article in the Yale Law
and Policy Review in which she made these statements:
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Americans believe that the market system has failed
completely in the medical arena. Their disillusionment
with the private health insurance industry leads them to
believe that even a governmental bureaucracy would

prove more efficient and provide less costly health care. In
one western state, two-thirds of voters agree that health
costs have surged so high that only a government healthcare system can bring them under control. Almost twothirds (62 percent) reject the idea that private industry
will keep medical costs cheaper than would a government-run system with cost controls…. Sixty-nine percent
support a universal government-paid system similar to
the Canadian system…. Voters strongly support a national health-care system that mirrors or expands Medicare
and see no reason why such a system cannot be established. National health-care reformers would do well to
talk in terms of expanding Medicare. Just mentioning the
words "Medicare-like system" increases voters' support
for any described system by about 10 percent. Framing the
issue this way increases support across all age groups….
(Celinda Lake, "Health care: The issue of the nineties,"
Yale Law and Policy Review 1992;10(2):211-224).
In 1993, Jeff Cohen and Norman Solomon quoted Lake saying that the more people know about single payer the more
they like it. Cohen and Solomon wrote:
After conducting extensive focus groups on health care,
pollster Celinda Lake discovered that the more people are
told about the Canadian system, "the higher the support
goes."
In these excerpts, Lake sounds just like me and every other
single-payer advocate in America - and very unlike the Celinda
Lake of today. Her statements that two-thirds of Americans
support single payer, that likening a proposed reform to
Medicare "increases voters' support … by about 10 percent," and
that support for single payer rises as people learn more about it
could have been made by any knowledgeable single-payer
advocate at any time over the last two decades.
So what explains the difference in Celinda Lake's findings
and recommendations in 1992 and 1993 and her "findings" and
recommendations post-2005? Did American support for single
payer really head south during those years? Did support really
fall from the 69-percent level Lake reported in 1992 to the 22
percent level that Lake "found" in 2007 and which Roger
Hickey so enthusiastically reported to New Jersey Citizen
Action that year? The citizen jury experiments and the survey
research I reported in Parts 2 and 3 of this series, as well as a
large body of other relevant evidence I have not reviewed (such
as the undiminished popularity of the Medicare program
despite constant attacks on Medicare by the right) demonstrates that public support for single payer did not fall over
those years.
What changed was Celinda Lake's attitude about single
payer. Apparently, Lake came to believe what Jacob Hacker
believes: that politics must be elevated above policy; that means
may be justified by the ends; that corrupt "research" may be
pawned off as rigorous research if the cause is good enough; and
that the single-payer campaign may be sabotaged for the higher good as defined by the leaders of the "public option" move-

ment. Lake apparently came to believe, to quote an infamous
memo, that "the facts" were going to have to be "fixed around
the policy" and that it was her job to create the "facts."

Part 6: Should polls matter?
I am here today to say I think the employer-based
health care system is dead. I think we need to find a system that's not built on the back of the government. I am
here to also say I don't think we need to import Canada
or any other system. We are going to build an American
system because we are Americans and we don't like any
other system. So we are going to build our own….. This
is now simply a question of leadership and political
will. It is not a question of policy. No more policy conferences. (See pages 15-16 of the transcript of the conference proceedings.)
Those were the remarks of Andy Stern, president of the
Service Employees International Union, a member of the
Herndon Alliance and Health Care for America Now
(HCAN). Stern made those comments at a June 16, 2006
conference sponsored by the Brookings Institution and the
New America Foundation.
It is interesting to consider how similar Stern's remarks
are to those of other "option" movement leaders I have quoted in this six-part series. Like Celinda Lake, Jacob Hacker,
Roger Hickey (Campaign for America's Future) and Bernie
Horne (also CAF), Stern has no qualms about promoting the
insidious claim that single payer cannot be enacted in
America because "Americans" don't want it. Like Hacker,
Stern preaches opportunism dressed up as political wisdom
(he calls for more "political will" and no more stinkin' "policy conferences").
Fixing the "facts" around the policy
But what I find most intriguing about Stern's anti-singlepayer remarks is the date they were made. They were made
on June 16, 2006, which was after the Herndon Alliance
hired Celinda Lake to produce "research" showing
Americans don't want a Medicare-for-all system, but several weeks before Lake convened her first focus groups and
three months before Lake would reveal her "results" at a
Herndon Alliance conference. We know Lake had to have
been hired by the Herndon Alliance no later than May 2006
because that was the month she and American Environics
published the goofy Road Map to a Health Justice Majority
(the one that listed 117 "values" like "brand apathy"), which,
according to Lake, gave her the information she needed to
select the right mix of "Proper Patriots" and "Marginalized
Middle-Agers" for her focus groups. But we also know Lake
did not host the first Herndon Alliance focus groups until
July 2006.
Thus, in June 2006, Stern had no data - no focus group
research, no poll results - to support his remarks. In fact, as
we have seen in Parts 2 and 3 of this series, the best research
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showed that Stern had it backwards, that for at least the
previous two decades two-thirds of Americans supported a
Medicare-for-all system. But as one of the movers and shakers within the Herndon Alliance, Stern had to have known
Celinda Lake would shortly deliver results from her focus
group "research" designed to lend credence to his comments.
But unlike Roger Hickey, Richard Kirsch, and other leaders
of the Herndon Alliance who refrained from claiming single
payer was "un-American" until they had Lake's "findings" in
hand, Stern could not contain himself. Stern was so eager to
undermine the single-payer movement that he announced
Lake's "facts" before Lake "documented" them.
It appears Stern also knew that Lake would "find" that
Americans liked the "public option." At the June 2006 conference, Stern blurted out this strange statement: "I think
the single payer issue is a stalking horse for I am not sure
what because we are going to have a multi-payer system … in
America." (page 20) The statement is strange because the
two parts of the sentence don't connect, and because the
statement came out of the blue. If you read the half page of
the transcript that precedes this statement, you will see how
completely out of context it was. Why did Stern have the
"single payer as stalking horse" metaphor on his mind? Why
did he use the metaphor and then fail to explain what single
payer was a "stalking horse" for?
The only explanation that makes sense is that Stern and
other Herndon Alliance leaders had decided earlier (probably in 2005) to substitute the "public option" for single
payer; they had already anticipated that conservatives
would characterize the "option" as a "stalking horse for single payer"(that's in fact precisely what did happen); and
Stern, in his eagerness to move the anti-single-payer campaign along, inadvertently opened a window, however
briefly, onto this Herndon Alliance secret.
If my hypothesis is correct, the secret that Stern was so
tempted to reveal was that the Herndon Alliance had decided by no later than June 2006, and probably much earlier,
that it would seek to take single payer off the table and
replace it with the "public option," and they would hire
Celinda Lake to create the "facts" that justified their decision
to sabotage the single-payer campaign.
Should polls have been influential with leaders of the
"public option" campaign?
Unlike Stern, other representatives of the Herndon
Alliance managed to keep their anti-single-payer remarks in
check until Celinda Lake published her focus group and survey "research." From that point on, the company line within
the Herndon Alliance and (after the formation of HCAN in
July 2008) within HCAN was that "public opinion research"
had forced its advocates to abandon single payer and
endorse the "option."
For example, after announcing in his June 2009 comment
that Americans are "scared of single payer," Bernie Horn,
CAF's blogger, asked rhetorically, "How do we know this?"

His answer:
Over the past two years, progressive groups have conducted an unprecedented amount of public opinion
research about universal health care. Usually it's the conservatives who have all the polling data.
For the sake of discussion, let's take the "option" campaign
leaders at their word and assume they consulted polls first and
set policy second. And let's also assume they honestly overlooked the citizen jury and survey research I reviewed in Parts
2 and 3. Assuming all that, let us now ask: Should people who
seek to change society in fundamental ways consult polls
before they make decisions about how they will do that?
Would the single-payer movement, for example, have been
well advised to mimic the Herndon Alliance and conduct its
own surveys before deciding to undertake a campaign for single payer? No!
Why not?
First, people who seek to make social change must have
some familiarity with the society within which they hope to
make change. If they must consult polls to know how their fellow citizens will react to their efforts, they are probably in the
wrong business.
Second, public opinion is malleable, especially on complex
issues. To put this another way, the context - the environment
- within which people are asked to express an opinion matters,
and that context can be changed, for better or worse, by
human effort. Treating survey data as evidence of "barriers" to
social change, which is how Jacob Hacker and other "option"
advocates have treated their cherry-picked polling data, is
equivalent to saying public opinion can't be changed and that
solutions to problems must be tailored to fit the allegedly
immutable public "values." In short, giving polls as much deference as they have allegedly been given by "option" campaign
leaders can be tantamount to abandoning fundamental reform
in favor of more incremental reform, especially if the polls in
question were sloppily done or misinterpreted.
The political use of polls
We have already encountered evidence for this conclusion.
In the discussion of the 1993 Jefferson Center citizen jury we
saw that that jury rejected President Bill Clinton's Health
Security Act at a time when polls were saying a majority of the
public supported it. The difference was immense: Only 21 percent of the jury supported Clinton's bill compared with roughly 60 percent in contemporaneous polls. The polls, limited as
they always are in the amount of information they could provide, were woefully inadequate predictors of how Americans
would feel about Clinton's bill once they knew the most important facts about it. This truly American jury went on to endorse
Sen. Paul Wellstone's single-payer legislation by 71 percent. If
we gave credence to the polls taken in the fall of 1993 (which is
when the Jefferson Center jury met) and knew nothing about
the citizen jury, we would have concluded American opinion
was considerably more conservative than it was.
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A 2009 paper entitled, "The political use of poll results for
a privatized health care system in Canada," confirmed this
thesis that polls can serve as the handmaiden of the right
wing. The paper reported on the results of an experiment in
Montreal in which the investigators first polled a group of
people about how to finance universal health insurance in
Quebec, and then subjected them to a crude version of the
citizen-jury education process and posed the same questions
again. (Damien Contandriopoulos and Henriette Bilodeau,
Health Policy 2009;90:104-112.) There was an enormous difference between the answers the group gave upon initial
polling and after they had been exposed to more information
and given an opportunity to talk among themselves.
Moreover, the results of the post-quasi-citizen-jury poll were
substantially to the left of the first poll results.
The experiment was conducted on behalf of the Clair
Commission, a commission established by the province of
Quebec in 2000 to recommend changes in its single-payer,
universal coverage system. The commission met at the end of
a decade of intense debate throughout Canada about
whether Canada's single-payer system would be better off if,
among other things, Canada's universal health insurance system were financed less by taxes (the liberal position) and
more by out-of-pocket payments by patients, also known as
"user contributions" (the conservative position). The commission convened ten focus groups, with 12 people in each
group selected to represent a cross-section of Montreal's
population. The commission initially gave the focus groups
only four choices: increase taxes, remove coverage of certain
services, create a special fund, or require more patient out-ofpocket payments.
Commission staff made what was apparently a superficial
presentation of the issues raised by these options and then,
before the groups had a chance to talk among themselves,
asked for a vote. The largest vote-getter on this first round
was more "user contributions," something conservative
groups in Quebec had been promoting through advertisements and other means. Thirty-four percent voted for this
option.
After this vote was taken, some of the participants objected to their limited set of options. According to the authors,
the objections were probably motivated by a desire, clearly
expressed by some participants, to add a progressive tax (not
merely "taxes") to the option list. In any event, prior to the
final vote, "refusal to choose any of the options" was added as
a choice but "progressive tax" was not added. After the presentation of more information and a chance for participants to
talk and debate, a final vote was taken. A gargantuan 62 percent chose "refuse to choose." The other four options - the
ones the commission staff was seeking the groups' opinion
on - together garnered only 38 percent of the vote. The main
loser was "user contributions;" now only 13 percent chose
that solution.
For whatever reason, the Montreal "jury," armed with
information and emboldened by the opportunity to compare
values and perceptions with one another, rebelled against its
handlers and refused to go along with the limited choices

they were given.
The authors remarked:
[T]his example shows that it is perfectly possible - and
probably even common - that poll results do not reflect
the opinions respondents would have provided if they had
been given the time or the opportunity to reflect on the
issues. (Page 109)
The Montreal experiment reveals the same pattern we have
seen in the citizen jury and polling data I reviewed in Parts 2
and 3 of this series: Knowledge about a subject, including the
knowledge generated by a debate about it, can produce measures of public opinion that produce results quite different from
survey results, especially results generated by uninformative or
biased poll questions. And, as was the case with the Montreal
"jury," we have seen that the direction of this opinion shift is
away from the status quo and incremental reform and toward
fundamental reform.
To recap Parts 2 and 3: We saw that the two citizen juries
produced support levels as high as the 70-plus-percent range;
that polls which compared single payer to Medicare or some
other existing single-payer system produced support levels in
the 60-to-70-percent range; and that polls which provide little
information or misinformation tend to produce support levels
below 60 percent.
The founders of the "option" campaign did not fall off the
turnip truck yesterday. They were well aware of the fact that
polls can produce biased and inaccurate results. Nevertheless,
they decided to feign great deference to amorphous polls badly
interpreted, and to biased polls.
Single payer is the only solution
There is a third reason - one specific to the health care crisis - why consulting polls first and adopting strategy and policy second is a bad idea. And that is that a single-payer system is our only way out of this mess. We must get US health
care costs down for both economic and moral reasons. But
we must also get costs down for political reasons. Andy Stern
can talk all he wants about finding the "political will" to
extend coverage to everyone, but until we as a society find
the political will to cut health care costs, we won't find the
political will to achieve universal health insurance. The sooner influential people like Stern can find within themselves
the political will to support effective cost containment, the
sooner Congress will do likewise, and the sooner we will
achieve universal coverage.
Single payer has no peer as a cost-containment method.
Every other remedy that has been discussed in this country
over the last four decades, and every remedy currently under
debate in Congress - more electronic medical records, more
report cards on clinics and hospitals, more preventive services, more "disease management," more "coordination between
teams of doctors" as our president is wont to put it, more
research comparing the effectiveness of treatments, and the
tiny "public option" - every one of those ideas remains, at
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best, unproven as a cost-containment method, and in some
cases will actually raise costs.
To paraphrase Stephen Colbert, the facts have a singlepayer bias.
Concluding thoughts on this series
In the spring of 1989, the organizations I was working for
(Minnesota Citizens Organized Acting Together and the
Health Care Campaign of Minnesota) officially adopted the
position that we could not achieve universal health insurance
unless we cut the high cost of health insurance in Minnesota
and America. I was given the job of organizing a discussion
within both organizations about how to achieve real cost containment. Those discussions went on throughout the latter
half of 1989, and occurred in a dozen cities throughout
Minnesota. In December 1989, both organizations endorsed
the single-payer solution.
At no time during those discussions did the people I worked
with adopt the Herndon Alliance/HCAN attitude that we had
to put our fingers in the wind before we endorsed a solution.
We certainly weren't oblivious to the power of our opponents;
in fact, the "political feasibility" question was front and center
throughout those discussions. Perhaps it was because polls
inquiring about public attitudes toward single payer were
nonexistent, or at least unknown to us, when we began our
deliberations. Perhaps it was because members of the discussion groups were not members of or close to the political elite
and therefore felt no need to temper their policy recommendations with a desire to make the elite comfortable. Perhaps it
was because many of us had devoted a substantial portion of
our lives to social change of one form or another and were comfortable with our own judgment, unaided by polls, that a
Medicare-for-all system was well within the mainstream of
American opinion. For whatever reason, it never once crossed
our minds that we ought to hire a pollster to convene focus
groups and conduct polls before we made up our minds about
what policy to endorse.
Instead, we did what people have done throughout the history of democracy: We reached out to as many individuals and
groups as our resources allowed, we did our best to present the
facts to each other and to hear each other out, and then we
made a decision. We endorsed a single-payer system.
Kip Sullivan is a member of the steering committee of the Minnesota chapter of Physicians for a National Health Program (www.pnhp.org). He is
the author of "The Health Care Mess: How We Got Into It and How We'll
Get Out of It" (AuthorHouse, 2006).
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Endorsers of Single-Payer National Health Insurance
Medical Organizations
American Association of Community Psychiatrists
American Medical Student Association (national and
chapters)
American Medical Women’s Association
American Nurses Association
American Public Health Association
CA Health Professional Student Alliance
California Nurses Association/National Nurses
Organizing Committee
Falls City Medical Society, Kentucky
Health Care for All Texas
Health Care for the Homeless, Inc.
Kentucky Psychiatric Medical Association
National Association of Social Workers
National Health Care for the Homeless Council
National Medical Association
New Mexico Network of Health Professionals for a
National Health Program
Local Governments
Alachua County Commissioners,
Gainesville, FL
Albany County, NY
Albany, NY
Allegheny County, PA
Ambridge, PA
Arcata, CA
Austin, TX
Baltimore, MD
Beaver County Commissioners,
Western PA
Bellingham, WA
Bergen County Board of
Freeholders, NJ
Bergen County New Jersey Chosen
Freeholders
Bloomington, IN
Boston, MA
Boyle County, KY
Camden, NJ City Council
Chicago, IL
Cortland County Legislature, NY

Puerto Rican College of Physicians and Surgeons
Faith Organizations
Assembly of the Urban Caucus of the Episcopal Church
Church Women United
General Board on Global Ministries of the United
Methodist Church
Presbyterian Health, Education and Welfare Association
of the Presbyterian Church (USA)
Social Justice and Ministry Committee of Saint John the
Baptist Parish, Collegeville, MN
Unitarian Universalists Association of Congregations
State Governments
Kentucky House of Representatives
Maine House of Representatives and Maine Senate
New Hampshire House of Representatives
New York State Assembly and New York Senate

Cortland, NY
Corvallis, OR
Detroit, MI
Erie, PA
Flint, MI
Gainesville, FL
Hamtramck, MI
Hancock County
Democratic Committee,
ME
Hoboken, NJ
Hudson County Board of
Freeholders, NJ
Indianapolis, IN
Ithaca, NY
Leon County Democratic
Executive Committee, FL
Livingston County, NY
Lorain County, OH
Lorain, OH
Louisville, KY
Marion County, IN
Morehead, KY
106

Morgantown, WV
New Albany, IN
Oberlin, OH
Philadelphia, PA
Pittsburgh, PA
Rensselaer County, NY
San Francisco, CA
Santa Cruz County, CA
Santa Cruz, CA
Schuyler County, NY
St. Lucie County, FL
The City of Englewood, NJ
Tompkins County, NY
Troy, NY
Tuskegee, AL
Ulster County, NY
University City, MO
Warren County, TN
West Hollywood, CA
Wilkinsburg, PA
Wilmington, DE

Civic/Community Organizations
Alliance for Retired Americans (ARA), Cape May
County, NJ Chapter #01042
American Library Association
Americans for Democratic Action
Amnesty International
City of Richmond Commission on Aging
Consumer Federation of America
Consumers Union
Forward Equality
Human Rights Justice Forum
League of Women Voters
Midcoast Health Care Reform (South Thomaston,
Maine)
National Council of Senior Citizens
National Family Farm Coalition
Our Bodies, Ourselves
OWL
Patriots for Change (Chagrin Falls, OH)

Labor Organizations
State AFL-CIOs:
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
International/national unions:
AFGE
AFM
AFSCME
AFT
CNA/NNOC
CSEA

Peace, Living Wage, Universal Health Care Coalition
(Wilmington, DE)
The U.S. Conference of Mayors
US Public Interest Research Group
Women’s Community Cancer Project (Cambridge, MA)
Political Organizations
Butte-Silver Bow County Democratic Central
Committee, MT
Chester County Pennsylvania Democratic Committee
Colorado Democratic Party
Democratic Party of Milwaukee County
Meyerland Area Democratic Club , Houston, TX
Progressive Democrats of America
Single-Payer Action Network (SPAN), Ohio
Skagit County Democratic Party
U.S. Green Party
West University Area Democrats, Houston, TX
Woolwich, Maine Democratic Committee

Georgia
Idaho
Indiana
Iowa
Kansas
Kentucky
Maine
Maryland-D.C.
Massachusetts
Michigan
Minnesota
Missouri

Montana
Nebraska
Nevada
New Hampshire
New Jersey
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon

Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Vermont
Washington
West Virginia
Wisconsin
Wyoming

CWA
IAM
IATSE
IFPTE
ILWU
NALC

NEA
OPEIU
SEIU
SMWIA
UA
UAW

UE
USW
UTU
UWUA
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Part 3
Single-payer national health insurance is the solution
Talking point 8:
Single payer removes corporate barriers to practicing medicine.
See: Grumbach, K. & Bodeheimer, T. (1990). “Reins or Fences? A Physicians’ View of Cost Containment.” Health
Affairs, Winter 120-126.

See: Hayes, G.J. Hayes, S.C., & Dystra, T. (1993). “Physicians Who Have Practiced in Both the United States and
Canada Compare the Systems.” Am J Public Health, 83, 1544-1548.
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Commentary

Reins Or Fences: A Physician’s View Of Cost Containment
by Kevin Grumbach and Thomas Bodenheimer
The days when American physicians could practice medicine unfettered by concerns of cost are rapidly vanishing. The emphasis of health
policy debate is no longer, “Should we attempt to contain costs?” but,
“How should we control costs?” In this context, the medical profession’s
traditional resistance to the setting of limits in any form is unlikely to
remain a credible position. Far more productive will be physicians’
engagement in the selection of cost containment strategies that best
preserve professional integrity and minimize disruption of patient care.
Expenditure targets and utilization review exemplify markedly different approaches to cost containment. Congress, following the recommendations of the Physician Payment Review Commission (PPRC),
recently adopted expenditure targets for the Medicare program despite a
highly visible campaign of opposition by organized medicine. Expenditure targets and expenditure caps are prominent cost containment strategies in other nations, most notably Canada and Germany. In contrast,
strict utilization review linked to payment decisions is a singularly American approach to cost control. Nearly 60 percent of private health insurance plans in the United States, in addition to Medicare and Medicaid,
1
now feature some form of utilization review. Yet, compared with expenditure targets, the rapid growth of utilization review appears to have
provoked far less organized opposition from American physicians.
In this Commentary, we discuss the different implications of expenditure targets and utilization review from the point of view of practicing
physicians. One of our principal considerations is the extent to which
these measures impinge on physicians’ clinical freedom. The analogy of
the medical commons provides an illustrative context for understanding
how physicians may experience the growing tension between pressures
to limit resources and desires for clinical freedom.
Kevin Grumbach is a family physician in the Department of Family and Community Medicine
and the Pew Health Policy Program at the University of California, San Francisco. Thomas
Bodenheimer is an internist in private practice in San Francisco and assistant cilinical professor at
the University of California, San Francisco.
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CO MME NTARY 1 21
The Medical Commons
The predicament of limited resources, both in health care and other
areas, has been likened to a herd of cattle grazing on a common pasture
2
of finite capacity. Adapting the analogy of the commons to the contemporary cost containment setting, the total grazing area may be regarded
as the entirety of economic resources in the United States. The smaller
pasture dedicated to health comprises a portion of that grazing area. The
herd represents the nation’s physicians, grazing on the financial resources
of the commons in the process of providing services to patients.
Physicians, guided by medicine’s moral imperative to “do everything
possible for the individual patient,” continually attempt to extend the
3
borders of the medical pasture. As health care costs as a percentage of
U.S. gross national product (GNP) rose from 5.2 percent in 1960 to 11.1
percent in 1988, the boundaries of the pasture dedicated to health care
steadily expanded within the overall societal commons.
But communities outside the medical pasture increasingly view the
herd as encroaching on resources needed for other pursuits. The organized
payers-government and employers-who plant much of the “green” on
the medical commons, are intent on protecting their larger commons
from what they see as the relentless expansion of the medical herd.
Conflict is intensifying between the contrary drives of physicians, seeking
maximum care for their patients in an era of scientific breakthroughs, and
the cost containment impulses of the payers planting the commons. The
unencumbered open range, like the American doctrine of manifest
destiny, is a thing of the past.
There are two fundamentally different manners of restraining resource
use on the commons: placing individual reins on each member of the herd
to control grazing on the open range (utilization review), or building a
fence around the medical pasture to limit the total area of grazing
available but leaving the individual cattle unharnessed (global budgetary
controls such as expenditure targets). Which form of restraint, reins or
fences, least threatens physicians’ clinical freedom?
Professional autonomy. It is important to define exactly what we mean
by “clinical freedom.” Physicians frequently wave the banner of professional autonomy with great rhetorical flourish and lack of precision. In
our view, clinical freedom is the ability of the physician to deliver medical
care to a patient without the uninvited imposition of outside influences
whose purpose is not the optimal health of the patient. Clinical freedom
allows physicians to fulfill their role as the patient’s agent in performing
those services believed beneficial to the patient’s well-being. It follows
that quality-assurance peer review conducted within hospitals and group
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practices should not be construed as a loss of autonomy; it is (or should
be) invited by the physician, with the goal of improved patient care.
Nor is clinical autonomy linked with the fees a physician receives.
Negotiation and regulation of fees by third-party payers is clearly warranted; it is the exceptional physician who expects to be paid whatever
he or she chooses to bill. But to the extent that cost-control mechanisms
wrest away from the physician the ability to determine the type and
quantity of services, physicians’ autonomy is reduced. Organized medicine frequently confuses freedom to set fees with clinical freedom. In
Canada, one member of the Ontario Medical Association testified in
opposition to the province’s policy to prohibit extra-billing of patients
above the government fee schedule: “It is our duty to ourselves, to medical
students now in training, and to those yet unborn who will carry on our
profession in the 21st century, to resist, in any and every possible way,
4
this mortal attack on our professional freedom.”
The “professional freedom” defended so assiduously in this case has
little to do with the notion of clinical autonomy we have proposed. In
their analysis of the controversy surrounding Canada’s extra-billing ban,
a Canadian physician and his colleagues concluded that “the end of extra
5
billing did nothing to interfere with clinical practice.” Unfortunately,
appeals about professional autonomy, when the issue is really economic
gain, simply create confusion in instances when clinical autonomy or the
health of patients is genuinely at risk. True clinical freedom is important
to patients as well as physicians. Patients should have the right to consult,
and make decisions with, their physician under conditions of privacy, free
from the interference of outside parties whose primary interest in the
patient/ physician interaction is to reduce the costs of that interaction.
Economic realities dictate that the era of absolute clinical autonomy
is over. Whether by reins or fences, physicians will have to consider costs
when making clinical decisions. Different cost containment strategies
may, however, impinge on clinical freedom in very different ways.
Reins And Fences: Cost Control And Clinical Autonomy
Utilization review. Let us now return to the medical commons and
explore the impact of two contrasting cost-control methods on clinical
autonomy. Utilization review (“reins”) is the surveillance of and intervention in the clinical activities of physicians through such methods as
preadmission authorization for hospital care, concurrent review of lengthof-stay, mandatory second opinions, and retrospective claims review.
Holding the reins are agents of the payers-peer review organizations
(PROS) or cost management firms-who tighten them whenever physi-
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cians are perceived to be grazing outside the perimeter of practices found
acceptable to the payer. The most stinging forms of utilization review
employ the prod of payment denial for services received. (Total payment
denial for legitimate services, in contrast to fee schedules, does have an
impact on clinical freedom because it provides a 100 percent negative
incentive for providing certain services.)
Supporters of utilization review might argue that this cost-control
method selectively eliminates unnecessary services and is thus justified
as a clinical intrusion on quality-of-care grounds. There is evidence that
physicians in the United States perform large numbers of inappropriate
procedures and suspicion that much of what constitutes “appropriate”
6
standards of practice lacks proven efficacy. But does utilization review
really catch the “stray cattle” grazing unnecessarily, apart from the accepted standards of the herd, without restricting the clinical autonomy
of more conscientious physicians?
Tarnishing such an ideal vision of utilization review is a pervasive
uncertainty about exactly what constitutes appropriate care. In one study
of the utilization review decisions of Arizona’s Medicare PRO, two
community physicians conducted a blind review of hospital admissions
previously evaluated by the PRO. The community physician reviewers
would have denied 28 percent of the admissions approved by the PRO
and would have allowed 39 percent of the admissions denied by the PRO.
Worse yet, the two community reviewers disagreed with each other in 48
7
percent of the cases. In another study, The RAND Corporation convened a panel of experts to review detailed medical records of Medicare
patients receiving coronary angiography, upper gastrointestinal endoscopy, or carotid endarterectomy. Even among these experts, there was
“substantial disagreement” about the appropriateness of 25 percent of the
8
endoscopies and 32 percent of the endarterectomies.
A physician writing in The New York Times described making daily
visits to a patient terminally ill with lung cancer during the last eighteen
days of her life. The patient was increasingly short of breath, weak, and
unable to eat; decisions on her care had to be made daily. The physician
9
was told by Medicare that the visits were medically unnecessary. The 73
percent of American physicians who have experienced Medicare claims
denials no doubt could add many examples of the difficulty distinguishing
10
between appropriate and inappropriate care. Even strict practice guidelines, currently under development, will likely be unable to eliminate the
gray areas of uncertainty that color so much of what William Osler called
“an art which consists largely in the balancing of possibilities.”
The harness and prod of utilization review have turned American
physicians into the most “second-guessed and paperwork-laden physi-
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cians in western industrialized democracies.” Utilization review also
requires a large bureaucratic force to ride the herd, holding the reins of
the many individually harnessed cattle. It is no wonder that the United
States has the highest ratio of health care bureaucrats to health caregivers
in the developed world, causing the administrative costs of the American
health system between 1980 and 1986 to grow at more than double the
12
rate of overall health cost increases. Proposals to expand current utilization review practices into the ambulatory sector (as currently planned by
public and private payers) are daunting. Former Health Care Financing
Administration head William Roper admitted that “the task of monitoring 11 million admissions from 7,000 hospitals for 475 DRGs [diagnosisrelated groups] pales in comparison with that of reviewing 350 million
13
bills from 500,000 physicians for 7,000 different procedure codes.”
Expenditure targets. An alternative to the rein is the fence: a global
boundary that surrounds the medical commons, setting clear limits on
the amount of money budgeted for the health system. “Fences” are
exemplified in expenditure targets; global budgeting of hospitals, as
occurs in Canada and many European nations, is a related strategy.
International experience suggests that fences are far more effective than
individually placed reins in controlling costs, since they set defined
budgetary limits and avoid the bureaucracy factor required by utilization
14
review. But what is the impact of fences on clinical autonomy?
In contrast to utilization review, global limits such as expenditure
targets focus on the collective behavior of large groups of doctors and
patients, rather than on individual physician/ patient encounters. If physicians as a group provide so many services that budget targets are exceeded,
fees are adjusted downward, creating a general incentive for more judicious use of resources. While strict global limits delineate boundaries on
the common that circumscribe the ultimate clinical freedom “to do
everything possible,” these boundaries distance the cost-control process
from day-to-day clinical decisions. Without the constant intrusion of
external utilization review, clinical autonomy is enhanced.
If the physician community finds that certain members of the herd are
growing fat by consuming too much greenery at the expense of others, it
becomes the responsibility of the profession to discipline such greedy
members. With the development of medical practice parameters operating within global expenditure controls, collegial action against the errant
individual is possible, making use of quality assurance bodies within
15
medical societies and hospital staffs.
Naturally, the construction of fences will create difficulties. Where to
16
place the fence will occasion negotiation and strife. The locus of the
battle will shift from the bureaucratic conflict of utilization review to the
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political conflict of global budgeting-in the words of Canadian econo17
mist Robert Evans, from “diffuse distress” to “orchestrated outrage.”
Nonetheless, global budgetary methods allow physicians to exercise
internal professional review against a few outliers, while utilization review
requires outside agents to scrutinize the daily decisions of all physicians.
Fences such as expenditure targets and caps also may compel physicians
to recognize an additional fact: the medical commons becomes increasingly crowded as the physician-to-population ratio grows. While most
industrialized nations are experiencing increases in physician supply, this
trend is particularly dramatic in the United States. Global budgetary
strategies may give the medical profession a greater incentive to collaborate with government and teaching institutions to exert greater
“population control” over the physician herd.
Conclusion
Traditionally, organized medicine in the United States has been most
vigorous in lobbying against fee controls and budgetary limits and, in
particular, against vesting in a publicly administered universal health care
system the authority to erect fences in a global fashion. Uwe Reinhardt
has commented on the irony of this political strategy:
The less tightly society controls the overall capacity of its health system and the
economic freedom of providers to...price their services as they see fit, the more
direct appears to be the private or public payer’s intrusion directly into the
doctor-patient relationship- the less clinical freedom at the level of treatment
will payers grant the providers. In fighting as tenaciously as they have for the
principle of free enterprise in medicine.. . American physicians seem unwittingly
to have surrendered much of their clinical freedom-a freedom still enjoyed to
18
a much greater extent by their colleagues abroad.

In the absence of fences around aggregate costs, payers will have no
recourse but to tighten individual harnesses on physicians in an attempt
to better restrain expenditures.
No cost containment approach will be entirely free of discomfort for
physicians. As our nation continues to experiment with different cost
containment measures, we believe physicians and policymakers should
carefully consider factors such as clinical autonomy when evaluating
these measures. American physicians are likely to experience continuing
erosion of their clinical freedom as long as utilization review remains a
prominent feature of U.S. cost containment policy. Global budgetary
strategies represent a more effective and less cumbersome alternative.
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Part 3
Single-payer national health insurance is the solution
Talking point 9:
Medical malpractice systems can be harnessed to ensure better
quality and lower costs through single payer.
See: Schiff, G. (2003). “Medical Malpractice. Health Care Quality and Health Care Reform,” Forum Report #4. PNHP
NY Metro.
See: Canadian Health Services Research Foundation. (2006). “Mythbusters: Medical malpractice suites plague
Canada.”
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Medical Malpractice, Health Care Quality
And Health Care Reform
The discussion below is based on a presentation by
Gordon Schiff, MD on May 20, 2003
Notes and reflections by Oliver Fein, MD, Chair,
NY Metro Chapter, PNHP
A crisis in medical malpractice is much in the
news these days. The premiums that physicians
pay for their malpractice insurance have been
escalating in many parts of the country. What are
the causes of this crisis, and how does it relate to
health care reform?
The most important goals of a medical malpractice system are (1) to reduce preventable medical
injury; and (2) to provide fair and timely compensation to injured persons. But several studies (Brennan
TA, N Engl J Med 1991; 324:370) show:
• 98% of patients who have been negligently
harmed receive no compensation.
• 83% of physicians who are sued for malpractice have not acted negligently.
Conclusion: Our present malpractice system is
not working, either for patients or physicians.
There is no consensus on the cause of the
malpractice crisis or its cure: The AMA feels the
causes are: (1) increased frivolous law suits, (2)
excessively high monetary settlements and jury
awards, (3) greedy trial lawyers, and (4) irrationally angry patients. The AMA’s solution is to cap the
non-economic component of awards, given for
pain and suffering, at $250,000.
Limits on awards are not the solution. Numerous
studies show that excessive awards are not the
cause of the problem:
• Only two states with caps have experienced
flat or declining premiums; 19 states that have
implemented these limits have seen premium increases from 1991 to 2002 averaging 48.2%; 32
states without caps saw premium increases of only
35.9% over the same period (Weiss Ratings, Inc. in
Crain’s Health Pulse, June 9, 2003).
• In New Jersey, where doctors and insurers
have been vociferous in blaming rising malpractice
premiums on skyrocketing payouts, data on settlements, awards, and other payout for 2001-2003

shows that “the total payout declined [by 24%]
even as doctors saw steep increases in their
malpractice premiums.” (Newark Star-Ledger,
June 9, 2004)
• In Texas, where caps on non-economic damages have just been passed, one of the nation’s
largest medical-malpractice insurance companies
told regulators they would save only 1% in total
payouts. (Wall Street Journal, October 28, 2004)
• New York has more malpractice awards than
any other state, but the number of such awards has
remained about the same during the last decade,
both in New York and nationwide. The data shows
steady increases in the size of malpractice awards
over this period, but these rose no faster than the
overall cost of medical care. (Perez-Pena R, NY
Times, May 21, 2003)
A more comprehensive approach is necessary. It
should recognize that (1) malpractice premiums
are rising because insurance companies lost investment income in the recession, not because of
extravagant awards; (2) increased use of technology in medicine contributes to the higher incidence
of adverse events; and (3) negligence may reflect
system failures as a result of the way medical care
is organized and paid for. As an example, for-profit
HMOs force doctors to see more patients per hour
and provide them with financial incentives to withhold care, contributing to growing distrust in the
doctor-patient relationship.
Some facts are not disputed:
• The cost of malpractice premiums is less than
1% of total national health expenditures. In 2000, the
average premium was $18,400 per doctor per year,
but this varies by state and specialty — some
(over)
Dr. Gordon Schiff is Past President and current Board
member of Physicians for a National Health Program
(national). He is a senior attending physician and Director
of Clinical Quality Research and Improvement in the
Department of Medicine at Chicago’s Cook County Hospital.
He is Associate Professor of Medicine at Rush Medical
College, principal investigator of the Cook County-Rush
Developmental Center for Research in Patient Safety project
examining diagnosis errors, and author of numerous articles
related to medical informatics, quality improvement, patient
safety, and medication usage quality.
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obstetricians and neurosurgeons pay over $100,000/
year. (AMA, Trends in the Physician Market, 2003)
• The total cost of “defensive medicine,” i.e.,
unnecessary care provided solely to look good in
case of a malpractice claim, is about 2% of
national health expenditures. (Bodenheimer TS,
Grumbach K, Understanding Health Policy, Lange
Medical Books, 2002)
PNHP has not adopted a formal position on
malpractice reform. However, we must not advocate taking away patients’ legal rights, particularly
when these are perceived as the only way to hold
doctors, hospitals, HMOs, and other providers accountable for medical errors and negligence. We
must focus our fight on equitable access to quality
health care for all — that is, on a single payer
national health insurance (NHI) program, recognizing that such a program promises to significantly
reduce the malpractice problem:
1) Single payer NHI will reduce malpractice
costs, because the costs of any medical care
needed as a result of an injury will be covered
within the NHI system.
2) Single payer NHI will foster a single data system,
which has the potential to improve patient safety by
enabling the disclosure and tracking of systems
problems and thereby reducing medical errors.
3) Single payer NHI will eliminate financial
barriers to access as well as any incentives for
providers to avoid seeing complicated and sick
patients or to withhold care. This will lead to
increased trust between doctor and patient.
4) Options other than caps on non-economic
damages must be explored including: (a) use of
practice guidelines to help reduce negligence; (b)
alternative dispute resolution mechanisms such
as
mediation
and arbitration;
(c) no-fault rePAST FORUM REPORTS
form, providing
April 2002: The Future of Medicare:
compensation
Towards Medicare for All? with
Bruce Vladeck, PhD
to
patients
February 2003 — Forum Report
whether or not
#1. Paying for a Single Payer
the injury is due
National Health Insurance
Program: Where Will the Money
to negligence;
Come From? with Leonard
(d) enterprise liRodberg, PhD
ability making
March 2003 — Forum Report #2.
institutions such
Responding to Health Care
Cutbacks/Building the Movement for
as
hospitals,
Universal Health Care: Can We Do
large
group
Both? Roger Toussaint, Judy Wessler,
MPH, and Joanne Landy, MPH
practices, and
April 2003 – Forum Report #3.
HMOs responsiHealth Care Disparities, Health
ble for comCare Justice, and Health Care
Reform: Race, Politics, and Money
pensating mediMaya Rockeymoore and Marcia
cal
injuries,
Bayne Smith, DSW
thereby
creating
Contact us for order information.
incentives
for

123

institutions to improve the quality of care offered
in their institution.
PNHP’S VISION
MARKETPLACE MEDICINE
Fair — all contribute/all benefit Rationed by ability to pay
Generous
Mean spirited/arbitrary
Frugal
Wasteful
Inclusive
Exclusionary
especially the sick
avoid the sick
Choice/autonomy
Restrictions
Access
Barriers
Trust
Rules
Accountability
Unregulated
Commitment
Flexibility
Longer time horizons
Short-term profitability
Public/open/sharing
Trade secrets
Academic/Professional values Commercial (near criminal) values
Chart by Gordon Schiff, MD

There are, then, two contrasting approaches to
the health care system, and these lead to very
different views of and approaches to the malpractice problem:
While each of these dichotomized one-word soundbite-concepts simplifies complex issues and debates,
analysts of the U.S. health system and advocates for
reform are converging in a critique of those people
and ideas on the right. Malpractice — both poor care
and a climate generating lawsuits — is only exacerbated by market approaches to the provision of care,
and they can only be fundamentally addressed by
non-market professional values and approaches.

Conclusions:
1. The medical malpractice crisis is real: High
premiums are driving doctors to retire early, move
to states with lower premiums, and limit procedures they perform. This limits patients’ access to
health care.
2. The solution must be comprehensive reform,
not caps on non-economic damages. PNHP supports increasing patients’ access to health care
rather than taking away patients’ legal rights.
3. Single payer NHI will go a long way toward
solving the malpractice crisis by
removing the cost
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Myth: Medical malpractice lawsuits plague Canada

T

he growing threat of a lawsuit is a handy
explanation for a range of physician behaviours,
including defensive medicine through excessive
test ordering and avoiding certain areas of practice,
types of patients, or forms of collaboration.
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Healthcare professionals and the public perceive
that malpractice claims in Canada are increasing
dramatically. Their perception is that doctors are
making more mistakes and/or that citizens are
much more likely to sue than they were in the
past. Ironically, this perception may be in part
due to a new culture of openness and patient
safety in healthcare — hospitals now go public
about systemic errors, such as in 2004 when two
Calgary patients died after being given potassium
chloride rather than sodium chloride.i
When the Canadian Health Services Research
Foundation first looked at the data in 2004, we saw
that malpractice claims against doctors had actually
been dropping steadily for some time. A new look at
the data confirms that doctors are in fact much less
likely to get sued than in the past.

The tale of the tape
In Canada, most doctors receive malpractice
protection from the Canadian Medical Protective
Association, which tracks the number of legal
actions launched and the amounts paid out to
successful cases. The numbers are startling.
In the 1990s, the association found an increase in
the number of malpractice lawsuits, peaking in 1996
when 1,415 lawsuits were filed, leading both doctors
and lawyers to sound the alarm. However, the numbers have dropped steadily since 1996, to 1,083 in
2004, a 23-percent decrease.ii Moreover, an increasing proportion of lawsuits that go to trial have
judgments in favour of doctors — 82 percent in
2004, up from 73 percent in 1994.ii

124

It’s also worth noting that patients are making fewer
complaints about doctors to regulatory bodies. In
the province of Saskatchewan for example, the
College of Physicians and Surgeons received 150 formal complaints in 2004, compared to a high of 207
in 2000, even though the number of physicians in the
province remained steady.iii, iv, v Part of this shift can
be attributed to the college’s increasing use of alternative, informal interventions that address patient
concerns more quickly than the formal system.v
People might think the number of lawsuits is going
up because the amounts awarded in court decisions
and settlements continue to increase. In 1995, the
protective association paid an average of $181,281
per case for lawsuits that were successful or were
Number of lawsuits filed in Canada

settled out of court. Payments peaked in 2001, when
the average was $371,300 (mostly due to a single
large class-action suit). For 2004, the last year for
which data are available, the association paid an
average $300,692 per case — a 66-percent increase
over 1995.ii
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Average payments by CMPA*

People probably believe lawsuits are on the rise
because of isolated media reports about highprofile, high-cost cases. And while the data show
the number of claims is a shrinking problem, even
one multi-million dollar case could be enough to
skew not only our perception of the problem, but
the dollar figures as well.
*
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While the average amount awarded in 2001 is the largest ever, it was
strongly affected by a single class-action lawsuit. This class-action suit
accounted for 86 percent of the increase over 2000. The average is found
by dividing the total amount paid by the CMPA by the number of lawsuits
that were successful for the patient plus the number of cases settled out
of court. Canadian Medical Protective Association 2002 Annual Report.

Part 4
Myths and facts
Myth 1:
Alternative proposals for reform, such as the Affordable Care Act and
incremental state-level approaches, can achieve affordable, universal
coverage.
Fact: The Affordable Care Act (“Obamacare”) will leave 30 million uninsured in 2023; will
retain our fragmented financing system, making it impossible to control costs; and will not
eliminate medical bankruptcy.
Fact: Single payer is the only reform that will simultaneously grant universal coverage
while controlling costs.

See: Nardin, R., et. al. (2013). “The Uninsured After Implementation Of The Affordable Care Act: A Demographic
And Geographic Analysis.” Health Affairs Blog, June 6, 2013.

See: Woolhandler, S. & Himmelstein, D.U. (2013). “Life or Debt: Underinsurance in America.” J Gen Intern Med, April
25, 2013.
See: Himmelstein, D.U. & Woolhandler, S. (2010). “Obama’s Reform: Not Cure for What Ails Us.” Brit Med J, 340,
c1778.
See: Angell, M. (2008). “Health Reform You Shouldn’t Believe In.” The American Prospect, April 21.

See: Himmelstein, D.U., Thorne, D., & Woolhandler, S. (2011). “Medical Bankruptcy in Massachusetts: Has Health
Reform Made a Difference?” Am J Med, 124, 224-228.

Fact: State health reforms over the past two decades have failed to reduce the number of
uninsured.

See: Woolhandler, S., Day, B., & Himmelstein, D.U. (2008). “State Health Reform Flatlines.” Int J Health Serv, 38, 585592.
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The Uninsured After Implementation Of The Affordable Care Act:
A Demographic And Geographic Analysis
By Rachel Nardin, Leah Zallman, Danny McCormick, Steffie Woolhandler, and David Himmelstein
The Affordable Care Act (ACA) proposed expanding health
insurance coverage by: (1) requiring states to offer Medicaid to
people with incomes up to 138 percent (133 percent plus a 5
percent income disregard) of the federal poverty level (FPL),
with most of this expansion funded federally; and (2) offering
subsidies to help those with incomes up to 400 percent FPL
purchase private insurance through newly created insurance
exchanges. The Congressional Budget Office (CBO) estimated
in March 2012 that the ACA would newly insure 30-33 million
people, leaving 26-27 million uninsured in 2016.
In June 2012, however, the Supreme Court ruled that states
may opt-out of Medicaid expansion. Since then, the governors
of 14 states have announced their intention to opt-out, 6 are
undecided, 3 are leaning against, and 2 toward the expansion.
Opt-outs will likely leave several million more uninsured, but
little is known about who is likely to remain uninsured under
the ACA.
To estimate the number and characteristics of U.S. residents
who will remain uninsured in 2016, we analyzed data from the
Census Bureau’s 2012 Current Population Survey, a nationally
representative survey of the non-institutionalized U.S.
population.
Methods
We first categorized states as undeclared, opting in (or leaning
toward opting in), or opting out (or leaning toward opting
out) of Medicaid expansion. We then examined the projected
demographic characteristics of the uninsured population under
two scenarios: (1) that all undecided states opt-in and (2) that
all undecided states opt-out.
Our projections assume that in opt-out states, 90 percent of
currently uninsured people with incomes below 138 percent
FPL will remain uninsured, along with 75 percent of uninsured
people with incomes above 138 percent FPL. For opt-in states
we assume that 40 percent of currently uninsured people with
incomes less than 138 percent FPL will remain uninsured, along
with 60 percent of uninsured people with incomes above 138
percent FPL. These assumptions are consistent with published
take-up rates for public programs, prior publications, and CBO
estimates regarding ACA implementation.

Results
We found that if all currently undecided states opt-in, 29.8
million people will remain uninsured, whereas if all opt-out, the
number of uninsured will total 31.0 million, 1.2 million above
the opt-in scenario.
Exhibit 1 displays the current number of uninsured in each
state and the number who will likely remain uninsured under
opt-in and opt-out. For states that are opting out, this choice
will lead to a decrease in the number of uninsured of only
approximately 17 percent, rather than the approximately 50
percent decrease had they opted in.
Exhibit 2 shows the demographic characteristics of the
uninsured currently and post-ACA under our best and worst case
scenarios. Overall, the ACA will minimally alter the demographic
composition of the uninsured, regardless of whether undecided
states opt-in or out. While Blacks and Hispanics will continue
to be overrepresented among the uninsured, the majority will
be non-Hispanic, white, low-income, working-age adults, many
of them employed. The majority (around 80 percent) of the
uninsured will be U.S. citizens, irrespective of states’ acceptance
of Medicaid expansion. More than 4.3 million children and
nearly 1.0 million veterans will remain uninsured under either
scenario.
Implications
The Supreme Court’s decision to allow states to opt-out of
Medicaid expansion weakens the ACA’s impact. Because the
ACA also reduces funding to safety-net hospitals, states’ refusal
to expand Medicaid will likely result in both medical and
financial hardship for vulnerable Americans.
Our finding that, following the ACA, only 20 percent of the
uninsured will be noncitizens (some of whom reside here
legally) runs counter to the common perception that the ACA
will cover virtually all legal residents.
The ACA will leave tens of millions uncovered. It will do little
to alter racial disparities in coverage. It will also perpetuate
disparities in access based on state of residence. The ACA,
whatever its merits, will fall well short of its stated goal of
providing affordable care for all Americans.
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ife or debt.
L Millions
of our patients face that choice, including
many with insurance.
Health reform has focused on America’s 50 million
uninsured. But the predicament of the underinsured is also
dire, and they will find less solace in the Affordable Care
Act (ACA).
In this issue of JGIM, Magge et al.1 cast welcome light
on the plight of insured, low-income (0–125 % of poverty)
families. More than a third of them met criteria for
“underinsurance”; 31.5 % devoted more than 5 % of their
meager incomes to medical expenses, while many skipped
or delayed needed care or medications because of costs.
Not surprisingly, Medicaid enrollees fared somewhat
better than those with private coverage. Medicaid has
generally been more comprehensive than private insurance,
with minimal cost-sharing. However, Medicaid’s low fees
have caused many physicians and hospitals to shun
Medicaid, compromising enrollees’ ability to get
appointments—a problem that wouldn’t show up in
Magge’s analysis.
While among low-income insured individuals whites
were at higher risk of underinsurance, a much higher share
of all Blacks and Hispanics are uninsured or low-income.
Hence, the low-income uninsured and underinsured account
for a larger proportion of the total Black and Hispanic
populations.
Magge’s research extends previous findings indicating a
steady erosion of the financial protection offered by health
insurance. Farley’s analysis of the 1977 National Medical
Expenditure Survey (NMES) found that 12.6 % of individuals with private coverage had a 1 % annual
probability of incurring out-of-pocket medical expenses
exceeding 10 % of family income (one of several alternative
definitions of underinsurance that she explored).2 Using
this same definition, underinsurance had increased to 29
million persons, 18.5 % of those with private coverage
by 1994.3
The NMES’ successor—the Medical Expenditure Panel
Survey (MEPS)—has not released the insurance benefit

schedules needed to replicate Farley’s definition. But more
recent studies indicate that the ranks of the underinsured
continue to grow.
Between 1996 and 2003, among individuals with
employer-based coverage, the share with health expenditures (including premiums) exceeding 10 % of family
income increased from 14.2 % to 18.2 %.4 The burden
was especially heavy on the poor (among whom 33.3 %
spent>10 % of income); on those in fair or poor health
(32.3 %); and on those with chronic conditions such as
diabetes (39.1 %), hypertension (30.9 %) or a mental
disorder (29.2 %).4
Using an alternative definition—inflation-adjusted outof-pocket spending > $5,000 (excluding premiums)—
underinsurance among households headed by a workingage adult with full-year coverage increased from 2.6 % to
4.5 % between 1999 and 2006. Among households that
included someone with a hospitalization, underinsurance
rose from 7.2 % to 11.6 %.5
A series of surveys of non-elderly adults by the Commonwealth Fund estimated underinsurance at 9 % in 2003,
increasing to 16 % in 2010;6 the proportion spending > 10 %
of income on out-of-pocket costs and premiums rose from
21 % in 2001 to 32 % in 2010.
Striking evidence of widespread underinsurance also
comes from the bankruptcy courts. Nearly 1.2 million
families seek bankruptcy protection annually; medical bills
or illness contributed to 62 % of filings in 2007—a 49.6 %
increase since 2001.7 Sixty percent of the medically
bankrupt had private coverage at the onset of the
bankrupting illness; only 22 % were uninsured.7
Several studies have shown that skimpy insurance
menaces more than just financial health. In the Rand Health
Insurance Experiment, the only randomized trial of cost
sharing, high deductibles didn’t harm affluent, healthy
patients, but increased the risk of dying by 21 % among
lower income, sicker participants.8 That study almost
certainly understates the hazard of underinsurance, because
it excluded the poorest and sickest individuals (i.e. those
most likely to be harmed). Moreover, it predated widespread adoption of several life-prolonging therapies such as
beta-blockers, ACE inhibitors, and statins, whose use is
decreased by copayments.
In a large national survey in 2007, 29 % of individuals
with high-deductible plans vs. 16 % with low deductibles
reported delaying or avoiding care due to cost.9 Disturb-
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ingly, in a study of patients hospitalized with acute
myocardial infarction, underinsurance predicted pre-hospital
delays (OR 1.21 compared to the well-insured).10
Many hope that the ACA will fix both uninsurance and
underinsurance. Once fully implemented, it will expand
coverage by about 26 million, eliminate lifetime benefit
caps which have ensnared a few thousand families annually,
and ban pre-existing condition exclusions.
But, paradoxically, the ACA may actually increase the
number of underinsured. About 40 % of those gaining
coverage will get Medicaid. As Magge shows, many current
Medicaid enrollees are woefully underinsured. Moreover,
CMS looks set to allow state Medicaid programs to demand
copayments and deductibles, even from the poorest of the
poor. Several states have already reduced benefits, cut
provider payments, and narrowed provider networks.11
Hence, underinsurance among Medicaid recipients will
probably increase. More ominously, the White House is
encouraging state officials to use federal Medicaid expansion funds to purchase private insurance,12 a shift likely to
raise both taxpayers’ costs and poor patients’ copayments.
The new private coverage offered to near-poor and
middle income individuals through insurance exchanges
will also leave many underinsured. Bronze plans—the
minimum coverage mandated by the ACA—will cover
only 60 % of average medical expenses; silver plans
will cover 70 %. That’s far worse than the roughly
80 % coverage under today’s average job-based
policy—equivalent to the ACA’s Gold plans. (A complex system of sliding-scale discounts on copays and
deductibles available to some of those with incomes
138 %–250 % of poverty will offset some, but not all,
of the near-poor’s cost-sharing.)
In concrete terms, a 56-year-old making $45,900
(399 % of poverty, and hence eligible for premium
subsidies) will pay an estimated $4,361 in premiums for
individual Bronze coverage, and up to $4,167 in
additional deductibles and copayments for covered
services.13 At 401 % of poverty ($46,100) subsidies
disappear; the mandatory premium would be $10,585,
with out-of-pocket costs for covered services capped at
$6,250. In effect, the federal government has lent its
imprimatur to skimpy plans (long-promoted by private
insurers) that offer scant protection from pauperization.
Little wonder that expanded coverage under the
Massachusetts reform (where Medicaid has remained
comprehensive, and the Bronze plans’ actuarial value is
70 % vs. the ACA’s 60 %) yielded no reduction in
medical bankruptcies.14
Unfortunately, both Massachusetts and the ACA
eschewed the social insurance approach which makes care
free at the time of use, puts the burden of health costs on
those most able to pay—the healthy and wealthy—and
relies on readily enforced global budgets for cost control.
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Instead, they embraced market-based policies that demand
far more (percentage wise) from the middle class than the
rich, and compound the misfortune of illness with financial
penalties. Such policies conflate patients seeking care with
price-sensitive consumers whose voracious appetites for
excessive services must be curbed.
International evidence indicates that cost-sharing is neither
necessary nor particularly effective for cost control; the U.S.
has high cost-sharing and the highest costs. Canada, which
outlawed copayments and deductibles in 1981, has seen both
faster health improvement and slower cost growth.15 Canadian
provinces control costs by tax-based funding; global hospital
budgeting; binding, negotiated physician fee schedules; and a
simple unified single-payer structure that minimizes administrative burdens and costs. Scotland, which has eschewed
market-based policies and patient payments—even going so
far as to abolish parking fees—has costs about half those in the
U.S. Scots view patients as owners of their health care system,
not its customers.
Magge’s sobering data remind us that wish-it-wouldwork health reforms such as the ACA won’t end the
unnecessary suffering that fragmented, market-oriented
health financing inflicts on patients. Only thoroughgoing,
evidence-based reform will do that.
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OBSERVATIONS: U.S. HEALTH REFORM

Obama’s reform: no cure for what ails us
By David U. Himmelstein and Steffie Woolhandler
As the applause fades for President Obama’s health reform,
David Himmelstein and Steffie Woolhandler fear that the new
law will simply pump funds into a dysfunctional, market driven system
It was a stirring scene: President Obama signing
the new health reform law before a cheering crowd,
and a beaming vice president whispering in his ear,
"This is a big fucking deal." As doctors who have
labored for universal health care we’d like to join the
celebration, but we can’t. Morphine has been dispensed for the treatment of cancer – the reform may
offer a bit of temporary relief, but it is certainly no
cure.
The new law will pump additional funds into the
currently dysfunctional, market driven system, pushing up health costs that are already twice those in
most other wealthy nations. The Medicaid public
insurance program for poor people will expand to
cover an additional 16 million poor Americans, while
a similar number of uninsured people with higher
incomes will be forced to buy private policies. For
the "near poor" the government will pay part of these
private premiums, channeling $447 billion in taxpayer funds to private insurers over the next decade.
Unfortunately, private insurers win in the marketplace not through efficiency or quality but by maximizing revenues from premiums while minimizing
outlays. They pursue this goal by avoiding the sick
and forcing doctors and patients to navigate a byzantine payment bureaucracy that currently consumes
31 percent of total health spending. The health
reform bill’s requirement that uninsured people buy
insurers’ defective products will fortify these firms
financially and politically.
Meanwhile insurers will exploit loopholes to
dodge the law’s restrictions on their misbehaviors.

For instance, the limit on administrative overheads
will predictably elicit accounting gimmickry, for
example by relabeling some insurance personnel as
"clinical care managers." While insurers are prohibited from "cherry picking" – selectively enrolling
healthy, profitable patients – they’ve circumvented
similar prohibitions in the Medicare health maintenance organizations (HMOs). The ban on revoking
policies after an individual falls ill similarly replicates existing but ineffective state bans.
Sadly, even if the reform works as planned, 23 million people will remain uninsured in 2019.
Meanwhile the public and other safety net hospitals
that uninsured people rely on will have to endure a
$36 billion cut in federal government funding.
Moreover, many Americans will be left with coverage so skimpy that a serious illness could lead to
financial ruin. At present, illness and medical bills
contribute to 62 percent of all bankruptcies, with
three-quarters of the medically bankrupt being
insured. The reform does little to upgrade this inadequate coverage; it mandates that private policies
need cover only 70 percent of expected medical costs.
The president has often promised that "if you like
your current coverage you can keep it." Yet
Americans who now get job based insurance will be
required to keep it – whether they like it or not. And
many who receive full coverage from an employer
will face a steep tax on their health benefits from
2018.
Soaring costs and rising financial strains seem
inevitable, despite claims that the reform will "bend
the cost curve." Computer vendors have trumpeted
imminent cost savings for half a century (see, for
instance, a video made by IBM in the 1960s, available
at http://bit.ly/cckdtB). Prevention, though laudable,
does not generally reduce costs. Windfalls from
prosecuting fraud and abuse have been promised
before. The new Medicare advisory board merely
BMJ 2010;340:c1778
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tweaks an existing panel. Without an enforcement
mechanism, stepping up comparative effectiveness
research cannot overcome drug and equipment makers’ promotion of profligate care. Existing insurance
exchanges where patients can compare and shop
among private plans haven’t slowed growth in costs
for public workers nationally or in California. And
the mandated experiments with capitated payment
systems are warmed-over versions of President
Nixon’s pro-HMO policies and subsequent failed initiatives to fix America’s health cost crisis through
managed care.
Experience with reforms in Massachusetts in 2006
– the template for the national bill – is is instructive.
Our state’s costs, already the highest of any state,
grew by 15 percent in the first two years after reform,
twice the national rate. Moreover, capitated physician groups had costs at least as high as those who
were paid on a fee for service basis. Meanwhile, after
initial improvements in the state, access to care has
begun to deteriorate, and the state has begun to cut
back coverage.
Overall, President Obama’s is a conservative bill,
drafted in close consultation with the drug and
insurance industries. Its modest salutary provisions
– such as an extra $1 billion a year for community
health centers and the expansion of Medicaid – mirror measures that have been passed even under
Republican regimes. Its central tenet, that the gov-

ernment should force citizens to buy coverage from a
for-profit firm, was first proposed by Richard Nixon
when faced with the seeming inevitability of national health insurance in 1972. Similarly, Mitt Romney, a
favorite of conservatives, embraced the Nixon
approach as Massachusetts governor in 2006, a
stance he has now abandoned. Democrats, having
retreated from their traditional push for national
health insurance, freed Republicans to move still further to the right.
Throughout the reform debate we, and the 17 000
others who’ve joined Physicians for a National
Health Program, advocated for a far more thoroughgoing reform: a non-profit, single payer national
health insurance program. We will continue to do so.
Our health care system has not been cured or even
stabilized. For now, we will continue to practice
under a financing system that obstructs good patient
care and squanders vast resources on profit and
bureaucracy.
Passage of the health reform law was a major political event. But for most doctors and patients it’s no
"big fucking deal."
David U. Himmelstein, M.D., is associate professor of medicine at Harvard Medical School and Steffie Woolhandler,
M.D., M.P.H., is professor of medicine at Harvard Medical
School. They are also co-founders of Physicians for a National
Health Program.
BMJ 2010;340:c1778
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Health Reform You Shouldn't Believe In
What the Massachusetts experiment teaches
us about incremental efforts to increase
coverage by expanding private insurance.
Marcia Angell | April 21, 2008

F

OR ALL THEIR PROMISE OF
change, Democrats are remarkably timid about changing the
health-care system. The system
now costs twice as much per person as
those of other advanced countries and
delivers worse average outcomes. It prices
tens of millions of people out of health
coverage altogether and limits care for
countless others. Yet leading Democrats
are clinging to this system, proposing to
cover more people but not changing the
system itself except at the margins. The
timidity extends to choice of words. No
one is supposed to say “single-payer” or
“national health insurance” anymore,
because that is “politically unrealistic”;
the most we are allowed is to talk of
reforming the system incrementally so
that someday it will morph into “Medicare
for all.”
Thus, the proposals for reform taken
most seriously by Democrats — including
Barack Obama and Hillary Clinton —
would retain the central role of the
investor-owned private insurance industry as well as the thousands of for-profit
businesses it pays to deliver medical services. This is the industry, mind you, that
has brought us to the predicament we’re
in now, so let’s take a quick look at it.
The U.S. health system is unique in
treating health care as a commodity to be
bought and sold in a marketplace. Care is
distributed according to the ability to pay,
not according to medical need. Private
insurers compete by avoiding high-risk
individuals, limiting services for those
they do cover, and, whenever possible,

shifting costs to other payers or to
patients in the form of high deductibles
and co-payments. We have the only health
system in the world based on avoiding
sick people. It’s a chaotic and fragmented
system that requires mountains of paperwork, which is one reason premiums are
so high. Employers who offer health benefits react by capping their contributions,
so that workers pay more out of pocket
and bear the full brunt of premium
increases.
Insurers contract with hospitals, HMOs,
and other health facilities to provide the
care. They, too, are often for-profit businesses that promote lucrative services for
well-insured patients (such as coronary
catheterization for Medicare recipients),
while giving short shrift to less profitable
ones (such as psychiatric services for the
indigent). To compete in a market environment, even not-for-profit facilities behave
in much the same way as for-profit ones.
Doctors often act as entrepreneurs, investing in health facilities to which they refer
patients. And because they are usually paid
on a fee-for-service basis, they have a strong
incentive to overuse tests and procedures
that have the greatest profit margins.
All of this drives up costs to the overall
system, while yielding profits for the various players within it. In fact, there’s a fundamental illogic to trying to contain costs
in a market-based system. Markets are
about expanding, not contracting. Like all
businesses, hospitals want more, not
fewer customers — but only as long as
they can pay. Conventional wisdom holds
that we need to retain this system because
many Americans are satisfied with it. But
except for industry spokespeople and
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politicians whose campaigns they support, I’ve never met anyone who actually
is. Many people like their doctors, but
that is not the same as liking the system.
The reforms favored by leading
Democrats vary somewhat, but all have at
their heart expanding insurance coverage
through public subsidies for those who
can’t afford the premiums or, alternatively, permitting those without access to
good, affordable insurance to enroll in a
new Medicare-type program that would
be set up to provide them with coverage.
Some reform proposals include a mandate
requiring everyone to be insured.
Many proponents hope that a parallel
Medicare-like system would eventually
crowd out its less efficient private competitors, that under a play-or-pay requirement, employers would gradually decide
to stop providing coverage and just pay
into the common pool. However, this
wishful thinking overlooks the power of
the private health industry, through its
huge lobby, to influence the rules so that it
continues to profit while the public system is undermined.
All of these variations in the Democrats’
plans run into this intractable dilemma: If
the system stays essentially as it is and we
try to expand coverage, costs will inevitably
rise. On the other hand, attempts to control
costs will inevitably reduce coverage.
Without fundamental reform, coverage and
costs have to move in the same direction.
Yet, we don’t have the option of expanding
both coverage and costs. At 16 percent of
gross domestic product, our health-care
system is already unaffordable. In fact, costs
are the central problem; universal health
care would be easy if money were no object.
Furthermore, none of the proposed reforms
offers any workable mechanism for controlling the unsustainable inflation in health
costs. Attempts to regulate private insurers
to prevent the worst abuses would probably do little more than add to the complexi-

ty and administrative costs of the system.
The proposed reforms also make the
fundamental mistake of confusing
insurance with health care. As many
Americans are learning, the two are not
the same — not by a long shot. Health
insurance can easily be too skimpy or too
laden with exceptions and co-charges to
be of much use. What people really want
when they’re sick is medical care, not
medical insurance, just as they want education for their children, not the opportunity to buy education insurance.
Despite the Democrats’ coalescence
around the same approach for achieving
universal care, only one such plan has
been implemented — the Massachusetts
health-reform plan. It is therefore worth
looking at in some detail.

MASSACHUSETTS MIRACLE OR MIRAGE?
This plan, which was enacted in April
2006 amid extraordinary hoopla, set out
to cover the 500,000 to 750,000 uninsured
residents of the state, and to see that the
coverage for everyone else met a minimum
standard. To that end, the state would
purchase insurance for everyone with
incomes beneath the federal poverty level,
and partially subsidize it for those earning
up to three times the poverty level (which
now comes to $31,200 per year for an individual). Everyone else — roughly 200,000
to 250,000 people — would have to purchase his or her own insurance or face stiff
fines. The legislation established a new
state agency, the Commonwealth Health
Insurance Connector, which would try to
make sure insurance was affordable and
met the minimum standard and which
would also determine the level of subsidies.
Financing the plan was iffy from the
outset. When fully implemented, it was
projected to cost the state only $125 million in new money the first year — not
very much in a state with a $26 billion
budget. Mostly it would be financed by
diverting existing funds from two sources:
Medicaid, under a two-year waiver that
would permit federal money to be used for
this purpose, and the state’s generous “free
care pool,” which was established to provide direct services to uninsured patients
in safety-net facilities and is supported by
assessments on hospitals and insurers.
There would also be a paltry fine on
employers who didn’t offer insurance, but

no one thought that would be an important source of funding. Success would
depend crucially on the individual mandate requiring those with incomes more
than three times the poverty level to pay
for their own insurance.
What’s happened since then? While
those beneath the poverty level signed up
for free insurance in even greater numbers
than anticipated, very few people who
were required to pay for their own insurance signed up. Even those eligible for partial subsidies were slow to enroll. The
deadline to purchase insurance had to be
extended, and 60,000 uninsured people
were exempted from the mandate because
— yes, that’s right — they couldn’t afford
it (so much for universality). The state
modified its requirement that all insurance meet a minimum standard. Jon
Kingsdale, the executive director of the
Commonwealth
Health
Insurance
Connector, told me that was because the
federal Employee Retirement Income
Security Act prohibits states from setting
standards when employers act as their
own insurers (didn’t the Massachusetts
legislators know that when they crafted
the law?), but he said that next year workers will be responsible for somehow
upgrading their own policies, or (you
guessed it) be fined.
Don’t get me wrong. Massachusetts is
to be congratulated for seeking to extend
health care to everyone in the state. Every
decent society should ensure health care,
just as it does education, clean water, and
police and fire protection. Massachusetts’
plan is an ambitious and well-intentioned
effort. But unfortunately, it’s extremely
unlikely to work for three main reasons.
First, the individual mandate is harsh,
regressive, and probably unenforceable. It
requires the near-poor to pay a much
higher percentage of their income on
health care than their more affluent neighbors. Although insurers are prohibited
from charging more for people with medical conditions, older people have to pay
more. The premiums for a 57-year-old are
twice as much as for a 27-year-old.
According to the Connector’s Web site in
March of this year, the least expensive
plan for a 57-year-old had a premium of
$4,700 per year, a $2,000 deductible, and
substantial co-pays and co-insurance up
to $4,000 per year. (That cap did not
include prescription drugs.) So a hypo-
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thetical 57-year-old with a $32,000 annual
income (just over three times the poverty
level) could pay as much as $8,700 out of
pocket — or over a quarter of his income.
Family plans are, of course, different, but
the effect is the same. Next year, those
who haven’t purchased insurance will be
fined half the premium of the lowestpriced plan. Truly this is the Squeeze
Blood from a Turnip Plan.
It also lets employers off the hook.
They’re supposed to pay a $295 per
employee fine if they don’t provide health
benefits, but they’re now considered to
have met their obligation if they offer benefits to just 25 percent of their employees
or contribute 33 percent of the premiums
— no matter whether employees accept
the offer and no matter how skimpy the
coverage. And a $295 fine is no incentive
to provide insurance that costs upward of
$5,000. So the growing problem of underinsurance will be left to workers themselves to solve.
Second, like all such plans, the
Massachusetts strategy pretends that
having insurance is the same as having
health care. The Connector makes much
of the fact that some 300,000 people who
were previously uninsured now have
insurance, but most of those already had
access to health care, either through the
free-care pool or Medicaid. So it’s something of a shell game, with money that
would have been spent directly on health
care passed through insurance companies
instead (which keep quite a lot of it).
The Connector offers a choice of insurance plans from four different companies
for those eligible for state subsidies (called
Commonwealth Care), and from six companies for those who have to purchase
their own (Commonwealth Choice).
There is a trade-off between premiums, on
the one hand, and deductibles and other
out-of-pocket costs, on the other. The
plans with the lowest premiums have the
highest deductibles and other costs. But
those who select the cheapest plans are
likely to be precisely those least able to
afford high out-of-pocket costs. So they
could end up with health insurance that
they can’t afford to use but have to pay for
anyway.
The
speaker
of
the
Massachusetts House of Representatives,
Salvatore DiMasi, one of the prime movers
behind the plan, wasn’t worried. He told
The Boston Globe last year, “We’re moving to

universal insurance and then toward
insurance that has substantial benefits.
That’s the key.” Can he really believe that
after people have signed up for strippeddown coverage, and costs have continued
to climb, there will be the money and
political will to add to the benefit package?
Third and most important, there is no
effective mechanism for containing costs.
Insurance companies can set premiums as
high as they like. If they’re much higher
than the competition, of course, the
Connector can choose not to offer those
plans. But if all the companies raise their
premiums at about the same rate, there’s
not much the agency can do. And sure
enough, premiums have continued to rise
faster than the background inflation rate
(10 percent for Commonwealth Care next
year). The only way to hold them in check
is to cut benefits or increase deductibles
and co-payments. (The Connector actually favors increasing co-payments to prevent Commonwealth Care from becoming
so attractive that employers will drop coverage and send workers to the state plan.)
Insurance will quickly become too expensive, as well as increasingly inadequate.
The state, which now faces a $1.2 billion
budget shortfall and health costs of $147
million more than projected, will not be
able to contribute much more from general revenues. Funding depends utterly on
the Medicaid waiver being renewed in
July, by no means a sure thing.

THE VERDICT: SINGLE-PAYER
Massachusetts is not the first state to come
up with a plan to provide near-universal
health insurance to its residents, although
it is the first to rely on an individual mandate. Maine tried it in 2003, Minnesota and
Tennessee in 1992, to name a few. And
Massachusetts made an earlier attempt in
1988. All were greeted with great enthusiasm and fanfare in the media. And all failed
and died with scarcely a whimper. More
recently,
California,
inspired
by
Massachusetts, tried to pass similar legislation. Despite Gov. Schwarzenegger’s support, it died in the state Senate in January.
It didn’t have resources anywhere near

comparable to those in Massachusetts,
mainly the Medicaid funds and free-care
pool, and had to rely more on employer
contributions. What all the state efforts
have had in common is that they left our
current dysfunctional system essentially
intact and simply tried to expand it around
the edges.
The only workable solution is a singlepayer system (there, I said it), in which
everyone is provided with whatever care
he or she needs regardless of age and medical condition. There would no longer be a
private insurance industry, which adds
little of value yet skims a substantial fraction of the health-care dollar right off the
top. Employers, too, would no longer be
involved in health care. Care would be
provided in nonprofit facilities. The most
progressive way to fund such a system
would be through an earmarked income
tax, which would be more than offset by
eliminating premiums and out-of-pocket
expenses.
This is not the same as Medicare for all.
Medicare is embedded in our marketbased entrepreneurial private system, and
therefore experiences many of the same
inflationary forces, including having to
deal with profit-maximizing hospitals and
physicians’ groups. Doctors’ fees are
skewed to reward highly paid specialists
for doing as many expensive tests and procedures as possible. As a result, Medicare
inflation is almost as high as inflation in
the private sector and similarly unsustainable.
In addition, Medicare is not what it
once was. For the past eight years, it has
been at the mercy of an administration
intent on dismantling and privatizing it.
The prescription-drug benefit enacted in
2003 is an example. It’s a bonanza for the
pharmaceutical industry because it forbids Medicare from using its purchasing
power to get good prices. Medicare recipients have also been encouraged to enroll
in private health plans, which are paid on
average 12 percent more than it would
cost traditional Medicare to care for the
same people. Even as public funds are
siphoned off to the private sector, premiums and co-payments have been
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increased, and there are now proposals for
means testing — a superficially attractive
idea but ultimately a grave threat to any
public program.
Over the years there have been many
independent analyses of the costs of converting to a single-payer system, either
within a state or nationally. They include
studies by the General Accounting Office,
the Congressional Budget Office, and consulting firms, such as the Lewin group,
hired by state governments and, in
Massachusetts, the state medical society.
Most found that a single-payer system
would initially cost roughly the same as
the system it replaced, while providing
universal coverage, and over time would
be much cheaper.
Polls have shown that most people, and
most Massachusetts doctors, favor a single-payer system. The Boston Globe called
for a national single-payer system last
May. In an editorial about the big three
automakers’ desire to transfer health costs
to the autoworkers’ union, the Globe said,
“It would make more sense for the federal
government to oversee a national health
system financed from taxes. The cost
could be spread across the entire population, rather than borne by Chrysler or
other companies that no longer enjoy the
assured profitability of their best years.”
Nevertheless, the private insurance
industry has managed to convince many
political leaders, including progressives,
that a single-payer system is unrealistic.
But what is truly unrealistic is anything
else. My greatest concern about the
Massachusetts plan is that when it unravels, people will draw the wrong lesson.
They will assume that universal care at a
cost we can afford is impossible, and give
up on it. It’s not impossible; it’s just
unlikely to be achievable while leaving our
dysfunctional system in place. Can we
make it right? I’m tempted to say, “Yes, we
can.”

Marcia Angell, M.D. is a senior lecturer
on social medicine at the Harvard Medical
School and former editor-in-chief of The
New England Journal of Medicine.
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Report from the United States
STATE HEALTH REFORM FLATLINES
Steffie Woolhandler, Benjamin Day,
and David U. Himmelstein

Massachusetts’ recent health reform has generated laudatory headlines
and a flurry of interest in state-based initiatives to achieve universal
health insurance coverage. In 1988, a similar Massachusetts effort was also
acclaimed and was imitated by several other states. Unfortunately, none
of those efforts can be judged a success. The authors briefly review this
earlier experience and caution against premature declaration of victory.

After seeming moribund for a decade, the drive for universal health care coverage
shows signs of life. President Bush has proposed federal tax code changes to
encourage the purchase of individual private health coverage and discourage very
comprehensive, so-called gold-plated, plans. But most legislative activity has
taken place at the state level.
Massachusetts’ effort has attracted the most attention. Legislation passed in
April 2006 promises near-universal coverage through an “individual mandate”
requiring the uninsured to purchase their own coverage, with subsidies for poor
and near-poor individuals. After the bill’s passage, then-governor Mitt Romney
declared: “Every uninsured citizen in Massachusetts will soon have affordable
health insurance and the costs of health care will be reduced” (1).
Six weeks later Vermont enacted a plan offering subsidized coverage to poor
and near-poor individuals, commencing in October 2007. If more than 4 percent
of Vermonters remain uninsured in 2010, the legislature promises to consider
making coverage mandatory.
California’s Governor Schwarzenegger, and officials in several other states,
have proposed similar mandatory coverage programs. And President Bush lent
his imprimatur to experimentation at the state level, proposing to allow states to
International Journal of Health Services, Volume 38, Number 3, Pages 585–592, 2008
 2008, Baywood Publishing Co., Inc.
doi: 10.2190/HS.38.3.k
http://baywood.com
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shift funds from safety net hospitals to innovative state programs to subsidize
private coverage.
Between the late 1980s and the collapse of President Clinton’s plan in 1994,
several states passed measures intended to dramatically expand coverage. In
this commentary we review the impact of this earlier round of reform on the
number of uninsured, using time trend data from the U.S. Census Bureau’s Current
Population Surveys. The Census Bureau changed its survey methods in 1999
and produced estimates for that year using both the old and new methods, which
differed by 5.5 percent nationwide (2). Hence, to ensure comparability with
the post-1999 Census Bureau figures, we adjusted the earlier state estimates by the
percentage difference between the Census Bureau’s two 1999 estimates.
ALTERED STATES
The last round of reform kicked off in 1988. Like the present one, it started with
Massachusetts legislation shepherded by a governor planning a presidential run.
On passage of the legislation, then-governor Michael Dukakis announced: “I am
very proud of the fact that Massachusetts will be the first state in the country to
enact universal health insurance for all its citizens” (3). The New York Times
editorialized that “Massachusetts last week ventured where no state has gone
before: it guaranteed health insurance for every resident” (4). In 1988, 494,000
people were uninsured in Massachusetts. The number of uninsured has remained
higher than that ever since (Figure 1A).
A year later Oregon made headlines with “the most far-reaching health care
reform plan in the nation” (5), combining universal coverage with explicit rationing of expensive care. When the plan gained the federal waiver needed for full
implementation, the governor said: “Today our dreams of providing effective
and affordable health care to all Oregonians has come true” (6). The number of
uninsured Oregonians did not budge (Figure 1B).
The year 1992 was the high watermark for state health reform; bills passed
in Minnesota, Tennessee, and Vermont. According to the New York Times,
“Minnesota is enacting a program that will be the most sweeping effort yet to
provide health insurance to people who lack it. . . . Joy Wilson of the National
Conference of State Legislatures described the Minnesota plan as ‘the first
complete reform proposal in the United States’” (7). The plan called for universal
coverage by July 1, 1997. Between 1992 and 1997 the number of uninsured in the
state increased by 88,000 (Figure 1C).
Tennessee’s governor unveiled “the most radical health care plan in America”
(8) and declared that “Tennessee will cover at least 95% of its citizens with health
insurance by the end of 1994” (9). The number of uninsured dipped for two years,
then rose to levels higher than ever (Figure 1D).
Also in 1992, “Governor Howard Dean, the only Governor who is a doctor,
signed a law here today that sets in motion a plan to give Vermont universal
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healthcare by 1995.” “This is an incredibly exciting moment that should make all
Vermonters proud,” Dean said (10). The number of uninsured in the state has
grown modestly since then (Figure 1E).
The next year Washington State passed “one of the most aggressive health care
experiments in the nation, a program that would extend medical benefits to all 5.1
million residents of the state” (11). The bill called for universal coverage by 1999.
Between 1993 and 1999 the number of uninsured in the state rose from 661,000 to
898,000 (Figure 1F).
By 1995, the New York Times was lamenting that “ambitious state plans to
extend health insurance to more people took on importance as possible models for
the nation. But nearly a year later most of those plans are dead or stalled as the
states turn their attention to cutting budget deficits. Meanwhile the number of
uninsured people is growing fast” (12).
Heralding the new round of health reform, Maine passed its Dirigo Health
Program in 2003. A Boston Globe columnist opined that “Maine has just become
the first state in the union to approve a plan to provide universal access to
affordable health insurance” (13). On signing the legislation, Governor Baldacci
said: “It’s bold and comprehensive, and it is now the law of our state” (14). In 2006
the Associated Press reported that Dirigo “is now providing coverage to about
5,000 people who previously weren’t insured” (15)—about 4 percent of Maine’s
uninsured (Figure 1G).
DOING THE SAME THING AND EXPECTING
DIFFERENT RESULTS
The reforms enacted between 1988 and 2003 differed in detail but shared
common elements. All offered new public subsidies or expanded Medicaid for
poor and near-poor people. All left the bulk of existing private health insurance
arrangements undisturbed, although many included new insurance regulations
or state purchasing pools to help make affordable coverage available to
individuals and small businesses. Dukakis’s Massachusetts legislation, as
well as the reforms in Oregon and Washington State, included “employer
mandates”—requirements that most employers cover their workers. The
Massachusetts and Washington plans also mandated that self-employed
individuals purchase coverage—prefiguring the individual mandates in the
2006 Massachusetts bill.
Why did these plans fail? While they made rhetorical swipes at cost containment, none included effective cost-control measures. As health costs soared,
legislatures backed off from forcing employers and the self-employed to pay
ever-rising premiums, and the mandates requiring employers and the selfemployed to purchase coverage were repealed.
While Medicaid expansions incorporated in the state bills swelled Medicaid
rolls, the erosion of private coverage continued, offsetting any gains. (Indeed,
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Figure 1. Percentage of uninsured in various U.S. states that have attempted state-level health care reforms, 1987–2005.
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despite SCHIP—the State Children’s Health Insurance Program—which has
added about 5 million children to Medicaid nationally since 1997, the number of
uninsured children has fallen by only 2 million, while the number of uninsured
adults has risen by nearly 7 million.) Moreover, relying on Medicaid has proved
fiscally problematic for the states; when the economy cools, tax revenues fall
just as unemployment pushes families out of private coverage.
Like earlier reforms, the recent Massachusetts reform, and those proposed in
California, include expansions of Medicaid and requirements that most employers
make at least token contributions toward health coverage. While some earlier
bills required self-employed individuals to buy coverage, the new ones will
impose this mandate on all uninsured people with incomes above poverty. As in
several previous reforms, Massachusetts has organized a purchasing pool to help
make coverage available to the previously uninsured, lower overhead costs in
the individual insurance market, and spread the costs of high-risk individuals over
a large risk pool. The new reforms rely on a new funding stream—the premiums
(or fines) that the uninsured will be required to pay. But once again, effective
cost controls are absent.
In Massachusetts, any savings from reducing the overhead on individual
policies are being eaten up by the 4 to 5 percent surcharge that the new purchasing
pool will add to premiums in order to fund its own operations (16). The legislature
shifted responsibility for additional cost-control measures to a new council
charged with setting goals, identifying quality improvement and efficiency
measures, and setting up an Internet site to compare providers. Meanwhile,
premiums for the new coverage will cost at least $1 billion annually—probably
much more. Funds diverted from the state’s existing free-care pool will cover only
a fraction of this amount. And employer-provided coverage will predictably
shrink as costs continue to rise, leaving the new program with an ever-larger
responsibility for coverage.
Meanwhile, few of the near-poor uninsured seem able to afford even the newly
subsidized policies (17), and the federal funds providing the bulk of the subsidies
are set to expire in 2008. The unsubsidized coverage mandated for middle-income
individuals (most of whom have incomes between $30,000 and $50,000) offers a
bitter choice between unaffordable premiums (at least $7,200 for comprehensive
coverage for a single 56-year-old) or plans so skimpy (e.g., a $2,000 per person
deductible with 20% coinsurance for hospital care after that) that they hardly
qualify as insurance. The religious coalition that was key to passage of the
legislation has already called for a delay in enforcement of the individual mandate,
fearing that it will place unbearable financial stress on many of the uninsured (18).
In sum, neither government, nor employers, nor the uninsured themselves have
pockets deep enough to sustain coverage expansion in the face of rising costs.
We remain convinced that more-radical reforms can simultaneously expand
coverage and control costs (19). A shift from our complex and fragmented
payment system to a simple single-payer approach could save about 14.3 percent
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of total health spending—equivalent to $323 billion in 2007—on reimbursementdriven bureaucracy (20). Such administrative savings are unattainable with lesser
reforms. A nonprofit national health insurance system could also curtail wasteful
over-investment in medical technology (e.g., the proliferation of new cardiac
care hospitals located near existing ones) and attenuate incentives for unnecessary
and even harmful care.
Powerful momentum for health reform is building. Previous reform efforts
that built on existing but defective insurance arrangements have quickly succumbed to their faulty economic logic. Added coverage meant added expense, on
top of already exorbitant costs. It would be shameful to squander the present
opportunity on yet another round of reforms that are politically realistic but
economically chimerical.
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Part 4
Myths and facts
Myth 2:
Health care in countries with nationalized systems have poor quality
care and long wait times.
Fact: Other countries have high-quality care with lower levels of amenable mortality.

See: Nolte, E. & McKee, M. (2011). “Variations in Amenable Mortality – Trends in 16 High-Income Nations.” Health
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Case Study: Canada
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Synopsis
The rate of “mortality amenable to health care”—that is, deaths that are considered preventable with
timely and effective health care—declined for people under age 75 across 16 high-income nations
between 1997–1998 and 2006–2007. While all countries showed improvement, the United States
improved the least.
...........................................................................................................................................................................

Background
The concept of “amenable mortality” refers to unnecessary and
untimely premature deaths from certain causes that are potentially
preventable with timely and effective health care. Amenable mortality
is one of many indicators used to measure health system performance
across nations. This Commonwealth Fund–supported study examined
trends in amenable mortality for people under age 75 in 16 highincome countries between 1997–1998 and 2006–2007.
.................................................................................................................

Key Findings

“Ten out of 16 countries
experienced a decline of
30 percent or more;
however in the U.S. and
in Greece this was just
over 20 percent. As a
consequence, in 2007,

levels of amenable
mortality in the
U.S. were almost
twice those seen in
France, which had
the lowest levels.”

¥

In 2006–2007, amenable mortality accounted for 24 percent of
deaths under age 75 in the 16 countries studied.

¥

Rates were lowest in France, with 55.0 deaths per 100,000
people, followed by Australia (56.9 per 100,000) and Italy (59.9 per 100,000). The highest levels were
in the United States, with 95.5 deaths per 100,000 people, followed by the United Kingdom (82.5 per
100,000) and Denmark (80.1 per 100,000).

¥

Between 1997–1998 and 2006–2007, levels of amenable mortality fell by 30 percent or more in 10 of
the 16 countries; however, the rate in the U.S. fell by only 20.5 percent, the lowest level of decline.
Ireland had the highest rate of decline (42.1%).

If the U.S. had achieved levels of amenable mortality seen in the three best-performing countries—
France, Australia, and Italy—84,300 fewer people under age 75 would have died in 2006–2007.
...........................................................................................................................................................................
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U.S. Lags Other Countries: Mortality Amenable to Health Care
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* Countries’ age-standardized death rates before age 75; including ischemic heart disease, diabetes, stroke,
and bacterial infections. Analysis of World Health Organization mortality files and CDC mortality data for U.S.
Source: Adapted from E. Nolte and M. McKee, “Variations in Amenable Mortality—Trends in 16 High-Income
Nations,” Health Policy, published online Sept. 12, 2011.
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Addressing the Problem
Although amenable mortality fell consistently in all countries, the scale and pace of improvement varied.
The United States’s poor performance and relatively slow improvement compared with other nations may
be attributable to “the lack of universal coverage and high costs of care,” the authors conclude.
...........................................................................................................................................................................

About the Study
The authors use data from the World Health Organization’s mortality database for the periods 1997–
1998 through 2006–2007. The countries included in the study are: Australia, Austria, Denmark, Finland,
France, Germany, Greece, Ireland, Italy, Japan, Netherlands, New Zealand, Norway, Sweden, the
United Kingdom, and the United States. The causes of death considered amenable to health care include
selected childhood infections, treatable cancers, diabetes, cerebrovascular disease and hypertension, and
complications of common surgical procedures. The authors also included ischemic heart disease, but only
considered 50 percent of such deaths as amenable to health care. The upper age limit was set at 75.
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The Bottom Line
If the U.S. had achieved levels of amenable mortality seen in the three best-performing countries—
France, Australia, and Italy—84,300 fewer people under age 75 would have died in 2006–2007.
...........................................................................................................................................................................

Citation
E. Nolte and M. McKee, “Variations in Amenable Mortality—Trends in 16 High-Income Nations,”
Health Policy, published online Sept. 12, 2011.
...........................................................................................................................................................................
This summary was prepared by Deborah Lorber.

148

149

150

151

152

153

154

155

156

Review

Guyatt et a l

A systematic review of studies comparing health
outcomes in Canada and the United States
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ABSTRACT

Background: Differences in medical care in the United States compared with Canada, including greater reliance on private funding and for-profit delivery, as well as markedly higher expenditures, may result in different health outcomes.
Objectives: To systematically review studies comparing health outcomes in the United States and Canada among patients
treated for similar underlying medical conditions.
Methods: We identified studies comparing health outcomes of patients in Canada and the United States by searching multiple bibliographic databases and resources. We masked study results before determining study eligibility. We abstracted
study characteristics, including methodological quality and generalizability.
Results: We identified 38 studies comparing populations of patients in Canada and the United States. Studies addressed
diverse problems, including cancer, coronary artery disease, chronic medical illnesses and surgical procedures. Of 10 studies
that included extensive statistical adjustment and enrolled broad populations, 5 favoured Canada, 2 favoured the United
States, and 3 showed equivalent or mixed results. Of 28 studies that failed one of these criteria, 9 favoured Canada, 3 favoured the United States, and 16 showed equivalent or mixed results. Overall, results for mortality favoured Canada (relative
risk 0.95, 95% confidence interval 0.92–0.98, p = 0.002) but were very heterogeneous, and we failed to find convincing explanations for this heterogeneity. The only condition in which results consistently favoured one country was end-stage renal
disease, in which Canadian patients fared better.
Interpretation: Available studies suggest that health outcomes may be superior in patients cared for in Canada versus the
United States, but differences are not consistent.
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comes (mortality or morbidity) in Canada and the United
States for patients of any age with the same diagnosis. We
excluded randomized trials, studies that identified the patients on the basis of the occurrence of one of the adverse
health outcomes of interest, and national disease-specific
mortality studies that failed to define the population at risk
(that is, those with the disease of interest). For instance, we
excluded studies of national rates of death from cancers because lower mortality may be due either to a lower incidence of cancer or to better care for those with the disease.
The review process required many methodological decisions not fully anticipated in the initial protocol. These included issues regarding eligibility. For instance, we considered whether or not to consider low-birth-weight a disease.
We decided not to do so because it has a wide variety of social and medical causes with associated differences in prognosis. On the other hand, we decided to include studies of
the outcomes of pregnancy because we considered that
prenatal and obstetrical care were potentially important
types of care that we could legitimately assess. We discussed whether to include studies that evaluated critically
ill patients with an array of diagnoses. We decided to do so
on the basis that acute illness severity scores are very powerful predictors of outcome across a range of critically ill
populations.
Only members of our team who were both blinded to the
results of the studies in question and had expertise in the
clinical issue at hand participated in these decisions.

UNITED STATES ARE SIMILAR IN
many ways, and until 40 years ago their health care
systems were nearly identical. At that time Canada
adopted a national insurance program (medicare). Simultaneously, the United States implemented its Medicare
program for elderly people.
Although both nations continue to rely largely on private
funding for drugs, they now differ substantially in both the
financing and delivery of physician and hospital services.1
With respect to financing, Canada has virtually first-dollar,
universal public coverage of hospital and physician services. With respect to delivery, not-for-profit institutions
provide almost all hospital services, and large for-profit organizations are almost entirely excluded from the provision
of physician services. In contrast, the United States relies
on a mixture of public and private insurance to finance
health care, and leaves 16% of the population without coverage. Investor-owned for-profit providers play a substantial role.
The United States also spends far more on health care,
i.e., approximately 15% of its gross domestic product versus
about 10% in Canada. In 2003, Americans spent an estimated US$5,635 per capita on health care, while Canadians
spent US$3,003.
How do these alternative approaches to health care
financing and delivery affect health outcomes? Although a
number of factors beyond the health care system influence
the health of populations, for conditions amenable to medical treatment the health care system is a major determinant
of outcomes.2,3 The choices the United States and Canada
have made may influence access and quality of care, and
hence morbidity and mortality. To inform debate on this issue we undertook a systematic review addressing the following question: Are there differences in health outcomes
(mortality or morbidity) in patients suffering from similar
medical conditions treated in Canada versus those treated
in the United States?
ANADA AND THE

Study identification

A professional librarian (N.B.) conducted a search for
the studies in bibliographic databases that included
EMBASE (1980–Feb. 2003), MEDLINE (1966–Feb.
2003), HealthSTAR (1975–Feb. 2003), EBM Reviews —
Cochrane Central Register of Controlled Trials (2003, Issue 1) and Dissertation Abstracts Ondisc (1969–Feb.
2003). The search included an iterative process to refine
the search strategy through testing of several search
terms and incorporation of new search terms as new
relevant citations were identified.
We further conducted a “cited reference search” in Web
of Science on the relevant papers and used the “related articles feature” in PubMed. After reviewing 1,357 of the “related articles” and “cited reference” search results and finding only one potentially (but not ultimately) eligible article,
we discontinued that part of the search.

Methods
Interested readers can obtain the detailed protocol for this
review from the corresponding author. In brief, the formal
search included papers and abstracts published up to the
end of 2002. The process was standard for systematic reviews: definition of eligibility criteria; a broad search identifying possibly eligible titles and abstracts; selection of titles
and abstracts that might possibly be eligible; selection of
eligible reports from review of full documents; and abstraction of descriptive information, validity, and outcome data.

Screening process

Our initial search identified 4,923 potentially eligible
studies (Fig. 1). Teams of two reviewers independently
evaluated titles and, when available, abstracts to determine
whether or not the articles might meet eligibility criteria. If

Eligibility criteria

We included published and unpublished prospective or retrospective observational studies comparing health out-
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either reviewer concluded that there was any possibility
that the article would fulfill eligibility criteria, we obtained
the full-text publication.

ences, but only examine one delivery site in each
country, or only sites in a single state. Such studies
would fail the second criterion. We considered studies
that enrolled patients from a number of regions, or from
a very large population within a region, as meeting this
criterion.
For each study, two reviewers blinded to outcome independently made the rating of high or low quality. If we identified apparently contradictory decisions across pairs of reviewers (for instance, if one set of reviewers rated a study using Canadian and United States cancer databases as high quality, and
another team rated a different study using the same databases
as low quality), we informed reviewers of the inconsistency.
The reviewers resolved the issue through discussion.
In response to editorial suggestions, we further evaluated
the issue of representativeness with more rigorous and explicit
criteria. We considered studies as fully representative only if
samples in both countries were drawn from similar population-based registries that included at least one entire Canadian
province and at least two entire American states, or a random
sample of patients from at least an entire province and two entire American states.
For all eligible studies, we sent the original authors our
summary of the information abstracted from their article and
asked them to correct and complement as they saw fit (11
authors, representing 16 studies, responded). When authors
provided additional specific information or corrections, we incorporated these in our descriptive tables. For two eligible abstracts,4, 5 we requested and received a complete description of
the study from the authors.

Assessment of study eligibility

Research staff masked the results (blacked out the results
in tables and text) of all studies identified for full evaluation
in the screening process. Teams of two reviewers independently assessed all studies identified for full evaluation and
resolved disagreements by discussion. Reviewers never assessed the same report at the title/abstract stage and at the
full report stage.
For papers deemed eligible, two data abstractors with
access to the unmasked paper reviewed the eligibility decision. If the data abstractors had questions about eligibility,
the pair of reviewers who initially adjudicated the full
blinded paper was informed of the reason for the concern
and, still blind to results, reevaluated their initial decision.
Their decision after this second review was deemed final.

Methodological quality assessment
and data abstraction

Teams of two reviewers independently assessed the methods and abstracted data from all eligible studies; they resolved disagreements through discussion. Information
relevant to the methodological quality of the studies included the study design, the populations selected (criteria
for diagnosis, similarity of patient groups in the two nations
and the degree to which the studied population was representative of the wider universe of patients with the diagnosis), measurement of outcome (that is, the extent to which
the outcome measures were defined similarly, and monitored similarly), loss to follow-up, and the extent of risk adjustment for confounders that might affect prognosis.
Other data we abstracted included the geographic region in
which the study was conducted, the period of observation,
the number of participants, and the main outcomes.
We classified studies as being of high or low quality according to the following two criteria:
1.
Did the investigators adequately adjust for prognostic
differences? Specifically, we considered adjustment
inadequate if either disease severity or comorbidity
were not considered in the analysis. In the case of
cancer, this decision resulted in only studies documenting cancer stage being rated as of high quality.
2.
Did the investigators enroll a sufficiently diverse and
representative population that it is plausible that the
outcomes in patients studied are representative of the
outcomes in the country at large? Studies might enroll
similar populations, and adjust for prognostic differ-

Data analysis

When studies reported any outcome of importance to patients (morbidity, mortality, or quality of life) but did not
state statistical significance, we calculated associated p values using a threshold of 0.05 for significance.
Because it was the most reliably and consistently measured outcome, we restricted the meta-analyses to the outcome of total mortality. When studies presented outcome
data at 1 and 6 months, we included data at 6 months, reasoning that if outcomes differ at 1 but not 6 months this is
likely to be of limited importance to patients.
The statistical analysis included each non-overlapping
study that provided the proportion of patients who died either in Canada or the United States, along with the associated variance (or data that allowed its calculation). We
pooled the results using a random-effects model. We assess
heterogeneity in results using the Cochrane’s Q test,6 and
calculated the I2.7 Relative risk was used as the summary
statistic. When articles reported separate procedures (for
instance, mortality for different operations; mortality for
different cancers), we treated each patient population as if

Open Medicine 2007:1(1):e27-36

159

Review

Guyatt et a l

Table 1: Summary of findings
High-quality
studies

Low-quality
studies

Results favoured United States

2

3

Results favoured Canada

5

9

Mixed or equivocal results

3

16

it came from a separate study. Similarly, if an article reported major sub-populations within a patient group (such
as low and high income), we treated these groups as coming from separate studies. We created funnel plots to provide graphical evaluation of publication bias and used a statistical technique suggested by Egger to provide a quantitative evaluation of the likelihood of publication bias.8
To try to explain heterogeneity in effect estimates from
individual studies, we conducted meta-regression analyses
in which an additive between-study variance component of
residual heterogeneity was used in accordance with the
random effects. The dependent variable was the log of the
relative risk. The independent variables were based on the
following a priori hypotheses explaining heterogeneity:
¥ overall study quality based on adequacy of adjustment
for potential confounders and representativeness of the
sample
¥ source of the data (primary data collection versus
administrative database)
¥ whether care was primarily out-patient or in-patient
¥ the extent to which US patients had health insurance
(in-hospital studies involving primarily those ≥65 years
of age or any study undertaken in Veterans Administration facilities will have excluded most uninsured
people)
¥ completeness of follow-up
¥ whether the US site included or was restricted to New
England (hypothesized to have better outcome than in
other areas of US)9
¥ the underlying health problem (renal failure, cardiology, cancer, surgery, and other)
¥ data collection before or after the median date of 1986
(we initially considered the key date for Canada before
or after all provinces entered into Medicare [1970], and
for the United States before or after the introduction of
Medicare and Medicaid [July 1, 1966]; this choice,
however, would have led to insufficient variability: almost all the data came from after 1970).

42 of these proved eligible on review of the full article. We
excluded three of these publications because the data overlapped substantially with those in another report that was
eligible and included.10-12 One study was reported in two
complementary articles.13, 14
Table 1 summarizes the results in terms of high- and lowquality studies, andwhether results favoured the UnitedStates, Canada, or showed mixed findings or no difference.
Tables 2 to 4 present key methods and results beginning
with the highest-quality studies from population registries
4923 titles identified
HealthSTAR: 33
Cochrane: 125
MEDLINE: 1249
EMBASE: 1031
PubMed: 2444
Web of Science: 8

Initial screening of titles and
abstracts (low threshold for
retrieval: 498 articles retrieved)

Masking of potentially eligible
studies (results hidden with black
marker)

Masked studies assessed for
eligibility: 42 articles deemed
eligible, 3 excluded because
of overlapping populations,
2 articles reported on 1 study,
thus 38 eligible studies

Validity assessment and data extraction (in duplicate with consensus)

Data analysis; construction of evidence tables

Results
As presented in Figure 1, of the 4,923 titles and abstracts identified, 498 appeared potentially eligible on initial review, and

Fig. 1: Methodological steps in systematic review.
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nadian sites and over 2,000 patients demonstrated similar
rates of invasive procedures in patients who experienced
non-Q wave MI and unstable angina, with a lower rate of
recurrent ischemia in hospital, at 6 weeks, and at 1 year in
Canadian patients25 (Table 3). The finding of similar rates
of cardiovascular deaths in MI patients, with the exception
of slightly lower death rates in American elderly patients in
the first 3 months after MI,26 does appear consistent27 (Table 4).
Of the 14 studies that demonstrated superior outcomes
in Canada, we classified 5 as high quality (3 from population-based registries, including all patients from at least
one Canadian province and two US states) and 9 as low
quality (Table 3). Five studies, two high quality (one from a
population-based registry) and three low quality, showed
consistently lower mortality in Canadian than American
patients with renal failure (Table 3). These studies included
administrative database studies of black patients receiving
renal transplants,28of Manitoban and American patients receiving either hemodialysis or peritoneal dialysis,29 and of
the entire Canadian and American populations receiving
peritoneal dialysis30 or any dialysis.4, 31 Another study that
almost certainly used similar data sources but did not report their methods as thoroughly also suggested lower mortality in Canadian than American patients receiving dialysis
or renal transplants.32 The strongest study from a data collection and adjustment point of view (though with a small
number of American patients and not drawn from a population-based registry), a prospective cohort study in which
the investigators were responsible for data collection,
showed lower mortality in Canadian patients undergoing
peritoneal dialysis.33
The most rigorous of the dialysis studies, taking into account both sampling and adjustment, used data from 5,192
patients in the US case-mix severity study (a random sample of all Americans who began dialysis in 1986 or 1987).
The investigators complemented these data with clinical
and administrative records from the Henry Ford Hospital
in Detroit, Michigan, and review of charts of all patients
(549) with end-stage renal disease treated in the province
of Manitoba between 1983 and 1989.29 Case-mix adjustment included age, sex, and a wide range of comorbidity
(including diabetes, coronary artery disease, heart failure,
respiratory disease, and cancer). After adjustment for both
case-mix and treatment variables (including likelihood of
transplant) the relative mortality rate was 47% higher in the
US population (95% confidence interval [CI] 16%–87%).
One could argue that treatment variables should not have
been included in the adjustment. If so, the increased risk of
death in the American population would have been even
higher. By far the biggest treatment-related variable that

with adequate adjustment (unshaded); then the intermediate quality studies that were reasonably representative and
had adequate adjustment (lightly shaded); and finally the
low-quality studies in which the populations were unrepresentative or adjustment was inadequate (shaded).
Of the 5 studies that reported superior outcomes in the
United States, we classified 2 as high quality (one of which
utilized population registries) and 3 as low quality (Table
2). Of the 2 high-quality studies, one presents results from a
population-based registry that showed higher 30-day postoperative mortality after hip fracture in Manitoba and Quebec in comparison to several American states.15 Canadians
had longer wait times for surgery, longer post-operative
lengths of stay, and higher inpatient mortality. Differences
in mortality were not, however, attributable to differences
in wait times for surgery. Furthermore, the increase in mortality did not persist over time, and Canadian outcomes
proved superior for several other surgical procedures16, 17
(Table 4).
The second high-quality study was prospectively designed to examine outcomes of cataract surgery in a number of countries, including Canada and the United States.13,
14 The two reports of this study fail to describe the mix of insured and uninsured patients in the US sample.
The first of the low-quality studies favouring the US presented results from administrative databases in the United
States and Ontario and showed similar survival in patients
with colon and lung cancer and Hodgkin’s lymphoma, but
superior survival in American breast cancer patients.18 Another study using the same databases over a somewhat different (but overlapping) period showed similar results for
breast cancer and Hodgkin’s disease, but found an overall
survival advantage for American patients in colon cancer
and Canadian patients in lung cancer19 (Table 4). Two studies that used the same database but restricted their analysis
to Toronto versus American cities that the authors considered comparable showed a significant advantage20 or a
trend21 toward superior survival in breast cancer patients in
Canada versus the United States (Table 3).
Other low-quality studies favouring the United States
include populations of patients with rheumatoid arthritis22
and patients after myocardial infarction (MI)23. In the latter
study looking at only one Canadian and one US hospital,
more aggressive treatment in the United States was associated with superior functional status, but not with any difference in recurrent MI or death. Another much larger observational study also found greater use of invasive treatments in the US with superior functional status, but similar
death and reinfarction (though higher stroke) rates24 (Table
4). These results are not completely consistent across studies. Indeed, one study that included 14 American and 4 Ca-
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We have described some of these studies in the context of
studies included in Tables 2 and 3. High-quality studies relying on administrative databases of broad populations
have shown equivalent mortality in Canada and the US in
coronary artery bypass grafting,44 lower mortality in Canada
in a variety of low and moderate risk surgeries, and higher
short but not long-term mortality in high-risk surgeries, including hip fracture repair.16, 17 Lower-quality studies have suggested a similar incidence of low-birth-weight infants,45 no difference in outcomes in asthmatic patients presenting to emergency departments,5 no difference in outcomes in critically ill
patients46 or demented patients admitted to hospital,47 and
no differences in functional status in patients with rheumatoid arthritis.48 A study that relied on volunteer call-in
found that Canadian women with nausea and vomiting of
pregnancy had more depression and more adverse effects
on marital relationships, but fewer lost hours of paid work,
less hospitalization, and less weight loss than did American
women suffering from the condition.49 A study that relied
on an administrative database from one US and one Canadian hospital found higher intensive care unit (ICU) admission rates and longer ICU stays, but shorter overall hospital
stays, in US patients hospitalized for trauma.50

had an impact on mortality was dialysis (relative mortality
0.53 in those transplanted). Transplantation rates were
35% in Manitoba and 17% in the American sample.
A series of reports used the National Cancer Institute’s
Surveillance, Epidemiology, and End Results (SEER) and
the Ontario Cancer Registry (OCR) to compare cancer patients’ outcomes. Two of these population-based studies
also conducted chart reviews in a sample of Canadian patients to obtain staging information not available in the
OCR database. These investigations showed lower mortality rates in lower stage supraglottic and glottic cancer in
Canadian patients, along with lower rates of laryngectomy.34, 35 The stronger of these studies, focusing on patients with glottic cancer, supplemented electronic data
from population-based cancer
registries with chart review, hospital discharge data, and
clinical databases and was able to adjust for stage, age, and
sex. Laryngectomy rates across all stages were 5% in Canada and 13.9% in the United States. Survival was similar in
patients with higher-stage disease, but Canadian patients
with lower-stage disease showed a statistically significant
survival advantage in years 2, 3, and 4.
The other studies utilizing these databases are weaker
because they do not adjust for cancer stage or severity. One
set of reports compared Toronto to a number of American
cities and suggested that poorer Canadian patients fared
better than their American peers.20, 21, 36 These results were
only partly consistent with a report from the entire SEER
database and the entire province of Ontario that supported
the finding of better outcomes in poorer Canadians than
Americans, but also suggested that wealthier Americans
with cancer may fare better than wealthier Canadians19
(Table 4). Another study that used the same databases and
focused on head and neck cancer showed mixed results37
(Table 4). Other mixed findings from studies using these
databases are described earlier in the Results. 18, 19 Three
smaller studies of cancer patients that relied on chart review showed no differences in outcomes between Canada
and the United States (Table 4).38-40
A high-quality population-based study that looked at the
entire cystic fibrosis population in both countries showed
apparent benefits in height and weight from Canadian
care41 (Table 3). A second study restricted to one Canadian
and one US institution suggested higher survival in Canadian cystic fibrosis patients.42 A study comparing AIDS patients in British Columbia to those in a number of American
cities suggested lower death rates in Canadian patients; the
only adjustment was for baseline CD-4 count.43
Of the 19 studies that demonstrated comparable or
mixed outcomes, we classified 3 as high quality (two using
population-based registries) and 16 as low quality (Table 4).

Statistical analysis

The statistical analysis was based on results of 83 populations in 23 studies that reported all-cause mortality with
sufficient completeness for inclusion.15-18, 20-23, 25-27, 29, 33, 37-40,
42, 43, 46, 47, 50 In Figure 2, which depicts the distribution of the
log of the relative risk against the precision of the estimates
(the inverse of the standard deviation of the log RR), values
to the left of 0 favour Canada and values to the right of 0
favour the United States. The pooled relative risk of dying
in Canada versus the United States was 0.95 (95% CI 0.92
to 0.98, p = 0.002, heterogeneity p < 0.0001, I2 = 0.94).
The plot suggests some asymmetry, with a number of lowprecision studies favouring Canada without corresponding
studies favouring the United States. This is consistent with
the statistical analysis, which suggested rejecting the null
hypothesis of no asymmetry (p = 0.02). One possible explanation for this result is publication bias in Canada’s favour.
Table 5 presents the results of the univariable and multivariable regressions. The results show no variables as significant in the univariable model, whereas several are significant in the multivariable model: study quality (higherquality studies tend to favour the US); whether New England was included (inclusion of New England tends to an
estimate of lower mortality in Canada); and disease category (renal failure, cancer, and surgery tended to favour
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The strengths and limitations of this systematic review
bear on its interpretation. We established a team that included expertise in medicine, clinical epidemiology, health
economics, health policy, and health services research in
both Canada and the United States, developed explicit eligibility criteria, and conducted a comprehensive search that
uncovered a number of eligible articles not included in a
previous systematic review.51 We excluded studies, such as
randomized trials of medical interventions in which Canadian investigators recruited some patients and American
investigators others, in which care would be idiosyncratic
or atypical of care in usual clinical practice. Our thorough
examination of each study addressed issues of validity (selection of populations, adjustment for confounders, loss to
follow-up) and generalizability (breadth of samples, including specifying studies that came from population-based
registries).
Reviewers who determined eligibility and judged validity
and generalizability were blind to the results of the study.
In decision-making regarding methodologic issues that
arose as the review progressed, we recused investigators
who were aware of the study results. We made explicit a
priori hypotheses regarding possible sources of heterogeneity, and tested these hypotheses in a thorough statistical
analysis. Our results are consistent with those of a prior
systematic review that completed its search (less comprehensive than ours) in 1997, conducted a limited assessment
of study validity, and failed to conduct a formal metaanalysis.51
The main limitation of our review is in the uneven quality of the original studies, and the threats to validity that
remain even in those studies of high quality. There were
two key ways a study could fail to adequately address our
question: either the population might be small or narrow,
or the investigators might not carry out statistical adjustment for potential differences in underlying prognosis.
Most of the studies we identified failed one of these two criteria (Tables 2–4).
Even studies that meet these criteria, and meet the more
rigorous criterion of utilizing population-based registries,
present challenges with respect to their interpretation. In
general, a health care system can improve outcomes in two
ways. One is to facilitate early entry to care, including preventive care, and thus avoid unnecessary morbidity and
mortality. For instance, if access to primary care is easy and
without financial obstacles, one might expect superior outcomes in hypertension (e.g., fewer strokes). Alternatively, a
system might generate better outcomes by better treatment
of serious morbidity once it arises. For instance, stroke patients may be more likely to receive early thrombolysis,
thromboprophylaxis, and multidisciplinary rehabilitation.

Fig. 2: Funnel plot for all-cause mortality,
US versus Canadian studies.

Canada; cardiology and other studies tended to favour the
US). Neither the univariate models, nor the multivariate
model (despite apparently explaining 49% of the variance)
were stable. For instance, omission of two relatively large
studies that represented outliers resulted in very different
results.

Interpretation
In this systematic review, we demonstrated that although
Canadian outcomes were more often superior to US outcomes than the reverse, neither the United States nor Canada can claim hegemony in terms of quality of medical care
and the resultant patient-important outcomes. In virtually
all areas, study results have demonstrated some apparent
advantages for Canada and others for the United States. In
cancer, where a number of strong studies have used population-based registries, Canadian outcomes appear superior
in head and neck cancer, and possibly for low-income patients with a variety of cancers; American women with
breast cancer appear to have better survival rates than Canadian women. In data from population-based registries,
Canadians enjoy better risk-adjusted survival after a variety
of surgeries, but American outcomes appear superior after
hip fracture repair and cataract surgery. Studies that do not
utilize population-based registries suggest that Americans
have, possibly as a result of more aggressive interventions,
less angina after MI, but the benefit may come at the price
of increased strokes and bleeding. There is one area in
which Canadian outcomes appear consistently superior:
end-stage renal failure. Even here, however, as we shall discuss, one cannot be certain that superior medical care is responsible for the differences.
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If a health system does better in early identification and
treatment, diseased patients in that system will appear less
ill. Statistical adjustment for severity of illness is in general
appropriate – one wouldn’t want to attribute to better care
what is in fact due to a better prognosis. The risk, however,
is that the adjustment will obscure the benefits of early
identification and treatment.
Such issues become relevant in comparisons of outcomes between Canada and the United States. For instance,
the United States does a better job of screening women for
breast cancer.52 To the extent that early diagnosis reduces
breast cancer deaths, one would expect a survival advantage for American women. At the same time, any apparent
increase in longevity may be largely, or even completely,
due to the length and lead-time biases inherent in observational studies of screening.
A number of studies using the American National Cancer Institute’s Surveillance, Epidemiology, and End Results
Program (SEER) and the Ontario Cancer Registry (OCR)
have addressed breast cancer outcomes. Although studies
using these databases and examining Toronto versus a
number of US cities suggest higher breast cancer survival in
low-income Canadian women than in their American counterparts,20,21,36 several studies using the entire database
have suggested superior overall breast cancer survival in
American women.18, 19, 32 We rated these studies as low
quality because of failure to adjust for disease stage. If
higher screening rates or better self-detection in the US result in the identification of earlier stage histologic cancers
that would have remained asymptomatic and dormant,
studies would demonstrate superior survival despite
equivalent medical care. On the other hand, perhaps there
is a true American advantage that results from higher rates
of screening52 or from superior care after diagnosis. The
data do not allow assessment of the relative likelihood of
these possible explanations.
These studies raise another important limitation of the
current data. Canada has largely53 (though not completely52,
54) eliminated gradients in access to care by socioeconomic
status that remain in the United States,55, 56 and this may
contribute to Canada’s smaller socioeconomic gradients in
health outcome.57 If this were so, one would expect that
studies focused on poorer individuals would reveal superior
outcomes in Canada, whereas differences might be obscured in studies of entire populations. Indeed, the cancer
studies by Gorey and colleagues20, 21, 36 and by Boyd19 suggest this may be the case. At the same time, it is possible
that being able to pay for better care might lead to better
outcomes in those with high incomes in the US versus Canada. Indeed one of the studies in cancer patients suggested
this possibility.19 Unfortunately, these are the only studies

that explore gradients in outcome across socioeconomic
status.
Although the overall effect in the meta-analysis may be
of some interest (a 5% reduction in relative risk of all-cause
mortality in Canada versus the United States) the large
variability in study results (heterogeneity p < 0.0001, I2
94%, Figure 2) makes the pooled estimate difficult to interpret. Our primary reason for conducting the statistical
analysis was, through meta-regression, to explore possible
explanations of variability in results and provide adjusted
estimates of relative risk. This exploration proved difficult
to interpret. Although the multivariate model identified apparent sources of heterogeneity and provided adjusted estimates of relative risk (Table 5), the results were inconsistent between univariate and multivariate approaches, and
both the univariable and multivariable models were very
unstable. Thus, we do not feel confident that the statistical
modeling has provided either a satisfactory explanation for
the study-to-study variability in results or credible estimates of adjusted relative risk.
One group of patients fared consistently better in Canada than in the U.S., those with end-stage renal disease.4, 2833 Whether in hemodialysis programs, peritoneal dialysis,
or after receipt of renal transplants, Canadians survive
longer. The larger proportion of Americans than Canadians
who begin dialysis treatment confounds interpretation of
this finding. Perhaps Americans fare worse because a larger
number of sicker patients enter dialysis. On the other hand,
it may be that the larger proportion of Americans on dialysis reflects a lower threshold to start dialysis, and thus a less
sick dialysis population. The limited available evidence
suggests that thresholds for dialysis are in fact similar in the
two countries.58 Furthermore, two high-quality studies that
included extensive adjustment for comorbidity29,33 still
show substantially lower mortality in Canadian patients,
suggesting that imbalance in risk cannot explain superior
Canadian outcomes.
Nevertheless, the weight of the evidence strongly suggests that Canadian end-stage renal patients truly have
higher survival than those in the US. The explanation for
this difference may lie in differences in the ownership of dialysis facilities. Virtually all Canadian dialysis care is notfor-profit, while for-profit providers deliver approximately
75% of American care for end-stage renal failure. A systematic review has shown a higher mortality in patients undergoing dialysis in for-profit centres.59
Despite the limitations of the available studies, some robust conclusions are possible from our systematic review.
These results are incompatible with the hypothesis that
American patients receive consistently better care than Canadians. Americans are not, therefore, getting value for
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money; the 89% higher per-capita expenditures on health
care in the United States does not buy superior outcomes
for the sick.
Canadian health care has many well-publicized limitations. Nevertheless, it produces health benefits similar, or
perhaps superior, to those of the US health system, but at a
much lower cost. Canada’s single-payer system for physician and hospital care yields large administrative efficiencies in comparison with the American multi-payer model.60
Not-for-profit hospital funding results in appreciably lower
payments to third-party payers in comparison to for-profit
hospitals61 while achieving lower mortality rates.62 Policy
debates and decisions regarding the direction of health care
in both Canada and the United States should consider the
results of our systematic review: Canada’s single-payer system, which relies on not-for-profit delivery, achieves health
outcomes that are at least equal to those in the United
States at two-thirds the cost.

9. Himmelstein DU, Woolhandler S, Hellander I, Wolfe SM. Quality of
care in investor-owned vs not-for-profit HMOs. JAMA
1999;1282(2):159-63.
10. Gorey KM, Kliewer E, Holowaty EJ, Laukkanen E, Ng EY. An international comparison of cancer survival: Toronto, Ontario, and Detroit, Michigan, metropolitan areas. Am J Public Health
1997;187(7):1156-63.
11. Groome PA, MacKillop WJ, Rothwell DM, O'Sullivan B, Irish JC,
Hall SF, et al. Management and outcome of glottic cancer: a population-based comparison between Ontario, Canada and the SEER areas of the United States. J Otolaryngol 2000;29(2):67-77.
12. Roos LL, Fisher ES, Sharp SM, Newhouse JP, Anderson G, Bubolz
TA. Postsurgical mortality in Manitoba and New England. JAMA
1990;1263(18):2453-8.
13. Norregaard JC, Hindsberger C, Alonso J, Bellan L, Bernth-Petersen
P, Black C, et al. Visual outcomes of cataract surgery in the United
States, Canada, Denmark, and Spain. Report From the International Cataract Surgery Outcomes Study. Arch Ophthalmol
1998;1116(8):1095-100.
14. Norregaard JC, Bernth-Petersen P, Bellan L, Alonso J, Black C,
Dunn E, et al. Intraoperative clinical practice and risk of early complications after cataract extraction in the United States, Canada,
Denmark, and Spain. Ophthalmology 1999;1106(1):42-8.
15. Ho V, Hamilton BH, Roos LL. Multiple approaches to assessing the
effects of delays for hip fracture patients in the United States and
Canada. Health Serv Res 2000;134(7):1499-518.

Acknowledgements: We are grateful to Laurel Raftery and par-

16. Roos LL, Fisher ES, Brazauskas R, Sharp SM, Shapiro E. Health
and surgical outcomes in Canada and the United States. Health Aff
(Millwood) 1992;11(2):56-72.

ticularly to Denise Healey for their crucial role in organizing and administering all aspects of the study. We offer thanks to David Churchill,

17. Roos LL, Walld RK, Romano PS, Roberecki S. Short-term mortality
after repair of hip fracture. Do Manitoba elderly do worse? Med
Care 1996;134(4):310-26.

Elizabeth Gilpin, Kevin Gorey, Patti Groome, Timothy Juday, Penny
Mohr, Les Roos, David Skarsgard, Brian Rowe, and Jack Tu, who pro-

18. Keller DM, Peterson EA, Silberman G. Survival rates for four forms
of cancer in the United States and Ontario. Am J Public Health
1997;187(7):1164-7.

vided clarification and additional information regarding their eligible
studies, to Venessa Yu and Marco Venettilli for help with eligibility ad-

19. Boyd C, Zhang-Salomons JY, Groome PA, Mackillop WJ. Associations between community income and cancer survival in Ontario,
Canada, and the United States. J Clin Oncol 1999;17(7):2244-55.

judication and data abstraction, and to Pam Leece for help with article
blinding.

20. Gorey KM, Holowaty EJ, Fehringer G, Laukkanen E, Richter NL,
Meyer CM. An international comparison of cancer survival: relatively poor areas of Toronto, Ontario and three US metropolitan areas. J Public Health Med 2000;122(3):343-8.

Refer en ces
1. Maioni A. Parting at the crossroads: the emergence of health insurance in the United States and Canada. Princeton (NJ): Princeton University Press; 1998.

21. Gorey KM, Holowaty EJ, Fehringer G, Laukkanen E, Richter NL,
Meyer CM. An international comparison of cancer survival: metropolitan Toronto, Ontario, and Honolulu, Hawaii. Am J Public
Health 2000;90(12):1866-72.

2. Poikolainen K, Eskola J. The effect of health services on mortality:
decline in death rates from amenable and non-amenable causes in
Finland, 1969–81. Lancet 1986;1(8474):199-202.

22. Wolfe F, Mitchell DM, Sibley JT, Fries JF, Block DA, Williams CA,
et al. The mortality of rheumatoid arthritis. Arthritis Rheum
1994;137(4):481-94.

3. Velkova A, Wolleswinkel-van den Bosch JH, Mackenbach JP. The
East–West life expectancy gap: differences in mortality from conditions amenable to medical intervention. Int J Epidemiol
1997;26(1):75-84.

23. Pilote L, Racine N, Hlatky MA. Differences in the treatment of myocardial infarction in the United States and Canada. A comparison of
two university hospitals. Arch Intern Med 1994;1154(10):1090-6.

4. Juday T. Crossnational comparisons of FSDR treatment and outcomes. In: Mohr P, Rajan S, Rowell P. Newschaffer C, Bernardin M,
Juday T. Technology and outcomes: international comparisons. Final Report. Bethesda (MD): Project HOPE Center for Health Affairs; 1993:i-8-8.

24. Yusuf S, Flather M, Pogue J, Hunt D, Varigos J, Piegas L, et al.
OASIS (Organisation to Assess Strategies for Ischaemic Syndromes)
Registry Investigators.Variations between countries in invasive cardiac procedures and outcomes in patients with suspected unstable
angina or myocardial infarction without initial ST elevation. Lancet
1998;1352(9127):507-14.

5. Rowe BH, Bota GW, Pollack E, Pollack CV, Emond SD, Comargo
CA. Comparison of Canadian versus US emergency department visits for acute pediatric asthma [abstract]. Acad Emerg Med
1999;6(5):497.

25. Anderson HV, Gibson RS, Stone PH, Cannon CP, Aguirre F,
Thompson B, et al. Management of unstable angina pectoris and
non-Q-wave acute myocardial infarction in the United States and
Canada (the TIMI III Registry). Am J Cardiol 1997;79(11):1441-6.

6. Fleiss J. The statistical basis of meta-analysis. In Statistical Methods in Medical Research. London (UK): Hodder Arnold Journals;
1993. p 121-45.

26. Tu JV, Pashos CL, Naylor CD, Chen E, Normand SL, Newhouse JP,
et al. Use of cardiac procedures and outcomes in elderly patients
with myocardial infarction in the United States and Canada. N Engl
J Med 1997;1336(21):1500-5.

7. Higgins J, Thompson S, Deeks J, Altman D. Statistical heterogeneity in systematic reviews of clinical trials: a critical appraisal of
guidelines and practice. J Health Serv Res Policy 2002:7(1):51-61.

27. Gilpin EA, Koziol JA, Madsen EB, Henning H, Ross J Jr. Periods of
differing mortality distribution during the first year after acute
myocardial infarction. Am J Cardiol 1983;152(3):240-4.

Open Medicine 2007:1(1):e27-36

165

Review

Guyatt et a l

28. Koyama H, Cecka JM, Terasaki PI. Kidney transplants in black recipients. HLA matching and other factors affecting long-term graft
survival. Transplantation 1994;157(7):1064-8.

48. Sherrer YS, Block DA, Mitchell DM, Roth SH, Wolfe F, Fries JF.
Disability in rheumatoid arthritis: comparison of prognostic factors
across three populations. J Rheumatol 1987;114(4):705-9.

29. Hornberger JC, Garber AM, Jeffery JR. Mortality, hospital admissions, and medical costs of end-stage renal disease in the United
States and Manitoba Canada. Med Care 1997;135(7):686-700.

49. Mazzotta P, Maltepe C, Navioz Y, Magee LA, Korne G. Attitudes,
management and consequences of nausea and vomiting of pregnancy in the United States and Canada. Int J Gynaecol Obstet
2000;170(3):359-65.

30. Moran J. Changes in the dose of peritoneal dialysis: Have these independently affected outcomes? Am J Kidney Dis 1998;132(6 Suppl
4):S52-7.

50. Boulanger BR, McLellan BA, Sharkey PW, Rizoli S, Mitchell K, Rodriguez A. A comparison between a Canadian regional trauma unit
and an American level I trauma center. J Trauma 1993;135(2):2616.

31. Mohr PR, Rajan S, Rowell P, Newschaffer C, Bernardin M, Juday T.
Technology and outcomes: international comparisons. Bethesda
(MD); Project HOPE Center for Health Affairs; 1993.

51. Szick S, Angus DE, Nichol G, Harrison MB, Page J, Moher, D.
Health care delivery in Canada and the United States: Are there
relevant differences in health outcomes? Toronto: Institute for
Clinical and Evaluative Sciences; 1999.

32. Hussey PS, Anderson GF, Osborn R, Feek C, McLaughlin V, Millar
J, et al. How does the quality of care compare in five countries?
Health Aff (Millwood) 2004;123(3): 89-99.

52. Katz SJ, Zemencuk JK, Hofer TP. Breast cancer screening in the
United States and Canada, 1994: socioeconomic gradients persist.
Am J Public Health 2000;190(5):799-803.

33. Churchill DN, Thorpe KE, Vonsh EF, Keshaviah PR. Lower probability of patient survival with continuous peritoneal dialysis in the
United States compared with Canada. Canada–USA (CANUSA)
Peritoneal Dialysis Study Group. J Am Soc Nephrol 1997;18(6):96571.

53. Finkelstein MM. Do factors other than need determine utilization of
physicians’ services in Ontario? CMAJ 2001;1165(5):565-70.

34. Groome PA, O’Sullivan B, Irish JC, Rothwell DM, Schulze K, Warde
PR, et al. Management and outcome differences in supraglottic cancer between Ontario, Canada, and the Surveillance, Epidemiology,
and End Results areas of the United States. J Clin Oncol
2003;121(3):496-505.

54. Katz SJ, Hofer TP. Socioeconomic disparities in preventive care
persist despite universal coverage. Breast and cervical cancer
screening in Ontario and the United States. JAMA
1994;1272(7):530-4.
55. Davis K. Inequality and access to health care. Milbank Q
1991;169(2):253-73.

35. Groome PA, O’Sullivan B, Irish JC, Rothwell DM, Math KS, Bissett
RJ, et al. Glottic cancer in Ontario, Canada and the SEER areas of
the United States. Do different management philosophies produce
different outcome profiles? J Clin Epidemiol 2001;154(3):301-15.

56. Andersen RM, Davidson PL. Improving access in America: individual and contextual indicators. In Changing the US health care system: key issues in health services policy and management. Andersen RM, Rice TH, Kominski GF, editors. San Francisco: JosseyBass; 2001. p 3-30.

36. Gorey KM, Holowaty EJ, LaukkanenE, Fehringer G, Richter NL. An
international comparison of cancer survival: advantage of Toronto’s
poor over the near poor of Detroit. Can J Public Health
1998;189(2):102-4.

57. Ross NA, Wolfson MC, Dunn JR, Berthelot HM, Kaplan GA, Lynch
JW. Relation between income inequality and mortality in Canada
and in the United States: cross sectional assessment using census
data and vital statistics. BMJ 2000;1320(7239):898-902.

37. Skarsgard DP, Groome PA, Mackillop WJ, Zhou S, Rothwll D,
Dixon PF, et al. Cancers of the upper aerodigestive tract in Ontario,
Canada, and the United States. Cancer 2000;188(7):1728-38.

58. Sekkarie M, Cosma M, Mendelssohn D. Nonreferral and nonacceptance to dialysis by primary care physicians and nephrologists in
Canada and the United States. Am J Kidney Dis 2001;138(1):36-41.

38. Campbell H. Cancer of the cervix survival. Comparative study of 5year survival rates from cancer of the cervix in 14 countries from
1953-1957 followed to 1962. J Obstet Gynaecol Br Commonw
1966;173(1):27-40.

59. Devereaux PJ, Schunemann HJ, Ravindran N, Bhandari M, Garg
AX, Choi PT, et al. Comparison of mortality between private forprofit and private not-for-profit hemodialysis centers: a systematic
review and meta-analysis. JAMA 2002;288(19):2449-57.

39. Jones SE, Miller TP, Connors JM. Long-term follow-up and analysis for prognostic factors for patients with limited-stage diffuse
large-cell lymphoma treated with initial chemotherapy with or
without adjuvant radiotherapy. J Clin Oncol 1989;17(9):1186-91.

60. Woolhandler S, Campbell T, Himmelstein DU. Costs of health care
administration in the United States and Canada. N Engl J Med
2003;1349(8):768-75.

40. LoCoco S, Covens A, Carney M, Franssen E, Dogde R, Rosen B, et
al. Does aggressive therapy improve survival in suboptimal stage
IIIc/IV ovarian cancer? A Canadian–American comparative study.
Gynecol Oncol 1995;159(2):194-9.

61. Devereaux PJ, Heels-Ansdell D, Lacchetti C, Haines T, Burns KE,
Cook DJ, et al. Payments for care at private for-profit and private
not-for-profit hospitals: a systematic review and meta-analysis.
CMAJ 2004;1170(12):1817-24.

41. Lai HC, Corey M, FitzSimmons S, Kosorok MR, Farrell PM. Comparison of growth status of patients with cystic fibrosis between the
United States and Canada. Am J Clin Nutr 1999;169(3):531-8.

62. Devereaux PJ, Choi PT, Lacchetti C, Weaver B, Schunemann HJ,
Haines T, et al. A systematic review and meta-analysis of studies
comparing mortality rates of private for-profit and private not-forprofit hospitals. CMAJ 2002;1166(11):1399-406.

42. Corey M, McLaughlin FJ, Williams M, Levison H. A comparison of
survival, growth, and pulmonary function in patients with cystic fibrosis in Boston and Toronto. J Clin Epidemiol 1988;141(6):583-91.
43. Chan KC, Galli RA, Montaner JS, Harrigan PR. Survival rates after
the initiation of antiretroviral therapy stratified by CD4 cell counts
in two cohorts in Canada and the United States. AIDS
2002;116(12):1693-5.

Citation: Guyatt GH, Devereaux PJ, Lexchin J, Stone SB, Yalnizyan
MA, Himmelstein D, et al. A systematic review of studies comparing
health outcomes in Canada and the United States. Open Med
2007;1(1):e27–36.

44. Grumbach K, Anderson GM, Luft HS, Roos LL, Brook R. Regionalization of cardiac surgery in the United States and Canada. Geographic access, choice, and outcomes. JAMA 1995;1274(16):1282-8.

Published: April 19, 2007.

45. Katz SJ, Armstrong RW, LoGerfo JP. The adequacy of prenatal care
and incidence of low birthweight among the poor in Washington
State and British Columbia. Am J Public Health 1994;184(6):98691.

Copyright: Open Medicine applies the Creative Commons Attribution
Non-Commercial Share Alike License, which means that anyone is
able to freely copy, download, reprint, reuse, distribute, display or
perform this work for non-commercial purposes, and that authors retain copyright of their work. Any derivative use of this work must be
distributed only under a license identical to this one and must be attributed to the author and to Open Medicine. Any of these conditions
can be waived with permission from the copyright holder. These conditions do not negate or supersede Fair Use laws in any country. For
more information, please follow this link: Creative Commons Attribution-Noncommercial-Share Alike 2.5 Canada License.

46. Rapoport J, Teres D, Barnett R, Jacobs P, Shustack A, Lemeshow S,
et al. A comparison of intensive care unit utilization in Alberta and
western Massachusetts. Crit Care Med 1995;123(8):1336-46.
47. Duckworth GS, Kedward HB, Bailey WF. Prognosis of mental illness in old age: a four year follow-up study. Can J Psychiatry
1979;124(7):674-82.

Open Medicine 2007:1(1):e27-36

166

Use

Of

S ervice s

Phantoms In The Snow:
Canadians’ Use Of Health Care
Services In The United States
Surprisingly few Canadians travel to the United States for health care,
despite the persistence of the myth.
by Steven J. Katz, Karen Cardiff, Marina Pascali, Morris L. Barer, and
Robert G. Evans
PROLOGUE: Over the past three decades, particularly during periods when the
U.S. Congress has flirted with the enactment of national health insurance legislation, the provincial health insurance plans of Canada have been a subject of fascination to many Americans. What caught their attention was the system’s universal
coverage; its lower costs; and its public, nonprofit administration. The pluralistic
U.S. system, considerably more costly and innovative, stands in many ways in
sharp contrast to its Canadian counterpart. What has remained a constant in the
dialogue between the countries is that their respective systems have remained
subjects of condemnation or praise, depending on one’s perspective.
Throughout the 1990s, opponents of the Canadian system gained considerable
political traction in the United States by pointing to Canada’s methods of rationing, its facility shortages, and its waiting lists for certain services. These same opponents also argued that “refugees” of Canada’s single-payer system routinely
came across the border seeking necessary medical care not available at home because of either lack of resources or prohibitively long queues.
This paper by Steven Katz and colleagues depicts this popular perception as
more myth than reality, as the number of Canadians routinely coming across the
border seeking health care appears to be relatively small, indeed infinitesimal
when compared with the amount of care provided by their own system. Katz is an
associate professor in the Departments of Medicine and Health Policy and Management at the University of Michigan. Karen Cardiff is a research associate at the
University of British Columbia’s Centre for Health Services and Policy Research.
Also at the University of British Columbia are Morris Barer, professor and director
at the Centre for Health Services and Policy Research’s Department of Health Care
and Epidemiology, and Robert Evans, professor at the Centre for Health Services
and Policy Research’s Department of Economics. Marina Pascali is a Dallas-based
health care consultant.
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ABSTRACT: To examine the extent to which Canadian residents seek medical care across
the border, we collected data about Canadians’ use of services from ambulatory care facilities and hospitals located in Michigan, New York State, and Washington State during
1994–1998. We also collected information from several Canadian sources, including the
1996 National Population Health Survey, the provincial Ministries of Health, and the Canadian Life and Health Insurance Association. Results from these sources do not support the
widespread perception that Canadian residents seek care extensively in the United States.
Indeed, the numbers found are so small as to be barely detectible relative to the use of care
by Canadians at home.

F

o r m o r e t h a n a d e c a d e anecdotal reports of waiting lists for elective
procedures in Canada and of hordes of Canadian “Medicare refugees” crossing the border in search of medical care in the United States have provided
emotive fuel for critics of the Canadian health care system from both sides of the
border.1 American opponents of universal public coverage have argued that global
constraints on capacity and funding force many Canadians to cross the border in
search of services that are unavailable or in short supply in their own country.2
Some have gone so far as to suggest that the widening health care spending gap between Canada and the United States is partly the result of counting expenditures
by Canadian Medicare refugees in the U.S. rather than the Canadian expenditure
totals, although there is an extensive body of evidence showing that the sources of
the spending gap lie elsewhere.3
The Medicare refugee story is harnessed in Canada to promote the message that
the Canadian health care system (known as Medicare) is chronically underfunded; the refugees are but one prominent symptom. The Canadian “underfundists” are, however, divided as to the appropriate response. The many who support the fundamental principles on which Canadian Medicare is built argue that
Canadian waiting lists and care seeking in the United States demonstrate the need
for new public funds to increase capacity and services. While “evidence” in the
form of Medicare refugees might be new, this debate about the level of public
funding has been part of the dialogue between Canadian providers and provincial
payers throughout Canadian Medicare’s history.4
But the putative refugees are also pawns in a debate driven by Canadian opponents of universal public funding, who wish to expand the role of private financing. This debate grew more intense during the 1990s as provincial payers increasingly constrained their health care budgets.5 News headlines suggesting that
Canadians spend more than $1 billion annually south of the border have been cited
to bolster the argument that private funding would reduce the pressure on the
public system, thus reducing both public waiting lists and the flow of Canadians
heading south for care. As a bonus, that $1 billion would stay at home.6
Unfortunately, this persuasive image of Canadian refugees survives in a virtual
vacuum of evidence. How many Canadians actually head to the United States to
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“Some provincial governments have imposed tighter limits on their
financial liability for residents’ care received in the United States.”
seek medical care that they cannot obtain, or are unwilling to wait for, in Canada?
What kinds of services do they receive? Where do they get these services, and how
do they pay for them?
The paucity of answers to these questions is a result of large conceptual and empirical challenges facing researchers who attempt to fill in the gaps. Tens of thousands of Canadians enter the United States each year for a number of reasons unrelated to medical care seeking, such as holidays, business, education, or shopping.
Any of these visitors might require medical care coincidentally while outside Canada. Thus, one must identify the context of Canadians’ medical care use in the
United States to separate Medicare refugees from business travelers, “snowbirds,”
and holiday seekers.
 Paying for out-of-country medical care. As part of a more widespread strategy to reduce public health care spending during much of the past decade, some provincial governments have imposed tighter limits on their financial liability for residents’ medical care received in the United States. Payment limits for emergency
hospitalizations in 2000 varied somewhat across provinces: Per diem payments
ranged from as little as Can$75 for residents of British Columbia to as much as
Can$570 in Manitoba and Prince Edward Island. Outpatient emergency services are
generally reimbursed at provincial fee-schedule rates, which are far below fees in the
United States.7 But several provinces such as Ontario and Manitoba have also limited payments for outpatient emergency visits to as little as Can$50–$100. These restrictions have motivated more Canadians to obtain insurance for health care expenses incurred while traveling for extended periods in the United States.
In selected circumstances, more formal arrangements have been negotiated between provincial payers and U.S. providers. Provinces have always reimbursed individuals, subject to preapproval and negotiated payments, who are required to
travel to the United States to obtain highly specialized services not available in
their home province. More recently, several Canadian provincial payers have established temporary contracts with U.S. providers for specific services available
but subject to unacceptable delay in Canada.
 Research objectives. In this study we attempt to quantify, across all sources
of payment, the services provided to Canadians in U.S. regions located near the three
most heavily populated Canadian provinces. Within these regions we examined
data from two different types of sources: three states’ hospital discharge records and
a survey of selected ambulatory care sites. In addition, we surveyed “America’s Best
Hospitals” because they might serve as “magnets” for Canadians.8
 Analytic framework. Canadians might receive care in the United States for a
number of reasons: (1) Services are available in Canada but often involve extensive
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wait times (wait-listed services). Examples often include magnetic resonance imaging (MRI), radiation oncology treatment, and selected surgical procedures such as
total knee replacements, cataract surgery, and coronary artery bypass surgery.
(2) Leading-edge technology services are unavailable in Canada. Examples include gamma knife radiation and proton beam therapy for some cranial tumors
and specialized programs to treat severe brain injuries.
(3) Services are available in Canada, but U.S. health care centers are more conveniently located for some Canadians (proximal services). Examples include some
residents of rural border regions in Saskatchewan, Manitoba, New Brunswick, or
western Ontario seeking primary care in U.S. settings; and some residents of urban centers such as Thunder Bay, Ontario, seeking secondary or tertiary care
south of the border.
(4) Services are provided to Canadian snowbirds, who live in the United States
during the winter months, or to other periodic business and leisure travelers to the
United States (coincidental services).
(5) Services are available in Canada but are perceived by the patient to be of
higher quality in specific U.S. medical centers such as those listed as one of “America’s Best Hospitals” (magnet services).
Across these categories, the sources of funding for care vary considerably. For
example, patients in the fourth category will generally have their costs covered by
varying combinations of provincial health insurance and private insurance. Services in the second category, approved by a provincial plan, would be paid in full
by that plan at rates negotiated with the U.S. care center. Some services in the first
and third categories may be provided under a contract between the provincial
Ministry of Health and the U.S. providers. Other services in these two categories,
as well as those in the fifth, require direct out-of-pocket payment by Canadian
patients.
 Sampling strategy and data collection. From the American side. Based on this
framework, we developed a multiprong sampling and data collection strategy. We
conducted a telephone survey in the fall and winter of 1998–99 of all ambulatory
care clinical facilities located in specific heavily populated U.S. urban corridors bordering Canada (Buffalo, Detroit, and Seattle) that offered services that might be less
available in Canada. These services included diagnostic radiology, ambulatory surgery, ambulatory eye surgery, cancer evaluation and treatment, and mental health
and substance abuse treatment. Facilities performing these procedures were identified using a variety of federal, provincial, state, and local sources including local
health care consultants and provider groups, the U.S. Federated Ambulatory Surgery Association, the American Hospital Association, the American College of Surgeons, and the SMG Marketing Group.
We performed a structured telephone interview of one or more key informants
within the institution (typically senior personnel in billing, marketing, or public
relations). Information collected included the number of Canadians who visited
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the institution in the prior year and whether there were any obvious trends, the
nature of referral there, type of services provided, and methods of payment.
To examine inpatient care provided to Canadians, we acquired statewide hospital discharge data for 1994–1998 from Michigan, New York State, and Washington State. To differentiate care-seeking admissions from those related to coincidental activity, we categorized admissions according to admission status
(emergency/urgent versus elective) and principal discharge diagnosis. Also, we attempted to contact key informants at each of “America’s Best Hospitals” to inquire
about the number of Canadians seen in both inpatient and outpatient settings.
From the Canadian side. We examined a number of different Canadian data
sources to identify the extent of care seeking in the United States. We first analyzed data from the 1996–1997 National Population Health Survey (NPHS), a large
survey representative of the Canadian noninstitutionalized population, that contained two questions pertaining to health care seeking in the United States. Respondents were asked: “In the past twelve months did you receive any health care
services in the United States?” A positive response to the first question prompted
a second one: “Did you go there primarily to get these services?”
An important potential source of Canadian patients for U.S. providers is formal
contracts between them and provincial payers for specific diagnostic and treatment services. We identified the nature of these provincial contracts through personal contacts in the Ministries of Health of selected provinces. Finally, we spoke
to the director of the Canadian Life and Health Insurance Association about the
growth of out-of-country travelers’ emergency medical care insurance and insurance packages for services provided to Canadians in the United States on an elective basis. Unfortunately, one important source of Canadian data, provincial Ministry of Health expenditures specifically for out-of-country services, was
insufficiently complete and comparable across provinces to be useable for this
project. Remarkably, details such as patient demographics, types and dates of services, and location of U.S. providers are not being systematically tracked by most
provincial Ministries of Health.

Study Findings, By Data Source
 U.S. ambulatory facilities survey. Almost 40 percent of the facilities we surveyed reported treating no Canadians, while an additional 40 percent had seen
fewer than ten patients (Exhibit 1). Fifteen percent of respondent sites reported
treating 10–25 Canadian patients, and only about 5 percent reported seeing more
than 25 during the previous year (generally 25–75 patients; none reported more than
100). These findings were fairly consistent across the service categories. The overall
response rate was 67 percent, and it varied across type of clinical facility from 56
percent for ambulatory surgery centers to 80 percent for cancer centers.
If we extrapolate these findings (assuming that nonrespondents show a pattern
similar to that of respondents), these facilities in the three large metropolitan ar-
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EXHIBIT 1
Number Of Ambulatory Health Care Facilities Reporting Having Treated Adult
Canadian Residents In Michigan, New York State, And Washington State In The Prior
Year, By Number Of Canadians Seen, 1997–1998
More than
25 seena

Response
rate

7
5

3
0

70.8%
56.0

2
9

6
3

3
1

61.5
80.0

56

21

7

67.3

Facility type

None
seen

Fewer than
10 seen

Diagnostic (n  68)
Ambulatory surgery (n  28)

22
14

36
9

Opthalmology (n  16)
Cancer centers (n  24)

5
11

Total (n  136)

52

10–25
seen

SOURCE: Information obtained from authors’ analysis of data obtained from telephone interviews with senior administrative
staff in selected ambulatory health care facilities in Michigan, New York State, and Washington State in the fall and winter of
1998–99.
NOTES: Age 17 years and older. Number in parentheses indicates number of respondents.
a
Most facilities in this group reported 25–75 patients, and none reported more than 100 patients.

eas combined saw approximately 640 Canadian patients for diagnostic radiology
services such as computed tomography (CT) scans or MRI and 270 patients for
eye procedures such as cataract surgery over a one-year period. By comparison, the
annual volume for CT scans and cataract extractions averaged about 80,000 and
25,000 procedures, respectively, in British Columbia alone during the mid- 1990s. 9
In Quebec the annual volume during the same period for CT scans and MRI averaged 375,000 procedures and 44,000 procedures, respectively.10
We also sought to examine Canadians’ use of mental health and substance
abuse services in these same three U.S. catchment areas, because previous reports
in the early 1990s suggested a cross-border flow of patients for these services.11 Because these regions have large networks of community mental health clinics, most
of which do not regularly see patients from outside their community catchment
area, we could not readily identify providers that would be the most likely targets
for Canadian referrals. Therefore, we approached all such facilities that we could
identify. Using the American Hospital Association’s guide to accredited freestanding substance abuse and mental health organizations, we identified thirty-two
organizations in the Detroit area but only three in the Seattle area. We received responses to our telephone survey from twenty-three of the thirty-two organizations in Detroit (72 percent) and from all three of the Seattle sites. All but one reported seeing fewer than ten Canadian patients in the prior year, and none
reported seeing more than twenty-five. In New York State the Office of Alcoholism and Substance Abuse collects data on treatment encounters at all centers in
the state. From July 1997 through June 1998, 105,456 patients were seen, of which
246 were categorized as “other country.”
 State hospital discharge data. Over the five-year observation period from
1994 to 1998, 2,031 patients identified as Canadians were admitted to hospitals in
Michigan; 1,689 to hospitals in New York State; and 825 to hospitals in Washington
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State. During the same period, annual inpatient admissions to hospitals within the
bordering provinces of Ontario, Quebec, and British Columbia averaged about 1 million, 600,000, and 350,000, respectively.12 Thus, Canadian hospitalizations in the
three U.S. states represented 2.3 per 1,000 total admissions in the three Canadian
provinces. Furthermore, emergency/urgent admissions and admissions related to
pregnancy and birth constituted about 80 percent of the stateside admissions. Elective admissions were a small proportion of total cases in all three states: 14 percent
in Michigan; 20 percent in New York; and 17 percent in Washington.
Principal diagnostic categories. The distribution of diagnostic categories varied by
the type of admission (emergency/urgent versus elective) and by state. Diseases of
the circulatory system and injury and poisoning accounted for 37 percent of all
cases in Michigan, 39 percent in New York State, and 50 percent in Washington
State (50 percent, 23 percent, and 21 percent, respectively, of all cases within the
elective admission category) (Exhibit 2). Within the circulatory system category,
the most common principal discharge diagnoses in all three states were acute
myocardial infarction, cerebrovascular disorder, heart failure, and conduction disorders and arrhythmias. In New York State, admissions associated with digestive
disorders (such as cholelithiasis, gastroenteritis/colitis, and appendicitis) represented 13 percent of emergency/urgent cases. In Michigan, admissions associated
with mental disorders (schizophrenic disorders, affective/depressive disorders,
and substance abuse) represented 20 percent of emergency/urgent cases, and the
EXHIBIT 2
Acute Care Hospital Discharges For Adult Canadian Residents In Three States, By
State, Admission Type, And Principal Diagnostic Category, 1994–1998
Type of admission
Michigana

New York State

Principal diagnostic
category

Emergency/
urgentb
Elective
(n  1,465) (n  292)

Emergency/
urgent
(n  1,224)

Elective
(n  333)

Emergency/
urgent
Elective
(n  651)
(n  140)

Infectious and parasitic
Neoplasms
Endocrine/metabolic
Mental disorders
Circulatory system
Respiratory system
Digestive system
Genitourinary system
Musculoskeletal system
Signs/symptoms
Injury/poisoning
Otherc

2.2%
2.6
4.0
20.4
18.9
8.1
7.1
2.7
2.7
6.8
19.8
4.7

2.1%
3.1
2.7
6.5
25.4
7.9
13.0
4.3
2.0
9.4
18.1
5.5

0.0%
19.8
1.5
5.4
15.9
1.0
9.3
9.0
15.6
2.1
6.6
14.4

2.2%
2.2
1.5
4.4
33.8
7.5
11.0
2.4
1.0
8.9
22.5
2.6

1.7%
1.7
2.0
13.4
26.4
6.2
7.5
3.7
1.8
7.6
23.6
4.4

Washington State

1.0%
19.2
0
20.0
14.2
2.1
6.4
3.5
15.7
1.4
6.4
10.0

SOURCE: Discharge information based on authors’ analysis of data obtained from New York, Michigan, and Washington
statewide acute care hospital data sets for 1994–1998.
NOTE: Age 17 years and older; pregnancy and birth category excluded.
a
152 cases in the Michigan database did not have an admission type.
b
Urgent cases were 9 percent, 13 percent, and 27 percent of the emergency/urgent category in Michigan, New York, and
Washington, respectively.
c
Includes blood/blood-forming organs, nervous system, skin, congenital anomalies, and missing diagnostic information.
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number of cases within this category was much greater than in either New York or
Washington. However, we were unable to obtain further details from ministry or
state sources. The remaining cases within the emergency/urgent category were
distributed widely across principal diagnostic categories, and there was no consistent pattern across states. The distribution of elective cases across clinical categories was quite broad, with no consistent pattern across states.
 America’s Best Hospitals. Response from these institutions was low (eleven
of twenty) and somewhat fragmentary. The numbers of Canadian patients seen in
the prior year were generally very low: Six hospitals reported fifteen or fewer elective inpatients or outpatients; four hospitals reported 20–60 patients, and one hospital reported nearly 600 patients (90 percent outpatients and many related to proton beam radiation therapy for cancer).
 Results from Canada. Several sources of evidence from Canada reinforce the
notion that Canadians seeking care in the United States were relatively rare during
the study period. Only 90 of 18,000 respondents to the 1996 Canadian NPHS indicated that they had received health care in the United States during the previous
twelve months, and only twenty indicated that they had gone to the United States
expressly for the purpose of getting that care.13
Formal contracts. Periodic formal contracts between provincial payers and U.S.
providers have a long history, but a few such contracts have received considerable
attention on both sides of the border.14 Most notable have been contracts for the
provision of radiation therapy for cancer patients, in response to backlogs created
by shortages of radiation technicians. For example, Quebec contracted with three
radiation centers in Vermont and Maine in October 1999 for treatment of patients
with breast and prostate cancer; 1,030 patients were treated during the subsequent year.15 Ontario contracted with three health care organizations in Michigan,
New York, and Ohio in March 1999 to provide treatment for patients with breast
and prostate cancer, and 1,416 patients had been referred as of 31 October 2000.16
This is equivalent to approximately 8.5 percent of all prostate and breast cancer
patients treated with radiation therapy in Ontario during the same time frame.
Preapproval for stateside evaluation. A relatively rare occurrence is preapproval for
stateside evaluation of rare disorders or for experimental treatments not yet available in Canada. These treatments are often eventually adopted in Canada but diffuse less rapidly than in the United States. It is during that window between U.S.
and Canadian adoption that occasional referral to the United States occurs. Examples of this include gamma knife therapy (a cobalt source is used to generate
gamma rays that converge on a focal point) for treatment of cranial problems and
brachytherapy (insertion of radioactive seed implants) for prostate cancer.
Typically, a province the size of Quebec (approximately 7.3 million persons) may
approve about 100 requests per year.17 Finally, in some provinces, contracts have
been established between the provincial payer and U.S. primary care providers to
provide primary care to residents of sparsely settled rural areas near the U.S. bor-
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“The anecdotal reports of Medicare refugees from Canada are not
the tip of a southbound iceberg but a few scattered cubes.”
der. In New Brunswick (a province of 750,000 persons) this accounted for about
2,000 visits between 1996 and 1998.
Private insurance policies. Limits imposed since the early 1990s on out-of-province
payments by provincial payers have motivated more Canadians to obtain travelers’
insurance for emergency out-of-province medical care. For example, the number
of individual policies sold to Canadians increased from 700,000 to 2,800,000 from
1992 to 1999. However, we found no evidence that there is a demand in Canada for,
or a supply of, insurance policies for elective medical care services.18 Some private
insurance firms have expressed interest in offering policies that would provide
service in the United States if one had to wait more than thirty days on a Canadian
waiting list; however, there has been no apparent demand for such policies to date.

Discussion
A tip without an iceberg? This study was undertaken to quantify the nature
and extent of use by Canadians of medical services provided in the United States. It
is frequently claimed, by critics of single-payer public health insurance on both sides
of the border, that such use is large and that it reflects Canadian patients’ dissatisfaction with their inadequate health care system. All of the evidence we have, however, indicates that the anecdotal reports of Medicare refugees from Canada are not
the tip of a southbound iceberg but a small number of scattered cubes. The crossborder flow of care-seeking patients appears to be very small.
Our telephone survey of likely U.S. providers of wait-listed services such as advanced imaging and eye procedures strongly suggested that very few Canadians
sought care for these services south of the border. Relative to the large volume of
these procedures provided to Canadians within adjacent provinces, the numbers
are almost indetectable. Hospital administrative data from states bordering Canadian population centers reinforce this picture. State inpatient discharge data
show that most Canadian admissions to these hospitals were unrelated to waiting
time or to leading-edge-technology scenarios commonly associated with crossborder care-seeking arguments. The vast majority of services provided to Canadians were emergency or urgent care, presumably coincidental with travel to the
United States for other purposes. They were clearly unrelated either to advanced
technologies or to waiting times north of the border. This is consistent with the
findings from our previous study in Ontario of provincial plan records of reimbursement for out-of-country use of care.19 Additional findings from the current
study showed that a small amount of cross-border use was related to proximal
services, primarily in rural or remote areas where provincial payers have made arrangements to reimburse nearby U.S. providers. Finally, information from a sam
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ple of “America’s Best Hospitals” revealed very few Canadians being seen for the
magnet referral services they provide.
These findings from U.S. data are supported by responses to a large population-based health survey, the NPHS, in Canada undertaken during our study period (1996). As noted above, 0.5 percent of respondents indicated that they had received health care in the United States in the prior year, but only 0.11 percent (20
of 18,000 respondents) said that they had gone there for the purpose of obtaining
any type of health care, whether or not covered by the public plans.
 Was our net fine enough? This study might have underestimated the number
of Canadians seeking care in the United States, for several possible reasons. First, a
number of institutions did not respond to our survey. Those institutions might have
seen larger numbers of Canadian patients than did the institutions that responded.
However, persons contacted at nonresponding sites suggested to us that in fact they
simply had nothing much to report. Second, we may simply have asked the wrong
institutions and collected hospital data from the wrong states. It is possible that Canadians found their way to more remote sites not identified as magnet institutions.
Indeed, we know that many Canadians receive care in Florida and California, for example. However, these are predominantly coincidental services. We could determine no logical reason why Medicare refugees would go further afield or to less
prominent sites. Finally, it is possible that surveyed providers and administrative
data did not recognize Canadians because they were using local addresses. This
would be a limitation on any study of U.S. providers, for which the only possible
remedy would be a costly individual patient survey. However, we have no information that would suggest that Canadians who seek care in the United States are likely
to have U.S. addresses.
On the Canadian side, the surprisingly poor quality of some of the provincial
data leaves open the possibility that some patients heading south for contracted
services reimbursed by the public plans may have been missed if they were cared
for in facilities that did not participate in our stateside survey. However, earlier
analysis of Ontario Health Insurance Plan (OHIP) data found that most spending
for medical and hospital services received by Canadians in the United States during the early 1990s was related to the “coincidental” basic and emergency health
care services typically used by Canadians traveling or temporarily residing in the
United States.20 Although the possibility of underestimating cross-border care
seeking can never be entirely eliminated, we do not believe that its magnitude
would be sufficient to challenge our conclusions.
 Why is cross-border care seeking so low? Our results should probably not,
on reflection, be surprising. Prices for U.S. health care services are extraordinarily
high, compared with those in all other countries, and this financial barrier is magnified by the extraordinary strength of the U.S. dollar. Private insurance for elective
services, being subject to very strong adverse selection, is, not surprisingly, nonexistent. Discussions with key informants in the Canadian private insurance industry
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indicated that carriers correspondingly confine themselves to the coincidental services market. Furthermore, provincial governments have been lowering their rates
of reimbursement and tightening preapproval criteria for cross-border care. In the
absence of either source of health insurance coverage, it would be somewhat surprising if large numbers of Canadians were choosing to head south and pay out of
pocket for care. In fact, one recent survey found that Canadians were not even prepared to pay out of pocket in their own country to reduce their own waits.21
 What about Canadian contracts with U.S. providers? The numbers of true
medical refugees—Canadians coming south with their own money to purchase U.S.
health care—appear to be handfuls rather than hordes. But there are still the highly
visible examples of Canadian provincial governments contracting with U.S. providers for specific services that are unavailable or in short supply in Canada. While
these contracts have received extensive press coverage on both sides of the border,
they have largely been short-term arrangements for a limited number of procedures
for selected patients experiencing delays in several Canadian provinces.22 Do such
purchases indicate that the Canadian health care system is inadequate to meet the
needs of its citizens and is critically dependent on access to the better-resourced
U.S. system?
Well, yes and no. In the case of highly specialized and leading-edge or experimental technologies, this contracting policy is obviously sensible. It would be impossible for a country one-tenth the size of the United States (much less individual provinces) to try to maintain the capability to offer every conceivable form of
care, no matter how advanced or unusual. Purchasing such services from a small
number of U.S. tertiary centers that offer them, as indeed many U.S. payers do, is
the only reasonable option. As and if the technology matures and its range of applicability expands, it may be disseminated to Canadian centers.
Cross-border contracting for services to augment existing Canadian capacity
for commonly used technologies raises somewhat different issues. An important
cost containment strategy in Canada has been constraint on the capacity of diagnostic- and treatment-related technology. Tight capacity is particularly vulnerable to unexpected surges in demand for care or a sudden loss of supply attributable to, for example, a strike by critical support personnel. The consequence is
increased waiting times that at some point may be perceived as excessive by providers, patients, or the public. Selective contracting with U.S. providers has been a
response to these concerns.
A case for long-term contracts. As long as Canadian capacity remains tight for selected medical technologies while at the same time the United States continues to
generate excess capacity, cross-border contracting appears to be a perfectly sensible approach to dealing with patient queues. It also offers a way of delaying capital
investments in response to shifts in patterns of clinical practice until these have
had time to establish themselves. As a purely economically motivated “make or
buy” decision, it might even make sense to enter into long-term contracts for the
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purchase of services in the United States, as long as these contracts were available
at prices above U.S. marginal cost but below the Canadian average unit cost. Such
contracts would reflect not a “failure” of the Canadian system but simply provincial governments’ behavior as a “prudent purchaser,” taking advantage of the opportunity to “buy” more cheaply than it could “make.” Americans would also benefit. As long as their health care system is organized to generate excess capacity,
they are clearly better off if the excess capacity is sold to Canadians than if it is left
to sit idle or used to generate unnecessary domestic servicing.
The case against. But there are other important considerations that would be
raised by a long-term Canadian policy of importing health care services from the
United States, even at favorable prices. First, patients may resist absorbing the
monetary and nonmonetary costs of travel to the United States. Second, Canadian
purchasers of U.S. services may be most vulnerable to loss of a contract or increased prices if U.S. domestic demand surges or supply decreases. Third, solving
the problem of Canadian waiting lists by sending a regular wave of patients south
would imply a major loss of income for Canadian providers. For all three reasons,
this policy would be largely unacceptable to providers and patients, and, as a result, politicians would likely face an ongoing chorus of accusations that the system fails to meet the medical needs of their constituency.
 Phantoms in the snow. Despite the evidence presented in our study, the Canadian border-crossing claims will probably persist. The tension between payers
and providers is real, inevitable, and permanent, and claims that serve the interests
of either party will continue to be independent of the evidentiary base. Debates over
health policy furnish a number of examples of these “zombies”—ideas that, on logic
or evidence, are intellectually dead—that can never be laid to rest because they are
useful to some powerful interests.23 The phantom hordes of Canadian medical refugees are likely to remain among them.
The authors acknowledge financial support from the Canadian Institutes of Health Research (formerly the
Medical Research Council of Canada) for this research.
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and to introduce universal coverage. He spoke with Anne
Underwood, a freelance writer.

Q. And what was your conclusion at the end of this
study?
A. We adopted a single-payer system along the Canadian
lines. I did not invent it. I’m just in the transfer-of-knowledge business.

Q. Taiwan instituted universal insurance in 1995. What
was the health care system like before?
A. Only a portion of the people were insured, including
civil servants, employees of large firms and farmers. The military had its own system of coverage. But 45 percent of the
population did not have insurance, and they faced financial
barriers to access to health care. President Lee Teng-hui felt
strongly that he wanted to do something concrete and visible for all the citizens. He thought of introducing national
health insurance to touch the lives of all the people. There
was a sense in Taiwan that health care is needed by everyone and a country has to assure everyone equal access.
Q. How did you become involved in the health care
reform process?
A. The government initially appointed four Taiwanese
professors to lead a task force of technical experts. But the
four professors all had different ideas. It was like a wagon
drawn by four horses, with each going in a different direction and nobody driving. After a year of this, government
officials realized there was a problem. In addition, they
wanted someone who understood health systems and health
care abroad and what lessons other countries could offer to
Taiwan. The domestic experts did not have much international experience.
I was invited to a three-day workshop, where they tested
me. At the end, I was put in charge of the task force of four
professors and 16 other technical experts. It turned out to be
a big advantage that I’m not Taiwanese and had no aspirations of getting a job in Taiwan. At the end of the day, our
recommendations and findings were perceived as more
objective and free of self-interest.
Q. What was your assignment as head of this task force?
A. We had to design a national health insurance plan for
Taiwan, based on international experience. Government
officials wanted to understand how other advanced countries fund and organize health care and learn from their successes and failures, so I made a study of the systems in six
high-income countries — the United States, the U.K.,

Q. Why did you choose the Canadian model?
A. Canada has a single-payer system with universal insurance coverage. It offers people free choice of doctors and
hospitals, and it has competition on the delivery side
between public and private hospitals. The quality of health
services is very high, and people were very satisfied with the
system from the 1980s through the mid-1990s.
Unfortunately, in the early-to-mid 1990s, Canada went
through a severe recession for four or five years. The budget
became very tight. The government underfunded national
health insurance, which led to long waiting lines for elective
surgery, MRIs and so forth. But when Canada adequately
financed its N.H.I., it was a very good system.
Q. In Taiwan, can people choose any doctor or hospital
they want?
A. Yes, any provider. Americans talk about choice. But in
fact, insurance plans in this country restrict what providers
you can go to. Canada gives its citizens more choice of
providers. So does Germany. So does England. So does
Taiwan.
Q. How comprehensive is the coverage?
A. It covers prevention, primary care and hospitalization,
among other things.
Q. I‘ve read that it also covers Chinese massage,
acupuncture, traditional herbal medicine, mental health
care, dental, vision and long-term care.
A. Yes, these services are covered. We tried to design a
benefit package that would give people what they value. For
many Taiwanese, that includes traditional Chinese medicine. Though Chinese medicine is not 100 percent proven to
be medically effective, people believe in it. And some therapies have been proven effective. For example, when
acupuncture is given in certain spots, it stimulates the brain
to release opiates.
Q. The Taiwanese system also covers home care.
A. You need home care by visiting nurses for people who
are chronically ill or bedridden. It’s not rocket science to
recognize this. Some people argue that the patients should
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pay for home care themselves. But if people have to pay out
of pocket, they might not ask for visiting nurse services and
their illnesses may get much worse. Then they will need to
be hospitalized.
Q. Is the system very expensive?
A. Expensive is a relative term. Taiwan spends 6 percent
of G.D.P. on health care, compared to 16 percent in the
United States.
Q. How much do people have to pay?
A. If you’re employed, your employer pays 60 percent of
your premium. The employee pays 30 percent, and the government subsidizes 10 percent. The government fully subsidizes the premiums for the poor and gives partial subsidies
to veterans, the self-employed and farmers.
Q. How much is the typical premium?
A. The total insurance premium for employed workers is
4.6 percent of wages. That’s much lower than in the United
States, where the average is between 12 and 20 percent of
wages for those who are covered by their employers.
Q. Are there co-pays, too?
A. Yes. The task force felt that service should not be totally free or else people might waste services. For example, we
studied what happened in Taiwan when some insurance
policies gave prescription drugs free to everyone. One-third
of the drugs dispensed were never taken but thrown away.
You can imagine, if you have free office visits, some people
will say, “I have this little ache. I’ll go see the doctor because
it’s free.” We wanted to moderate this waste.
Q. How high are co-pays?
A. The charge is $2 for a visit to a clinic and about $4 to a
hospital outpatient department. The co-pay for hospitalization is now 10 percent for the first 30 days and 20 percent
for the days beyond 30 days. For prescriptions, it’s 20 percent of the cost of the drug, but capped at $6 for each prescription. Taiwan also sets a ceiling on the total co-pays, so
patients won’t face bankruptcy.
Q. How long did it take to implement this program?
A. Less than a year. Mr. Lee pushed through the legislation in four to five months, because an election was coming.
Then he asked for the new system to be implemented six
months after that — and they did it.
Q. What percent of the population is now insured?
A. Within the first year, Taiwan managed to insure 95
percent of the population. That increased that by another
percent or so each year, until they reached 98 percent. They
had trouble with that last 2 percent, because some were living overseas and others were homeless. The government literally sent people to find the homeless under bridges and
enroll them. Now they have close to 99 percent enrollment.

Q. Has this translated into better life expectancy or
lower complication rates from major diseases?
A. There is evidence of positive health results for select
diseases, like cardiovascular disease and kidney failure. But
overall, it’s really difficult to say that national health insurance has improved the aggregate health status, because
mortality and life expectancy are crude measurements, not
precise enough to pick up the impact of more health care.
That said, life expectancy is improving, and mortality is
dropping. And everyone now has access to good health
care.
Q. What does the system do particularly well?
A. In addition to covering everyone, it has a uniform system of electronic health records. Every patient has a Smart
Card. When you go in for services, the physician puts the
card into his computer. You give him the code to access
your records, which are all stored on the card — what medications you’ve taken, what tests, along with the results,
the last time you saw another physician. With a single, unified electronic system, it improves treatment and it also
vastly reduces claims processing. Hospitals and doctors get
paid in a week or two. It’s a paperless system. That’s why it
keeps administrative costs down to 2.3 percent of the total
premium. In the United States, it’s more than 10 percent.
Taiwan was also able to control health-expenditure
increases very well in the early years. Unfortunately, now
that the government budget is tight, it is overdoing it.
Q. What are the system’s weaknesses?
A. In the legislative process, compromises had to be
made. First, the president yielded on payment reform, so
Taiwan kept its fee-for-service payment system.
Unfortunately, that encourages doctors and hospitals to
give more treatment in order to boost their income.
Second, the Taiwanese system doesn’t have a systematic
way to monitor and improve quality of care.
Third, in the legislative process, they rejected a provision to adjust the premium automatically when the national health system depletes its reserves. In every country,
health care costs are increasing faster than wages. When
that happens, the premium has to go up. But that provision wasn’t incorporated into the law. As a result, the system is running a deficit. National health insurance tries to
cut the fees for hospital and physician services. But eventually these fee reductions will adversely affect the quality
of health care.
Q. What’s the most important lesson that Americans
can learn from the Taiwanese example?
A. You can have universal coverage and good quality
health care while still managing to control costs. But you
have to have a single-payer system to do it.
http://prescriptions.blogs.nytimes.com/2009/11/03/healthcare-abroad-taiwan/
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Lessons From Taiwan’s Universal National
Health Insurance: A Conversation With Taiwan’s
Health Minister Ching-Chuan Yeh
Fourteen years of experience with national health insurance have
produced important results that other countries might find of interest.
by Tsung-Mei Cheng
ABSTRACT: Taiwan established universal national health insurance in 1995, bringing
overnight the then 41 percent uninsured under the umbrella of national health insurance
(NHI). Financial worry due to illnesses is a thing of the past in Taiwan. As a result of successful cost containment, national health spending grew from the pre-NHI three-year average of
4.79 percent of gross domestic product (GDP) to only 6.1 percent today. Tsung-Mei Cheng
explores with Taiwan’s health minister Ching-Chuan Yeh, M.D., the ethical principles that
underlie the NHI and how the NHI operates: financing, risk pooling, cost containment, provider payment, and the delivery system. Challenges for the future are discussed. [Health Affairs 28, no. 4 (2009): 1035–1044; 10.1377/hlthaff.28.4.1035]

Equity, Cost Containment, And
Public Satisfaction
Tsung-Mei Cheng: Minister Yeh, you were appointed in 1995 as the founding CEO of the Bureau of National Health Insurance [BNHI], the
government agency that runs the NHI [National Health Insurance]. Now, as minister of
health, you supervise that agency. In the intervening fourteen years Taiwan’s NHI has gained
considerable international recognition. What
do you see as its major achievements?
Ching-Chuan Yeh: First, we have the most
egalitarian health system in the industrialized
world. Access to basic health care is an inalienable right in our constitution. Residents living
in remote mountainous areas and offshore islands, and the poor, get pretty much the same
access and health care as the children of Presi-

dents Chen and Ma—everyone in Taiwan receives the same care in terms of access and service. Also, our cost is much lower compared to
most OECD [Organization for Economic Cooperation and Development] countries.
Cheng: National health spending in Taiwan
rose from 4.79 percent of GDP [gross domestic
product] prior to the NHI’s establishment (average for 1992–1994) to only 6.1 percent in 2007.
The comparable increase in the U.S. was from
13.5 percent (average for 1992–1994) to 16.6
percent of GDP in 2007. How did Taiwan
achieve such remarkable cost containment?
Minister Yeh: Basically, we should say it is
thanks to the efficient services we have, including very low administrative cost, which was
only 1.5 percent of total NHI spending in 2008.
Having a single-payer system is the main rea-

Tsung-Mei Cheng (maycrein@princeton.edu) is host and executive editor of International Forum at Princeton
University in Princeton, New Jersey. Ching-Chuan Yeh, a physician, is minister of health in Taiwan.
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son for our efficient services and also the low Minister Yeh: Absolutely! Providers in Taiwan
prices for health care we can achieve.
must be mindful of patients’ demands to stay
Cheng: Taiwan’s public has been very satisfied competitive, and they do compete for patients.
with the NHI—in the 70 percent range since In Taiwan, patients can carry the cash repreinception and 79 percent as of July 2008. The sented by their insurance cards to any provider
NHI is said to have been the most successful of care, not just to a smaller network of providpublic policy in Taiwan. What explains this ers, as under U.S. private insurance. It is quality
high public satisfaction?
competition, not price competition; but it cerMinister Yeh: One reason for the high satisfac- tainly is competition.
tion is that NHI’s premium and copayment Cheng: Taiwan does not have American-style
rates are very low, yet everyone can have “all private health insurance. Do you see it coming
you can eat,” so to speak. Easy
someday either as an escape
accessibility is another reason.
valve for the rich in Taiwan (as
“As long as there is
Anytime you wish to see a
is the case in Germany and the
the NHI, there will be
doctor, you can. For example,
U.K.) or as a way to reduce the
no private health
if you decide to see an ophgovernment’s burden by shiftinsurance that will
thalmologist, within ten mining cost to the private sector
utes you can find one to see,
through private health insurprovide benefits that
even in the evenings.
ance, as in Australia?
are identical to those
Minister Yeh: As long as
provided by the NHI.”
Competition Through
there is the NHI, there will be
Patient Satisfaction,
no private health insurance
that will provide benefits that are identical to
Not Price
Cheng: NHI benefits are indeed broad: inpa- those provided by the NHI. Taiwan has only
tient and outpatient care, drugs, dental care, private supplemental indemnity health insurvision care, traditional Chinese medicine, and ance; it covers specific diseases such as cancer
kidney dialysis. You can afford all this with or disasters like injuries from traffic accidents.
spending of only 6.1 percent of GDP, of which It is a cash benefit, and the money is used to
the NHI itself is roughly two-thirds, or 4 per- help pay for copayments, hire special nurses,
cent of GDP. You mentioned your system can and buy nutritional foods—not for genuine inpatient medical services, which are covered by
achieve low prices. What mechanism is used?
Minister Yeh: We achieve low prices through a the NHI.
uniform national fee schedule the government
Health Spending And Technology
sets. We can also modulate price increases, or
even freeze prices. So doctors and hospitals Adoption
must achieve very high productivity to survive. Cheng: Published government statistics show
But critics say at such low fees we must beget that the NHI’s expenditures have outpaced its
problems with our service quality. Of course revenues by an average of 2 percent since 1998,
we wish to raise the premium rate from the except for the brief period 2002–2004. Then
current 4.55 to 5.3 percent of salary or wage so there was a balanced budget because in 2002
we can enhance quality—for example, increase the government raised the premium rate by 7
the hospitals’ nursing staffs. But political resis- percent, from 4.25 percent to 4.55 percent of
tance to any premium rate increase is so great wage and salary. How does the government
that if you could get such a bill passed, you handle this financial imbalance?
Minister Yeh: As you pointed out, the NHI
could win all kinds of elections!
Cheng: Has complete freedom of choice of pro- raised the premium rate only once in its fourviders enjoyed by Taiwan’s public also provided teen-year history: from 4.25 percent to 4.55
percent in 2002. This is not a good thing. In the
effective competition among providers?
interim, we started a tobacco tax that gives us
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an additional 4 percent of the total NHI reve- fore you ask us to pay more.”
We need better public communication to
nue. We are thinking of further increasing the
tobacco tax to yield yet another 2.5 percent of convince the public and tell them, “You can’t
revenue for the NHI. In the end, 7.2–7.5 percent say we will increase policemen’s pay only
of the NHI’s total annual revenue will have when all crimes in the country have been elimcome from the tobacco tax. This is the easy inated—when there are no thieves, no violence.” We need to tell the public they have
part.
The bad part is that there has been a con- only two choices: namely, to pay a little more
tinuous shift toward increases in copayments, and get good service, or else be prepared that
coinsurance, and extra charges. Extra charges the quality and accessibility of services will
have good and bad aspects: extra-charging the deteriorate or be reduced.
Cheng: Taiwan spends
rich to cross-subsidize the
roughly 25 percent of the NHI
poor is right—for example,
“Our adoption of new
budget on drugs. Given that
charging more for private
technology, including
your overall spending is low,
rooms. But increases in codrugs, is often
are new drugs and devices inpayments by everyone are
delayed by two years
troduced in a timely fashion?
very bad, because they can be
How do you reimburse the
burdensome to poor people.
and at times five
very expensive drugs? MultiAlthough we do make generyears compared to
national pharmaceutical comous exemptions from copaythe U.S.”
panies often allege that prices
ments such as issuing waivers
paid by the NHI are too low,
for cancer and serious illnesses, general household out-of-pocket and they are unhappy about it.
spending has been increasing. I have trouble Minister Yeh: The NHI introduces forty to
accepting that. Someday we will need funda- fifty new drugs every year. So spending for new
mental financing reform. In Taiwan, nonpay- drugs per total NHI expenditure continues to
roll income, including capital gains, accounts rise. About one percentage point of the 3–5
for more than 30 percent of total national in- percent annual growth in spending of the NHI
come, and yet this large income segment is not is for new drugs.
subject to the NHI premium assessment. The Cheng: One hears often, nevertheless, that varNHI’s premium collection is based on payroll ious new drugs are not covered by the NHI beincome alone. So we are thinking of adding cause they are expensive. Is this true?
nonpayroll income to the premium base for the Minister Yeh: There are some delays in coverage for new drugs. Our adoption of new techNHI as an additional source of funding.
Cheng: Is it not quite unique in the world that nology, including drugs, is often delayed by
a health system such as your NHI has had only two years and at times five years compared to
one premium rate increase in its fourteen-year the U.S., but not longer than that. In terms of
history? Why has Taiwan’s public been so target therapy drugs for cancer, the NHI covers
stubbornly unwilling to allow premium rate thirteen of the total of seventeen drugs curincreases, which the NHI Law permits? Do rently available in the world market.
they have a point by arguing that there is too Cheng: How about the wait for the adoption of
much waste in the system and the government high-price biologics?
should first deal with that before asking the Minister Yeh: The NHI does cover many of
them, but we place certain restrictions on their
public to pay more?
Minister Yeh: Of course they have a point. But use. The BNHI will pay subject to certain conas with any proposed increases in fees for pub- ditions. Admittedly, these conditions somelic utilities like bus and taxi fares, electricity, times are too strict and physicians strongly opetc., the public always hides behind the argu- pose them. For example, there is now a debate
ment “better service and eliminate waste be- over cholesterol-lowering drugs in the statin
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family like Lipitor, which is very expensive. So
the BNHI has set a limit on their use, such as
that the patient’s cholesterol must be above a
certain level, or other ways to reduce the level,
such as that lifestyle changes have failed.

Financing And Protection Of
Disadvantaged
Cheng: Let us now turn to the financing of the
NHI. Why did Taiwan adopt the premium
model, rather than the general tax model used
in, say, Canada’s health system and the British
National Health Service [NHS]?
Minister Yeh: Three reasons: first, previously
existing social insurance schemes such as Labor Insurance, Government Employees Insurance, and Farmers Insurance were all premium
based, so the public was familiar with that
model. Second, the general tax model would
not work in Taiwan, because the government’s
ability to levy taxes is poor—total tax revenue
as a percent of GDP is currently 13 percent,
down from a historical high of 18 percent. Finally, the Department of Health would have to
compete for government budget allocation
against other government departments such as
defense, finance, education, and transportation; this may lead to unstable and insufficient
funding for the NHI because the government’s
priorities may shift.
Cheng: What happens to those individuals or
households who cannot afford the NHI premium?
Minister Yeh: The government pays 100 percent of the premium for low-income households—currently 1 percent of the population—
and extends interest-free loans to the nearpoor—2 percent of the population. I had proposed, in 2008, raising the tobacco tax from the
current NT$10 per pack to NT$20 per pack
and using part of the additional revenue as a
subsidy for the near-poor.1
Cheng: You mentioned that raising the tobacco tax is relatively easy in Taiwan.
Minister Yeh: Yes, because the antismoking
campaign has been very successful in Taiwan,
and the tobacco tax is regarded as a sin tax, so
there is not much opposition.
Cheng: And did your proposal to increase the

tobacco tax pass the legislature?
Minister Yeh: Yes. It did pass, on January 23 of
2009. The new tax will be enacted June 1 of
2009. This will give the NHI an additional 4
percent of its total annual revenue, or NT$16
billion (US$485.9 million). I intend to use the
new money for a variety of purposes. Namely,
roughly a little less than half (NT$7.2 billion, or
US$218.2 million) will go to NHI general revenue; NT$2.16 billion (US$65.5 million) for cancer research, prevention, and screening;
NT$1.44 billion (US$43.6 million) for subsidies to the near-poor to ensure their coverage;
and the rest to health care quality improvement, including health care in remote and
mountainous areas and off-shore islands, care
for rare diseases, suicide prevention, and narcotics addiction.
Cheng: I understand that, remarkably, over 98
percent of Taiwanese pay their premiums on
time. How do you get such good compliance
from the public?
Minister Yeh: The NHI’s total premium revenue comes from three sources: government (25
percent), which will not default on premiums;
employers (37 percent); and the public (38 percent). The BNHI is good at collecting premiums from the public—better than Taiwan’s National Taxation Bureau. When people don’t pay
premiums on time, the BNHI telephones or
sends notices to them immediately. Our citizens are very law-abiding, so compliance is
very high. The “bad debt rate” is just around 1.5
percent. In the end, more than 98.5 percent of
the premium is collected.

Provider Payment: FFS, Global
Budgets, P4P, And Disease
Management
Cheng: There is a consensus among health
policy experts around the world that FFS [feefor-service] is about the worst way to pay doctors, and yet it is also the most widespread
method actually used around the world. Does
Taiwan have plans to reform its FFS-based
payment system?
Minister Yeh: We currently have FFS under a
system of global budgets. Ideally, under global
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budgets, FFS should be done away with. This is bad as people imagine. We have five sectoral
the goal. But it is very difficult to implement global budgets under one big overall global
such changes. In reality, under our global bud- budget for the whole system: hospital, primary
get system, fifty-three surgical procedures are care, dental, traditional Chinese medicine, and
under case payment (like your DRGs [diagno- kidney dialysis. Our hospital global budget insis-related groups])—for example, the case- cludes hospital outpatient ambulatory care,
based global fee for total hip replacement is and that part is almost 50 percent of the total
cost of any hospital. So far this system has
NT$124,754 (US$3,789).
Cheng: By “case payment” do you mean “bun- worked, even if not perfectly. Shifting patients
dled payment”—that is, a global fee for a fixed from inpatient to outpatient care is effortless
procedure? In the U.S. there is much talk of because both are under the same hospital
global budget.
bundling the services going
Cheng: Are there disease
into the treatment of standard
“All the data in our
management programs
cases—for example, CABG
health IT system can
[DMPs] in Taiwan? What
[coronary artery bypass graftbe linked, so that we
payment schemes do you use
ing]—and paying one global
can know anything
for DMPs—pay-for-perforfee for the entire bundle of inmance [P4P], or risk-adjusted
patient and ambulatory serwe choose to know
capitation as in Germany and
vices, giving providers an inabout patients.”
the Netherlands?
centive to practice costMinister Yeh: We have five
effective medicine across the
entire spectrum of delivery settings. But for P4P programs using the disease management
that to happen, we must have patient-cen- approach—diabetes, breast cancer, asthma, tutered, clinically integrated care, which is still berculosis, and hypertension; other programs
the exception in the U.S. Are you aspiring to are based on fee-for-service or case payment.
Diabetes management and tuberculosis control
that kind of system reform in Taiwan as well?
Minister Yeh: Our “case payment” is for inpa- are relatively successful because there are good
tient services only and bundles fees for hospital indicators to measure outcomes by, for examand hospital-based physician services. It does ple, HbA1c for diabetes. Breast cancer P4P is
not include fees for ambulatory services. We considered so-so up to this point. There is no
have developed our own version of DRGs but evidence as yet that P4P for asthma has made a
have not implemented them except for the big impact. Overall, however, the budget impact of these initiatives is still small. We need
fifty-three mentioned earlier.
Cheng: You mentioned that Taiwan has used to take a much more aggressive approach to
sectoral global budgets to control health disease management. For that we need to overspending successfully. Health policy experts haul our payment system, which is still largely
generally believe that such an approach can be based on fee-for-service payment to providers.
useful in the short run, to break an upward
trend in health spending, but that over the lon- Health Information Technology:
ger run this is a heavy-handed approach that Toward A High-Performing System
inhibits a flexible adaptation of health care de- Cheng: Everywhere around the world, eleclivery to changes in technology—for example, tronic health information technology (IT) is
shifts from inpatient to outpatient care made now viewed as a necessary though not suffipossible by new technology. Does Taiwan con- cient component of high-performing health
template staying with the global budget ap- systems. Denmark’s health IT is ranked numproach forever?
ber one among OECD countries, yet according
Minister Yeh: We are aware that some schol- to a Danish scholar, Taiwan’s health IT surars continue to challenge the global budget ap- passes Denmark’s. What do you see as the most
proach. The global budget approach is not as successful aspects of Taiwan’s health IT?
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Minister Yeh: There are two aspects to the
NHI’s health IT: one is the IC Card (Smart
Card), a credit card–size card, which every insured has for accessing care, and the other is
the wider IT system of which the IC Card is an
important component. As all providers in Taiwan submit claims electronically based on the
electronic patient records they keep, we can do
very detailed profiling of both patients and
providers. All the data in our health IT system
can be linked, so that we can know anything
we choose to know about patients, their utilization of health care, providers, and so on,
quickly—usually within a day of service. We
have complete profiles on utilization by patients’ income level, geographic location, visit
number, hospitalization number, etc. Thus, we
are able to monitor our health system almost in
real time.
Cheng: With so rich a database, do you do a lot
of operations research, also called “health services research”?
Minister Yeh: This is where we fall short of our
potential. We have so much valuable data, but
there are not enough people asking the right
questions as a basis for decision making.
Cheng: Does this have to do with your extremely low administrative budget: 1.5 percent
in 2007?
Minister Yeh: Yes, this has to do with the budget. We have made our data, scrambled to protect patient privacy, available to academic researchers. Unfortunately, we do not have
enough R&D [research and development]
funding to incent researchers to ask the right
questions; you need to have people doing strategic thinking. It is like in a war; winning or
losing does not depend so much on the number
of troops. Good commanders with good systems of information and operations staff are
what are needed. We could do better here.
Cheng: Do you have an electronic medical record [EMR] or a personal electronic health record [PEHR]?
Minister Yeh: Not yet. At present, most hospitals have EMRs within their own walls, but
interhospital communication still awaits standardization of nomenclature. But once we decide to develop a cross-system EMR, we can

accomplish it very quickly, because as a single
insurer, we can have one single standard. We
can go to a complete e-record in five years.
We are in the process of building the Picture Archiving and Communication System
[PACS]—imaging switching center. I am aiming for its completion by the end of 2010. I expect to have all imaging done in the NHI electronically transferable within the entire
Taiwan health system.
Cheng: What about a PEHR that links patients electronically to the health system? Does
not the current NHI IC Card already feature
important components of a PEHR, such as
record of illnesses, diagnosis, prescriptions, allergies, etc.?
Minister Yeh: Yes, but I want our people to
build quickly a more refined PEHR, one superior to the NHI IC Card we now use. I know it
will be difficult because a more refined PEHR
will first require us to upgrade our current IC
Card to the second-generation IC Card. The
present IC Card only has 36k of memory,
which is not enough.

Preventive Care And Quality Of
Care
Cheng: Many physician-leaders in Taiwan
have voiced their concern about inadequate efforts at prevention, citing the time pressure on
doctors. I have read that where the government
did invest in prevention, as in cervical cancer
prevention by Pap smear screening, patient
outcomes have vastly improved. Is that a general finding?
Minister Yeh: Yes, it is. It is also true that at
present, prevention is not as well done as it
should be. We do a pretty good job with
antismoking campaigns, but that is a different
kind of prevention than the kind doctors typically think of. The current screening rate for
breast cancer, ranging between 5 and 10 percent, is too low. Screening rates for oral cancer—another major cancer in Taiwan because
of betel nut chewing—and colon cancer are
also quite inadequate. We have to invest more
in these activities.
Cheng: Do you believe that inadequate screening is in fact at least partly responsible for the
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significant gap in five-year survival after diagnosis for colon, lung, and breast cancer in Taiwan compared to high-spending countries like
the U.S., Germany, and Switzerland? For example, breast cancer five-year survival in Taiwan
is 67.7 percent, compared to 87.6 percent in the
U.S. and 73.3 percent in a fellow single-payer
country, the U.K., which spends more on
health care. I would imagine that as minister of
health, you have these outcomes data in your
sight. Are there any concrete plans to match
the higher survival rates elsewhere?
Minister Yeh: Of course! To address this problem, I have designated a special sum from the
tobacco tax revenue solely for screening of
three major cancers in Taiwan: colon, oral, and
breast. It would be great if within ten years the
breast cancer mortality could be cut in half,
just like we did with cervical cancer. The cervical cancer mortality in Taiwan was cut in half
in the ten years from 1995 to 2005, even though
its screening rate is not that high: 33 percent a
year, with a three-year cumulative screening
rate of only 60 percent. I am also optimistic
about reductions in oral cancer mortality, because screening for it is easy. So our biggest
problem is that we did not spend enough
money on preventive screening.
Cheng: I have been told that once a cancer diagnosis is established in a patient in Taiwan,
treatment (such as surgery) is done well and
outcomes are excellent. Do you agree?
Minister Yeh: You put your finger on an important aspect of cancer care in Taiwan. Stagespecific five-year cancer survival rates in Taiwan are similar to those in high-spending
countries. Although they are lower than in the
U.S., they are better than in the U.K. What this
shows is that our staging is too late, not that
our treatment is inferior. The problem is, once
again, that we do not have comprehensive and
early cancer screening programs. This is due to
inadequate funding for screening in the past
few years.
When you look at survival after organ
transplantation, we sometimes do better than
the U.S. For example, because we do more liver
transplantation here, we have much better
outcomes than does the U.S. Kidney trans-
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plantation results are also comparable to the
U.S. But since we rarely do lung or heart-lung
transplants, our outcomes are much worse.

Integrated Care And Care
Coordination
Cheng: In all of the countries I have recently
visited, there has been for several decades now
a yearning among policy analysts for “integrated care.” Unfortunately, the providers of
health care responded to that yearning merely
by building vertically integrated health systems that include primary care outpatient
practices, hospitals, pharmacies, home care
agencies, nursing homes, and hospices. But
these facilities were only legally and economically integrated. They never integrated patient
care clinically in a patient-centered way. These
systems are really just a bunch of silos owned
by one system, with each silo doing its own
thing and even billing separately. Let me first
ask whether Taiwan also has had this faux systems integration.
Minister Yeh: We encourage vertical system
integration, and it is happening. Big teaching
hospitals have been integrating downward
with small and medium-size community hospitals. What is behind the vertical integration?
Hospital systems here are very competitive.
Large hospitals and medical centers, in order to
carve out their territory and guarantee their
sources of patients who would be referred to
them—that is, have a steady supply of patients—must reach out to remote, rural community hospitals to affiliate with them or even
buy them. They invest in those hospitals so
they can guarantee that all patients in the community will go to them.
Cheng: Do patients get better-quality care at
the integrated hospital systems?
Minister Yeh: Yes, the quality of care is better
at the integrated hospital systems.
Cheng: Is that because the vertically integrated systems actually try to give patientcentered, clinically integrated care, or is there
some other reason?
Minister Yeh: Vertically integrated systems
improve care continuity and thus produce
better patient outcomes. In addition, they give
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physicians in community hospitals opportuni- mountains and oceans” program. But now we
ties for further training at larger hospitals or must stop at providing shark fins and lobsters!
medical centers, making them better-trained Unfortunately, the problem is that it is not easy
physicians, whatever their specialties.
to say no in our political system.
Cheng: In its book Crossing the Quality Chasm, the
U.S. Institute of Medicine laments that Ameri- Workforce: Is Length Of Physician
can health care is highly fragmented, has poorly Visit A Measure Of Quality?
designed work-flow processes, and lacks even Cheng: Does Taiwan have enough doctors and
a rudimentary health IT infrastructure. Is Tai- nurses? Taiwan’s physician- and nurse-to-popwan’s health care as fragmented as is ours in the ulation ratios—1.7 and 4.5 per thousand people
U.S.?
in 2005, respectively—are low compared to
Minister Yeh: I am afraid so.
higher ratios in OECD counIt is human nature that we do
tries, especially for nurses.
“Technology
not like to be cooperative. TaiYou train 1,300 doctors a
assessment in
wan is no exception.
year—the same number as
Taiwan is a touchy
twenty years ago, when the
Cost-Effectiveness
issue politically.
population was much smaller.
Analysis In Coverage
How does this affect access to
Patients just don’t
and quality of care in Taiwan?
Decisions
care about costMinister Yeh: In 1990 our
Cheng: In the U.K., the Naeffectiveness.”
population was twenty miltional Institute for Health and
lion. Now we are at twentyClinical Excellence [NICE]
performs technology assessment for the NHS three million. But Taiwan’s population will not
based on cost- and clinical effectiveness of exceed twenty-four million at maximum and
treatments. The NHS in turn makes its cover- also will begin to decline very rapidly after
age decisions based on NICE recommendations. reaching twenty-four million because of our
extremely low birth rate. So our problem now
How does Taiwan make its coverage decisions?
Minister Yeh: Technology assessment in Tai- is not population size, but rather population
wan is a touchy issue politically. Patients just aging. We have found that every year total NHI
don’t care about cost-effectiveness, and politi- spending will increase by 1–1.5 percent as a recians side with them. The argument is that ev- sult of population aging. It follows that we will
eryone has but one life, and so what if saving need a growing health workforce. I do not
my life costs more than saving other people’s think we have shortages of hospital beds. But
lives. This is typically how the average person we have too few nurses—4.5 nurses per 1,000
thinks. What surprises me about the U.K. is population, compared to 9.6 per 1,000 in
that it could refuse to pay for kidney dialysis for wealthy OECD countries. Regarding doctors,
the elderly. This would not be possible in Tai- there is no shortage, although at 1.7 doctors per
wan. Politicians here always ask the NHI to 1,000 people, our physician-to-population ratio
provide more and pay less. Do we pay for is lower than the 2.64 per 1,000 in wealthy
noneffective care? The most we can do is to ask OECD countries.
that patients pay higher copayments, because Cheng: Like Japan and South Korea, Taiwan is
the political price for rejecting coverage would famous for its short physician visits and high
utilization, averaging 12.4 visits per person per
be very high.
Cheng: So, in essence, the NHI’s coverage deci- year (not including visits to dentists and tradisions are greatly influenced by political inter- tional Chinese medicine). Is this a cultural phenomenon, or are there some other reasons? The
ference?
Minister Yeh: Yes, greatly. NHI benefits are al- World Health Organization [WHO] regards
ready very broad—we call it the “inclusive of length of visit as a quality measure, based on
evidence that longer visits result in better qual-
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ity of care. Is this because doctors are under too from the point of view of societal welfare? Is
much time pressure to see more patients?
that cost-effective? Suppose we changed our
Minister Yeh: There is no mistake that the system and required each physician to spend
high number of visits in Taiwan is a cultural fifteen minutes per visit; what would be the
phenomenon, as it is in Japan and Korea, where consequences of such a requirement?
the number of visits is also high. Another reason is that any encounter with a doctor is Lessons For Other Countries
counted as a visit. A visit to a provider just to Cheng: What lessons for developing countries
trying to establish universal health insurance
look at a lab report counts as a visit.
Now I would like to ask, “What’s wrong do you think Taiwan’s experience offers?
with that?” In other words, seeing a doctor or Minister Yeh: First, you need a cadre of competent technocrats who can
going to a hospital is convedevise sound policy and then
nient for me; if I wish to see a
“Because we are a
implement it. Second, you
doctor, I can see a doctor at
single
payer,
we
can
need a political system reaany time, although the visit is
save
a
tremendous
sonably free from corruption.
short. I agree with what you
Third, you need a physical inamount of
said—that length of visit is
frastructure capable of delivregarded by the WHO as a
administrative cost.”
ering on health policy. Fourth,
measure for quality of care—
you need a head of state with
but show me the evidence
dedication
to
the
idea and willing to lead.
that quality is not good here. I also agree that
Most
importantly,
you need a good health
there is a trade-off between accessibility and
IT
system
at
the
very
beginning, to have the
quality. In Taiwan, though, because patients
data
capacity
as
a
basis
for policy making. Our
have frequent contact with their doctors, docevery
decision
is
based
on quantitative evitors are familiar with their patients’ condidence
generated
by
our
IT
system. Taiwan intions and therefore do not need as much time
vested
heavily
up
front
on
health IT, and we
for each visit as they would when they see new
have
reaped
the
benefits
of
our powerful IT
patients.
system
ever
since.
The
savings
our IT system
There is also the issue about the cost of lonhas
generated
have
paid
for
the
setup cost of
ger visits. If you insist that every patient
that
system
many
times
over.
should be seen for fifteen or thirty minutes, it
would cost a lot more—a doctor consultation Cheng: What about solid economic developis expensive. If you compare the total cost and ment as a platform for the establishment of
total social cost-benefit ratios of fifteen- or universal national health insurance—is that
thirty-minute visits with three-minute visits, not equally important?
you will find that a lot of people cannot afford Minister Yeh: You are right. A country must
visits and would be worse off as a whole with establish national health insurance during
longer, more expensive visits. Would a system good economic times. It should be noted that
where visits are so expensive that many people there are associated cost increases in the sevcannot afford to see doctors or get treatment, eral years prior to the establishment of national
as they are in the U.S., be a good system? I health insurance. Fortunately, Taiwan had
would argue that despite our “three-minute good economic growth for many years prior to
visits” and alleged inferior quality, if the pa- the NHI’s implementation; so we were able to
tient has something serious, the doctor would absorb the cost increases associated with its
still take the time to examine and treat the pa- establishment.
tient. Why don’t we look at the overall final Cheng: The election of President Barack
outcome—how is the patient in the end? The Obama and a Democratic Congress in 2008 has
WHO regards length of visit as a quality indi- given the U.S. another opportunity at major
cator, but over the long haul, is that efficient health reform—it is well known that the U.S.
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has the highest health spending in the world medical education is the best in the world. We
(16.6 percent of GDP in 2007), and yet it leaves simply have not spent nearly as much in train15 percent (forty-six million) of its population ing our doctors.
uninsured. What, if any, of Taiwan’s experiences with health reform may be relevant and Thoughts On The Single-Payer
Approach
useful for the U.S.?
Minister Yeh: My comments are that universal Cheng: Finally, what do you think are the
coverage improves equity, and contracting strength and weaknesses of the single-payer
with all providers can improve access. Because approach, now that Taiwan has lived with it?
we are a single payer, we can save a tremendous Minister Yeh: A single-payer system has a sinamount of administrative cost. As we discussed gle risk pool, since everyone is mandated to enearlier, we also have a powerroll. This enables cross-subsiful IT system to help run the
d ization among d iverse
“American medical
NHI efficiently. In the U.S.
groups with not only different
education is the best
you have so many diverse prosocioeconomic status but also
in the world. We
viders, you could never hope
different health status. In adsimply have not spent
in any way to integrate them
dition, the single payer wields
into a coherent health system
monopsonistic power in pronearly as much in
without an interoperable IT
curing services and prodtraining our doctors.”
system. Precisely because we
ucts—hence low prices for
have a single-payer system, all
health care.
of our hospitals must follow the rule set by the
Taiwan’s example also shows that while
single payer—there is only one set of rules. In there is no choice of insurers, people enjoy
the U.S. you have so many private health insur- complete free choice of providers. The latter
ers, each with their own rules and nomencla- compels the providers to be competitive and
ture, that you spend a lot of money just on ad- efficient. Furthermore, the administration of
ministration. Your records and images cannot the single-payer system is simple, as there is
easily be electronically transferred, and the one set of rules for everyone, whether it is rewhole system is fragmented and inefficient as a garding clinical protocols, quality indicators,
result. To us, government administration of the fee schedule, etc.
NHI is most important.
However, there are some drawbacks to the
single-payer system. Our system does not give
Perspective On The U.S. System
us much room for flexibility and innovations
Cheng: If you were to give a lecture on the U.S. in financing. For example, because of the everhealth system to college students in Taiwan, present political interference, it is difficult for
what major strengths and weaknesses of that us to raise the premium rate, permitted under
system would you tell them about?
the NHI Law, to maintain a balanced budget
Minister Yeh: I thought about this question for the NHI.
long and hard and concluded that where your Cheng: Thank you so much for sharing your
system is better than ours is in the adoption of insights with us on Taiwan’s remarkable health
high technology, which is faster than it is in system.
Taiwan. For example, the introduction of new Minister Yeh: You are most welcome. It has
drugs occurs on average two years earlier than been my pleasure.
Taiwan. For some technology, the U.S. leads us
by five years. You are also way ahead in R&D.
NOTE
The U.S. spends a lot on R&D, and on medical 1. NT$, short for the new Taiwan dollar (yuan), is
education. Taiwan has eleven medical schools,
Taiwan’s currency. At the time of this writing, the
but the best of them are only as good as the avspot exchange value of a U.S. dollar was about
32.93 new Taiwan dollars, or yuan.
erage American medical school. American
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Part 4
Myths and facts
Myth 3:
Lower drug prices in other countries hurt innovation.
Fact: Drug companies spend more on marketing (31 percent) and profits (20 percent) than
on R&D (13 percent). Lower drug prices would not jeopardize drug innovation, much of
which is, in fact, publicly-funded.

See: Light, D.W. & Warburton, R.N. (2005). “Extraordinary Claims Require Extraordinary Evidence.” J Health Econ,
24, 1030-1033.

See: Light, D.W. & Lexchin, J. (2005). “Foreign Free Riders and the High Price of U.S. Medicines.” Brit Med J, 331, 95860.
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A careful review of the article identiﬁed six serious sources of doubt about the validity
and usefulness of the source data and methods used in DHG 2003:
(1) First, the inherent comparability and reliability of the survey data must be questioned
because of variations in internal company cost allocation methods over time and across
companies. Because cost data used was proprietary and conﬁdential, readers cannot
know how each company collected its data, or what was counted as research costs, and no
independent veriﬁcation of the accuracy of the information is possible. Firms reported
R&D expenditures stretching back more than 10 years (to 1980), during which several
ﬁrms underwent mergers and/or changed accounting systems or practices. The degree
of potential variation is large, and these many variations in practice may compound on
each other, making any point estimate misleading. (Internal validity)
(2) Second, considering the clear interest of pharmaceutical companies in higher (rather
than lower) estimates of drug development costs, and sampled ﬁrms’ likely awareness of
the intended use of the survey data, it is not unlikely that companies would deliberately
and systematically overstate costs in their survey responses (OTA, 1993). The survey
design did not permit independent review of the reported costs, so upward bias cannot
be ruled out. (Internal validity.)
(3) Third, the small, non-random ﬁrm sample (n = 10) and drug sample (n = 68) introduce
another potentially large source of variation and error into cost estimates. Although
the sampling of drugs was reported to be random, this is misleading, because the
selection of ﬁrms participating in the survey (which preceded the selection of drugs)
was not random (DHG 2003, pp. 157–158); randomization cannot be recovered once
lost at the ﬁrst stage of sample selection. A total of 24 ﬁrms were invited to respond;
12 ﬁrms accepted and were asked to provide data on an unstated number of drugs,
randomly selected from those companies’ drugs in the proprietary database; 10 ﬁrms
provided usable data, covering development of 76 drugs; but drug data were usable for
only 68, and complete for even fewer (it is noted as an example that only 66 drugs
had Phase I trial cost data). No information is provided about how invited ﬁrms were
selected, nor whether they were selected from the universe of all US research-oriented
pharmaceutical ﬁrms or some other less representative universe. The 42% of invited
ﬁrms that responded (10 of 24) self-selected, and given the industry interest in higher
cost estimates it cannot be ruled out that ﬁrms with higher than average costs were most
likely to choose to participate. (Internal validity)
(4) Fourth, the ﬁndings concern U.S. “self-originated new chemical entities” (NCEs; drugs
that were researched, discovered, and developed in-house), whose costs are higher than
those for more typical “new” drugs. Only 35% of new drugs approved by the FDA
(from 1990 to 2000, FDA, 2004; from 1989 to 2000, NIHCREF, 2002) contained a
new molecular entity, and only 62.4% of the survey ﬁrms’ approved NCEs were said
to be self-originated (DiMasi et al., 2003b, p. 3, note 1). Thus “self-originated new
chemical entities” represented about 22% (62.4 of 35%) of new drug approvals. The
number of truly self-originated NCEs may be even smaller, because the authors note
that all phases of work may not have been done in-house and because there are welldocumented examples of companies making such claims that do not comport with the
facts (Mitsuya et al., 1989 Weinhold General Accounting Ofﬁce, 2003). This might
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not matter much, in terms of estimating typical drug development costs, if all drug
development costs were similar, but they are not. According to DiMasi et al., 1991
(footnote 48), self-originated NCEs are 3.7 times more costly to develop than acquired
or licensed-in NCEs, and many times more costly than new formulations, combinations
or administrations of existing drugs. The DHG 2003 estimates therefore pertain to the
most costly 22% of new drugs. (External validity.)
(5) Fifth, estimates of company spending on drug development are presented without
deducting (or at least identifying) government subsidies to this work. The industry
receives taxpayer funds from the NIH and other agencies, though amounts are not disclosed at the request of drug companies (General Accounting Ofﬁce, 2003; National
Science Foundation, 2003). Given the use of cost data to justify drug prices and patent
protection, private (company-paid) cost and not social (total) cost is the policy-relevant
ﬁgure. (External validity)
(6) Finally, the cost estimates are not adjusted for tax deductions and credits. Drug R&D
expenses are fully tax-deductible each year, and there are special drug R&D tax provisions. The OTA (1993) estimated that tax savings and tax credits reduced R&D spending
by nearly 50%. Lower tax rates in the 1990s might reduce that ﬁgure somewhat, but
pre-tax costs clearly overstate true private (company) costs by a substantial percentage.
(External validity)
These signiﬁcant concerns about internal and external validity call the study results into
question. Good science depends on different investigators analyzing the same data. Yet this
science-based industry refuses to allow independent parties to check the validity of their cost
data and analyze it so that policy can be based on solid, objective, reproducible evidence.
The estimate of R&D cost in this article is widely cited and accepted as an authoritative
“fact” in the press and in the highest national and global policy circles. Given the prominent
use of these cost estimates by the pharmaceutical industry and its advocates to inﬂuence
national and international policies, it is critical that they be scientiﬁcally valid and relevant
to the policy uses made of them. Shortly after DHG 2003 appeared, the Tufts Center for the
Study of Drug Development announced that the average cost of developing a self-originated
new chemical entity, including post-approval studies, was $897 million (TCSDD, 2003;
Kaitin, 2003; DHG 2003). This ﬁgure, like the ones that preceded it, is based on conﬁdential,
unsystematic data, and has dubious scientiﬁc validity. In addition, adding post-approval
studies to the costs of R&D is inherently questionable, because these “seeding trials” are
designed primarily to familiarize physicians with the new drug and encourage its use; they
are rarely randomized or blinded, but instead feature open-label case series, and are often
sponsored by company marketing departments (Kessler et al., 2004).
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Education and debate
the investment conditions, and societal attitudes
towards new technologies.
On several measures, other developed countries
spend proportionately as much as the US on research
and development. The table presents the spending on
research and development as a percentage of gross
domestic product for eight developed countries.14 The
US is about at the median. Prices in the countries with
better ratios than the US were 31-36% less than those
in the US.15 Pharmaceutical companies commit as
large a percentage of sales to research and development in Europe as in the US, about 19% on average
over the past seven years.9 13 This little reported fact
contradicts the widely circulated claims that European
countries deliberately ignore research and development costs in calculating prices.1

Europe no less innovative than the US
Contrary to claims of American dominance, pharmaceutical research and development in the US has not
produced more than its proportionate share of new
molecular entities. The US accounts for just under 48%
of world sales and spent 49% of the global total on
research and development to discover 45% of the new
molecular entities that were launched on the world
market in 2003, less than its proportionate share.
European countries account for 28% of world sales,
36% of total research and development spending, and
32% of new molecular entities, more than its
proportionate share.13
Limited investment in breakthrough research
Pharmaceutical research and development is traditionally divided into three categories:
x Basic—work to discover new mechanisms and
molecules for treating a disorder
x Applied—work that develops a discovery into a specific practical application, including research on manufacturing processes and preclinical or clinical studies
x Other—work that includes drug regulation
submissions, bioavailability studies, and post-marketing
trials.
Although all types of research are valuable, it is
basic research that leads to important therapeutic
breakthroughs. Only a fraction of overall industry
expenditure is on basic research, and it does not
require the high prices currently seen in the US to
support it.
The Pharmaceutical Research and Manufacturers
of America reports that companies invest on average
about 18-19% of domestic sales into research.9 This
figure is considerably higher than that produced by
the US National Science Foundation.16 Its 1999 data
show that drug companies invest 12.4% of gross
domestic sales on research and development (10.5%
in-house and 1.9% contracted out), but only 18% of
the amount spent in-house went on basic research.
Assuming that 18% of contracted out research is
also spent on basic research (the actual figure is
not reported) then only 2.2% (18%×12.4%) of
revenue goes to basic research. The after tax cost of
$1 of research and development expenditures in
the US seems to be $0.53 to $0.61, owing to tax
incentives to do research.17 Thus US pharmaceutical
companies devote a net of only about 1.3 cents
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Ratio of pharmaceutical spending on research and development to gross domestic
product and ratio of drug prices to US prices, 200012 15
Country
Canada
% of GDP
% of US price

0.08
63.6

France
0.14
55.2

Germany
0.11
65.3

Italy
0.06
52.9

Sweden
0.35
63.6

Switzerland
0.55
69.2

United
Kingdom
0.32
68.6

United
States
0.24
100

GDP=gross domestic product.

(2.4%×(0.53+0.61)/2) of every dollar from sales to
innovation.
Only 10-15% of newly approved drugs provide
important benefits over existing drugs.18 19 From a drug
company’s point of view, investing principally in
research to produce new variations of existing drugs
makes sense. Government protections from normal
price competition do not distinguish between the
lower risk, less costly derivative kind of research and
high risk basic research needed to discover new
molecules.

Misusing economic theory
The industry’s principal claims, as well as being contradicted, are based on false premises. Firstly, counting
which country discovers the most new molecular entities is irrelevant in a global market. Companies know
that where a good drug is discovered does not matter,
and often a discovery comes from research in several
countries. Whether domestic revenues recover a given
country’s research and development costs is also irrelevant. If this were not the case the industry would have
shut down operations in Switzerland long ago because
of its small market size.
If revenues are inadequate, it would make more
sense to conclude they do not cover all marketing costs
rather than research costs. Research is central to the
industry, and costs associated with it should be
deducted first. Pharmaceutical companies report that
they invest around three times more in the
combination of marketing, advertising, and administration than in research, leaving ample room to cut
costs.20
Secondly, every student in introductory economics
learns that fixed costs like research do not determine
prices.21 The market sets prices, implying they are open
to free trading like stock prices. Patents, and especially
patent clusters, turn the market into a monopoly, and
only a monopoly can claim that fixed costs determine
prices because it can make that a self fulfilling
prophecy. The claim by companies that they have to set
prices at 50-100 times production costs to recover
research and development costs has never been
substantiated, because they have never opened their
books to independent public inspection to prove it.
What we do know is that all research and development
costs are fully recovered each year from domestic sales
in the UK and Canada at prices that are far lower than
those in the US.
Thirdly, free rider is both a vivid public image of
someone jumping on for a free ride and a highly misleading economic term. Technically it refers to a
method for allocating fixed costs in proportion to the
prices that different groups pay. For example, if Group
A (call it Europe) pays $1 per pill and Group B (call it
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Part 4
Myths and facts
Myth 4:
Competition is needed to control costs and ensure
high-quality care.
Fact: Competition among investor-owned, for-profit entities – including hospitals, HMOs,
hospice care, and nursing homes – increases costs and degrades quality.

See: Himmelstein, D. & Woolhandler, S. (2004). “The high costs of for-profit care.” Can Med Assoc J, 170, 1814-1815.

See: Devereaux, P.J., et. al. (2004). “Payments for care at private for-profit and private not-for-profit hospitals: a
systematic review and meta-analysis.” Can Med Assoc J, 170, 1817-1824.

See: Devereaux, P.J., et. al. (2002). “A systematic review and meta-analysis of studies comparing mortality rates of
private for-profit and private not-for-profit hospitals.” Can Med Assoc J, 166, 1399-1406.
See: Himmelstein, D.U., Woolhandler, S., Hellander, I., & Wolfe, S.M. (1999). “Quality of Care in Investor-Owned vs.
Not-for-Profit HMOs.” J Am Med Assoc, 282, 159-163.

See: Perry, J.E. & Stone, R.C. (2011). “In the Business of Dying: Questioning the Commercialization of Hospice.” J Law
Med Ethics, Summer, 224-234.
See: Comondore, V.R., et. al. (2009). “Quality of care in for-profit and not-for-profit nursing homes: systematic
review and meta-analysis.” Brit Med J, 339.
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A

s we have written elsewhere,1 some aspects of life are
too precious, intimate or corruptible to entrust to the
market. We prohibit selling kidneys and buying wives
or judges. But the market has unquestionably gained new
territory in recent years, as more and more activities previously performed by government or nonprofit agencies — including interrogating Iraqi prisoners — have been turned
over to private enterprise. For ordinary citizens, the drive to
privatize is most evident in health care. In the United States,
investor-owned firms have come to dominate renal dialysis,
nursing home care, inpatient psychiatric and rehabilitation
facilities and health maintenance organizations (HMOs).
They have made significant inroads among acute care hospitals (now owning about 13% of such facilities), as well as outpatient surgical centres, home care agencies and even hospices. Canada has lagged behind the United States, but by
increments the private delivery of publically funded services
increases. The for-profit barbarians are at the gates.
Those who favour for-profit health care argue that the profit
motive optimizes care and minimizes costs. In this issue P.J. Devereaux and colleagues2 add to the considerable evidence that this
dogma has no clothes. Their meticulous meta-analysis demonstrates a pattern of higher payments for care in private, investorowned hospitals as compared with private not-for-profit hospitals.
The only significant exception was a small study comparing private for-profit hospitals with nominally not-for-profit hospitals
run by a private, for-profit firm — in other words, both groups of
hospitals in this study were under for-profit management.
The excess payments for care in private for-profit institutions were substantial: 19%. This figure implies that the
US$37 billion that Americans paid for care at investorowned acute care hospitals in 20013 would have cost only
US$31 billion at not-for-profit hospitals — a waste of
US$6 billion. But higher acute care (and rehabilitation4)
hospital payments are not the whole story on investorowned care. For-profit hospitals and dialysis clinics have
high death rates.5,6 Investor-owned nursing homes are more
frequently cited for quality deficiencies and provide less
nursing care,7 and investor-owned hospices provide less
care to the dying,8 than non-for-profit facilities.
Why does investor ownership increase costs? Investorowned hospitals are profit maximizers, not cost minimizers.
Strategies that bolster profitability often worsen efficiency
and drive up costs. Columbia/HCA, the largest hospital
firm in the United States, has paid the US government
US$1.7 billion in settlements for fraud, the payment of
kickbacks to physicians and overbilling of Medicare. 9
Tenet, the second largest US hospital firm, paid more than
1814

half a billion dollars to settle charges of giving kickbacks for
referrals and inappropriately detaining psychiatric patients
to fill beds during the 1980s, when the firm was known as
NME.10 In March 2004, Tenet agreed to pay the US government US$22.5 million to settle one of several cases;11 recent allegations against them have included performing
cardiac procedures on healthy patients, offering kickbacks
for referrals and exploiting Medicare loopholes to claim
hundreds of millions in undeserved payments.
For-profit executives reap princely rewards, draining
money from care. When Columbia/HCA’s CEO resigned
in the face of fraud investigations, he left with a $10 million
severance package and $324 million in company stock.12
Tenet’s CEO exercised stock options worth $111 million
shortly before being forced out in 2003,13 and the head of
HealthSouth (the dominant provider of rehabilitation care)
made $112 million in 2002,13 the year before his indictment
for fraud.
Enormous CEO incomes explain part, but not all, of the
high administrative costs at investor-owned health care
firms. Investor-owned hospitals spend much less on nursing
care than not-for-profit hospitals, but their administrative
costs are 6 percentage points higher14 (presumably reflecting
their more meticulous attention to financial details).
High administrative costs and lower quality have also
characterized for-profit HMOs,15 now the dominant private
insurers in the United States. Such plans take 19% for
overhead, versus 13% in non-profit plans, 3% in the US
Medicare program and 1% in Canadian medicare.16,17 Strikingly, contracting with private HMOs has substantially increased US Medicare costs. For the past decade, Medicare
has paid HMO premiums for seniors choosing to enroll in
such private plans. According to official estimates, the
HMOs have recruited healthy seniors who, had they not
switched to an HMO, would have cost Medicare little —
about $2 billion less annually than the HMOs’ premiums.17
Private plans that were unable to recruit healthy people
dropped out of their Medicare contracts, disrupting care
for millions of seniors. Washington’s response? Sweeten
the pot for Medicare HMOs by including $46 billion to
raise HMO payments as part of the recently enacted
Medicare prescription drug bill.18
Why do for-profit firms that offer inferior products at
inflated prices survive in the market? Several prerequisites
for the competitive free market described in textbooks are
absent in health care.19,20
First, it is absurd to think that frail elderly and seriously
ill patients, who consume most care, can act as informed
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consumers (i.e., comparison-shop, reduce demand when
suppliers raise prices or accurately appraise quality). Even
less vulnerable patients can have difficulty gauging whether
a hospital’s luxurious appurtenances bespeak good care.
Second, the “product” of health care is notoriously difficult to evaluate, even for sophisticated buyers like government. Physicians and hospitals create the data used to monitor them; self-interest puts the accuracy of such data into
question. By labelling minor chest discomfort “angina”
rather than “chest pain,” a US hospital can garner both
higher Medicare payments and a factitiously improved
track record for angina treatment. It is easier and more
profitable to exploit such loopholes than to improve efficiency or quality.
Even for honest firms, the careful selection of lucrative
patients and services is the key to success, whereas meeting community needs often threatens profitability. For example, for-profit specialty hospitals offering only cardiac
or orthopedic care (money-makers under current payment schemes) have blossomed across the United States.
Most of these new hospitals duplicate services available at
nearby not-for-profit general hospitals, but the newcomers avoid money-losing programs such as geriatric care
and emergency departments (a common entry point for
uninsured patients). The profits accrue to the investors,
the losses to the not-for-profit hospitals, and the total
costs to society rise through the unnecessary duplication
of expensive facilities.
Finally, a real market would require multiple independent buyers and sellers, with free entry into the marketplace. Yet, many hospitals exercise virtual monopolies. A
town’s only hospital cannot compete with itself, but can use
its market power to inflate its earnings. Not surprisingly,
for-profit hospital firms in the United States have concentrated their purchases in areas where they can gain a large
share of the local market. Moreover, many health care
providers and suppliers enjoy state-conferred monopolies in
the form of licensure laws for physicians and hospitals and
patent protection for drugs. Additionally, government pays
most health costs — even in the United States.21 Indeed,
public funding for health care in the United States exceeds
total health spending in Canada on a per capita basis. It’s an
odd market that relies largely on public funds.
Privatization results in a large net loss to society in terms
of higher costs and lower quality, but some stand to gain.
Privatization creates vast opportunities for powerful firms,
and also redistributes income among health workers. Pay
scales are relatively flat in government and not-for-profit
health institutions; pay differences between the CEO and a
housekeeper are perhaps 20:1. In US corporations, a ratio
of 180:1 is average.22 In effect, privatization takes money
from the pockets of low-wage, mostly female health workers and gives it to investors and highly paid managers.
Behind false claims of efficiency lies a much uglier truth.
Investor-owned care embodies a new value system that severs the community roots and Samaritan traditions of hospi-

tals, makes physicians and nurses into instruments of investors, and views patients as commodities. Investor ownership marks the triumph of greed.
From the Department of Medicine, Cambridge Hospital/Harvard Medical School,
Cambridge, Mass.
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S

eparating issues of funding (i.e., who pays for health
care) and delivery (i.e., who owns and administers the
institutions providing care) helps to inform debates
Background:It has been shown that patients cared for at private
for-profit hospitals have higher risk-adjusted mortality rates about health care systems. Funding for health care can
than those cared for at private not-for-profit hospitals. Uncer- come through private sources, primarily administered
tainty remains, however, about the economic implications of through insurance companies, or through public payment,
these forms of health care delivery. Since some policy-makers by governments using tax dollars. Care can be delivered at
might still consider for-profit health care if expenditure savings private for-profit institutions that are owned by investors;
were sufficiently large, we undertook a systematic review and private not-for-profit institutions that are owned by commeta-analysis to compare payments for care at private for- munities, religious organizations or philanthropic groups;
profit and private not-for-profit hospitals.
or public health care institutions owned and administered
Methods:We used 6 search strategies to identify published and
by
the government.
unpublished observational studies that directly compared the
Canadian
hospitals are publicly funded. In terms of depayments for care at private for-profit and private not-forlivery,
although
they are commonly referred to as public
profit hospitals. We masked the study results before teams of
institutions,
Canadian
hospitals are almost all owned and
2 reviewers independently evaluated the eligibility of all
operated
by
private
not-for-profit
organizations.1 Canadian
studies. We confirmed data or obtained additional data from
all but 1 author. For each study, we calculated the payments policy-makers continue to consider an expansion of private
for care at private for-profit hospitals relative to private not- for-profit health care delivery, including private for-profit
for-profit hospitals and pooled the results using a random ef- hospitals.1
We have previously demonstrated higher risk-adjusted
fects model.
Results:Eight observational studies, involving more than 350 000 death rates among patients receiving care at private forpatients altogether and a median of 324 hospitals each, ful- profit hospitals than among patients at private not-forfilled our eligibility criteria. In 5 of 6 studies showing higher profit hospitals in a comprehensive systematic review.2
payments for care at private for-profit hospitals, the difference Uncertainty remains, however, about the economic imwas statistically significant; in 1 of 2 studies showing higher plications of these forms of health care delivery. Studies
payments for care at private not-for-profit hospitals, the differ- evaluating the economics of health care delivery usually
ence was statistically significant. The pooled estimate demon- evaluate costs, charges or payments for care.3 From the
strated that private for-profit hospitals were associated with perspective of a service provider, costs represent how
higher payments for care (relative payments for care 1.19,
much the provider paid to provide care, charges represent
95% confidence interval 1.07–1.33, p= 0.001).
how much the provider billed the payer, and payments
Interpretation: Private for-profit hospitals result in higher payrepresent how much the provider received for the care rements for care than private not-for-profit hospitals. Evidence
strongly supports a policy of not-for-profit health care delivery ceived. In the context of publicly funded health care, the
central policy question is how much government will pay
at the hospital level.
for care delivered by private for-profit versus private notfor-profit providers. We therefore undertook a systematic
CMAJ 2004;170(12):1817-24
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review and meta-analysis to address the following question: is there a difference in payments for patient care received at private for-profit compared with private not-forprofit hospitals?
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A systematic review and metaanalysis of studies comparing
mortality rates of private for-profit
and private not-for-profit hospitals
Devereaux,*
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Lacchetti,‡
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Bruce Weaver, Holger J. Schünemann,§¶ Ted Haines,‡
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Mohit Bhandari,¶¶ Terrence Sullivan,*** Deborah J. Cook,*‡
Stephen D. Walter,‡ Maureen Meade,*‡ Humaira Khan,‡
Neera Bhatnagar,††† Gordon H. Guyatt*‡
Abstract
Background: Canadians are engaged in an intense debate about the relative merits
of private for-profit versus private not-for-profit health care delivery. To inform
this debate, we undertook a systematic review and meta-analysis of studies
comparing the mortality rates of private for-profit hospitals and those of private
not-for-profit hospitals.
Methods: We identified studies through an electronic search of 11 bibliographical
databases, our own files, consultation with experts, reference lists, PubMed and
SciSearch. We masked the study results before determining study eligibility. Our
eligibility criteria included observational studies or randomized controlled trials
that compared private for-profit and private not-for-profit hospitals. We excluded studies that evaluated mortality rates in hospitals with a particular profit
status that subsequently converted to the other profit status. For each study, we
calculated a relative risk of mortality for private for-profit hospitals relative to
private not-for-profit hospitals and pooled the studies of adult populations that
included adjustment for potential confounders (e.g., teaching status, severity of
illness) using a random effects model.
Results: Fifteen observational studies, involving more than 26 000 hospitals and
38 million patients, fulfilled the eligibility criteria. In the studies of adult populations, with adjustment for potential confounders, private for-profit hospitals were
associated with an increased risk of death (relative risk [RR] 1.020, 95% confidence interval [CI] 1.003–1.038; p = 0.02). The one perinatal study with adjustment for potential confounders also showed an increased risk of death in private
for-profit hospitals (RR 1.095, 95% CI 1.050–1.141; p < 0.0001).
Interpretation: Our meta-analysis suggests that private for-profit ownership of hospitals, in comparison with private not-for-profit ownership, results in a higher
risk of death for patients.
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Quality of Care in Investor-Owned vs
Not-for-Profit HMOs
David U. Himmelstein, MD
Steffie Woolhandler, MD, MPH
Ida Hellander, MD
Sidney M. Wolfe, MD

Context The proportion of health maintenance organization (HMO) members enrolled in investor-owned plans has increased sharply, yet little is known about the quality of these plans compared with not-for-profit HMOs.

H

Design, Setting, and Participants Analysis of the Health Plan Employer Data and
Information Set (HEDIS) Version 3.0 from the National Committee for Quality Assurance’s Quality Compass 1997, which included 1996 quality-of-care data for 329 HMO
plans (248 investor-owned and 81 not-for-profit), representing 56% of the total HMO
enrollment in the United States.

Objective To compare quality-of-care measures for investor-owned and not-forprofit HMOs.

EALTH MAINTENANCE ORGA-

nizations (HMOs) have been
both derided and defended.
Studies comparing HMOs
with fee-for-service care have generally found similar outcomes for the average, healthy enrollee. However
most,1-8 but not all,9,10 studies have
found worse outcomes in managed care
for vulnerable groups (ie, the seriously ill, the mentally ill, and the poor).
Both patients and physicians are less satisfied with care delivered through
HMOs.11-16
Most research on quality of care in
HMOs has examined nonprofit groupand staff-model plans. Yet other types
of HMOs have accounted for most of
the recent increase in enrollment. Between 1985 and 1998 the proportion
of HMO members enrolled in investorowned plans increased from 26% to
62%; between 1980 and 1998 the market share of group- and staff-model
plans decreased from 81% to 12%.17,18
In investor-owned plans, executives’ primary fiduciary duty is to shareholders, who are vitally concerned with
profits but unlikely to receive their
medical care in the plan. However, a
major concern is whether the quest for
profit compromises the quality of care.
METHODS
We analyzed data from the National
Committee for Quality Assurance’s
(NCQA’s) Quality Compass 1997 including the Health Plan Employer Data

Main Outcome Measures Rates for 14 HEDIS quality-of-care indicators.
Results Compared with not-for-profit HMOs, investor-owned plans had lower rates
for all 14 quality-of-care indicators. Among patients discharged from the hospital after myocardial infarction, 59.2% of members in investor-owned HMOs vs 70.6% in
not-for-profit plans received a -blocker (P.001); 35.1% of patients with diabetes
mellitus in investor-owned plans vs 47.9% in not-for-profit plans had annual eye examinations (P.001). Investor-owned plans had lower rates than not-for-profit plans
of immunization (63.9% vs 72.3%; P.001), mammography (69.4% vs 75.1%;
P.001), Papanicolaou tests (69.2% vs 77.1%; P.001), and psychiatric hospitalization (70.5% vs 77.1%; P.001). Quality scores were highest for staff- and groupmodel HMOs. In multivariate analyses, investor ownership was consistently associated with lower quality after controlling for model type, geographic region, and the
method each HMO used to collect data.
Conclusions Investor-owned HMOs deliver lower quality of care than not-forprofit plans.
www.jama.com

JAMA. 1999;282:159-163

and Information Set (HEDIS) (version
3.0) and HMO accreditation surveys.19 The data reflect plan characteristics and performance for 1996.
HEDIS is a set of standardized quality, utilization, financial, and other
indicators designed to allow comparisons of managed care plans. A total of
329 HMOs (248 investor-owned and 81
not-for-profit) in 45 states and the District of Columbia provided at least some
HEDIS quality, utilization, and financial measures. Forty-one additional
plans that provided data to the NCQA
declined to allow release of their data.
The NCQA’s HEDIS data set includes information on ownership status (investor-owned or not-for-profit),

©1999 American Medical Association. All rights reserved.

model type (group, staff, independent
practice association, network, mixed, or
other), and region (New England, mid
Atlantic, south Atlantic, east north Central, west north Central, south Central,
Mountain, or Pacific). If data on HMO
ownership in 1996 were missing, we
consulted InterStudy’s HMO Directory,20 or telephoned the plan. Firms that
owned more than 1 HMO submitted
Author Affiliations: Department of Medicine, Center for National Health Program Studies, Cambridge
Hospital/Harvard Medical School, Cambridge, Mass
(Drs Himmelstein and Woolhandler); Physicians for a
National Health Program, Chicago, Ill (Dr Hellander);
and Public Citizen Health Research Group, Washington, DC (Dr Wolfe).
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02139.
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Table 1. Characteristics of Health Plans Analyzed and of All US Health Maintenance
Organizations*

Total US health maintenance
organization enrollment
Ownership
For-profit
Nonprofit
Unknown
Model type
Independent practice association
Network
Group
Staff
Mixed
Other or unknown
Location†
New England
Mid Atlantic
South Atlantic
East north Central
West north Central
South Central
Mountain
Pacific

Plans Providing
NCQA Quality and
Administrative Data
56

All US
Health Maintenance
Organizations23
100

75.4
24.6
...

68.4
25.9
5.8

36.8
6.7
7.3
1.8
45.9
1.5

51.1
9.5
5.5
3.1
29.7
1.2

8.2
17.6
23.1
17.3
7.9
15.8
8.5
9.1

6.3
12.3
19.6
19.0
7.8
15.0
9.9
9.9

*All values are percentages. The total number of plans in the United States was 781 with 329 providing National Com-

mittee for Quality Assurance (NCQA) quality and administrative data. Ellipses indicate data not available.
†Several plans operate in more than 1 region.

Table 2. Quality-of-Care Indicators: Investor-Owned vs Not-for-Profit Health Maintenance
Organizations for 1996
Investor-Owned
Rate, %
(No. of Plans
Submitting Data)
Immunization completion rate for 2-year-olds
Diphtheria pertussis tetanus (4 doses)
Oral poliovirus (3 doses)
Mumps measles rubella (1 dose)
Haemophilus influenzae type B (3 doses)
Hepatitis B (3 doses)
All of the above
Immunization completion rate for 13-year-olds*
Mammography rate within 2 y for women aged
52-69 y
Papanicolaou test rate within 3 y for women
aged 21-64 y
First trimester prenatal care rate
Women receiving postpartum checkup within 42
d of delivery
-Blocker prescription filled for patients
discharged after a myocardial infarction with
no evidence of contraindication†
Patients with diabetes who are receiving insulin or
oral hypoglycemic agent and who had an eye
examination in past year
Rate of outpatient follow-up within 30 d for
patients older than 6 y hospitalized with
mental disorder

Not-for-Profit
Rate, %
(No. of Plans
P
Submitting Data) Value

76.5 (212)
83.0 (212)
86.1 (212)
82.4 (212)
78.8 (208)
63.9 (207)
51.9 (169)
69.4 (229)

82.8 (68)
87.4 (68)
90.7 (67)
89.2 (68)
83.0 (65)
72.3 (68)
59.1 (63)
75.1 (80)

.001
.002
.001
.001
.02
.001
.02
.001

69.2 (230)

77.1 (75)

.001

83.1 (223)
56.9 (192)

88.5 (70)
59.6 (69)

.001
.25

59.2 (98)

70.6 (49)

.001

35.1 (224)

47.9 (80)

.001

70.5 (154)

77.1 (58)

.001

*Includes mumps measles rubella, hepatitis B, tetanus diphtheria, and varicella if not immune.
†Contraindication defined as International Classification of Diseases, 9th Revision diagnosis of insulin-dependent diabetes mellitus, asthma, heart block greater than first degree, sinus bradycardia, congestive heart failure, left ventricular dysfunction, or chronic obstructive pulmonary disease.
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separate data for each plan or line of
business (eg, Kaiser Foundation Health
Plan Inc operated 13 distinct plans that
each reported HEDIS data). Our unit of
analysis was the individual plan.
Many HMO firms failed to supply the
NCQA with accurate data on total enrollment, Medicaid or Medicare enrollment, patient demographics, or plan age
(in some cases the HMO apparently reported data for the entire firm rather
than for individual plans or lines of
business). Hence, we could not reliably analyze these variables.
We examined all 14 quality-of-care
variables included under the NCQA’s rubric “Effectiveness of Care” for which
data were available. For instances in
which data included implausible rates
(eg, an immunization rate of 0%), we recoded the value as missing. The NCQA
requires HMOs to follow a detailed guide
defining each measure and specifying
standards for data submission.21 Plans
may collect data to calculate their rates
from administrative records (administrative method), or supplement administrative data with chart reviews (hybrid method). The hybrid method, used
by more than 90% of plans, usually results in higher reported rates.
For each quality indicator, the administrative method requires that the
plan identify the target population: patients continuously enrolled in the HMO
for an appropriate period (eg, 1 year for
Papanicolaou tests and immunizations, 2 years for mammograms, or
7 days after hospital discharge for
-blocker usage after myocardial infarction) and for whom the particular intervention is clinically appropriate (eg,
women aged 52-69 years for mammography). For most indicators, patients
whose coverage was interrupted for up
to 45 days per year are also included. The
HMO then searches administrative records (eg, payment and pharmacy files)
for evidence that the intervention occurred. If no evidence of the intervention is found, the HMO may choose to
search for exclusions (eg, a history of bilateral mastectomy would exclude the
need for mammogaphy). The reported
rate is the number of patients receiving
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the intervention divided by the number eligible and without exclusions.
For the hybrid method, the plan
chooses a sample of eligible patients from
among the target population identified
as in the administrative method. For
most measures, a minimum sample size
of 411 patients (after all exclusions) is
required. For plans that have previously documented high rates for a particular intervention, somewhat smaller
sample sizes are allowed (because for any
given sample size the SE of the percentage becomes smaller when rates rise
above 50%). For instance, the hybrid
method requires a minimum sample size
of 313 for a plan that had previously
documented a Papanicolaou test rate of
75%. As in the administrative method,
the plan initially searches administrative records for evidence that the intervention occurred or that the patient
should be excluded from the measure.
If administrative records do not give evidence of the intervention or of an exclusion, the plan reviews patient charts for
such evidence and calculates a rate using the administrative method.
We also examined total costs per
member per month and the medical loss

est differences were in the 2 measurements of the quality of care for patients with serious medical illnesses.
Among patients discharged from the
hospital after a myocardial infarction
(with no concurrent diagnosis contraindicating -blocker therapy), on average 59.2% of patients in investorowned HMOs compared with 70.6% of
patients in not-for-profit plans filled a
prescription for a -blocker (P.001).
Among patients with diabetes receiving insulin or oral hypoglycemic agents,
on average 35.1% of those in investorowned plans vs 47.9% in not-forprofit plans had received an eye examination within the past year (P.001).
Investor-owned plans also had lower
ratesofallroutinepreventiveservicesthat
we evaluated (Table 2). The rate of
completion of immunizations for 2-yearolds averaged 63.9% in investor-owned
HMOs vs 72.3% in not-for-profit plans
(P.001); the proportion of women aged
52 to 69 years who had undergone mammography within the past 2 years averaged 69.4% in investor-owned plans and
75.1% in not-for-profit plans (P.001).
Staff-andgroup-modelHMOshadhigher
scores on virtually all quality-of-care in-

ratio, defined as total medical and hospital expenses divided by total revenues from premiums, fee-for-service,
Medicare, and Medicaid.
We used t tests to evaluate differences in univariate comparisons of
rates. We performed multiple linear regressions to analyze the association of
ownership status with quality indicators after control for region (8 categories), the method used by the plan to
collect data (administrative or hybrid), and HMO model type (6 categories). All analyses used SAS software.22
RESULTS
TABLE 1 compares the characteristics of
the 329 plans we analyzed with those of
all HMOs in the United States. Compared with plans in the NCQA sample,
nonparticipating plans were smaller,
newer, more likely to be group or mixed
model, and to be located in the east north
Central region.23 Similar proportions of
investor-owned and not-for-profit plans
submitted quality-of-care data.23
In univariate comparisons, investorowned plans had lower rates for all 14
quality indicators (TABLE 2). The larg-

Table 3. Quality-of-Care Indicators by Health Maintenance Organization Model Type for 1996*
Rate, % (No. of Plans Submitting Data)
Staff

Group

IPA

Network

Mixed

Other

93.0 (6)
95.3 (6)

84.3 (23)
89.6 (23)

77.5 (103)
83.4 (103)

75.7 (19)
80.9 (19)

77.2 (124)
83.8 (124)

72.4 (5)
77.2 (5)

Mumps measles rubella (1 dose)

96.0 (6)

89.6 (23)

87.6 (103)

84.2 (19)

86.6 (124)

85.0 (4)

Haemophilus influenzae type B (3 doses)

95.3 (6)

87.3 (23)

84.8 (103)

82.7 (19)

82.6 (124)

80.8 (5)

Hepatitis B (3 doses)

86.3 (6)

87.2 (23)

79.7 (103)

77.9 (16)

78.8 (120)

71.2 (5)

81.0 (6)
84.0 (4)
82.7 (6)
83.7 (6)
93.5 (6)
67.1 (5)
71.1 (2)

75.7 (23)
66.5 (22)
76.5 (23)
76.8 (24)
90.0 (24)
60.5 (24)
75.2 (19)

65.0 (104)
50.8 (82)
69.3 (117)
70.4 (109)
83.7 (102)
57.9 (104)
62.4 (49)

64.8 (19)
43.4 (17)
71.3 (21)
72.0 (22)
82.7 (20)
60.6 (18)
53.5 (12)

64.7 (118)
54.7 (104)
70.9 (137)
70.2 (139)
83.6 (136)
55.6 (106)
61.6 (63)

58.2 (5)
39.0 (3)
65.8 (5)
66.6 (5)
86.6 (5)
60.4 (4)
55.1 (2)

62.8 (6)

53.5 (24)

33.4 (115)

39.9 (21)

39.2 (133)

24.4 (5)

83.2 (3)

78.8 (21)

72.1 (81)

68.2 (11)

71.2 (93)

73.3 (3)

Immunization completion rate for 2-year-olds
Diphtheria pertussis tetanus (4 doses)
Oral poliovirus 3 doses

All of the above
Immunization completion rate for 13-year-olds†
Mammography rate within 2 y for women aged 52-69 y
Papanicolaou test rate within 3 y for women aged 21-64 y
First trimester prenatal care rate
Women receiving postpartum checkup within 42 d of delivery
-Blocker prescription filled for patients discharged after a
myocardial infarction with no evidence of contraindication‡
Patients with diabetes who are receiving insulin or oral hypoglycemic
agent and who had an eye examination in past year
Rate of outpatient follow-up within 30 d for patients older than 6 y
hospitalized with mental disorder

*Percentages are rates. IPA indicates independent practice association. P.01 for differences between group- and staff-model plans and all other models except for receiving

postpartum checkup within 42 days of delivery (P = .12).
†Includes mumps measles rubella, hepatitis B, tetanus diphtheria, and varicella if not immune.
‡Contraindication defined as International Classification of Diseases, 9th Revision diagnosis of insulin-dependent diabetes mellitus, asthma, heart block greater than first degree,
sinus bradycardia, congestive heart failure, left ventricular dysfunction, or chronic obstructive pulmonary disease.
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Table 4. Multivariate Analysis* of Association of Investor Ownership With Quality-of-Care
Indicators for 1996
Parameter Estimate
for Investor
Ownership†
Immunization completion rate for 2-year-olds
Diphtheria pertussis tetanus (4 doses)
Oral polio virus (3 doses)

−5.0 (−8.4 to −1.5)
−4.3 (−7.4 to −1.2)

P
Value
.005
.007

Mumps measles rubella (1 dose)

−4.3 (−6.6 to −2.0)

.001

Haemophilus influenzae type B (3 doses)

−6.2 (−9.1 to −3.3)

.001

Hepatitis B (3 doses)

−3.3 (−6.9 to 0.3)

.07

All of the above

−5.2 (−9.2 to −1.2)

.01

−4.5 (−10.3 to 1.2)
−4.8 (−6.9 to −2.7)

.12
.001

Papanicolaou smear rate within 3 y for women aged 21-64 y

−6.6 (−9.4 to −3.7)

.001

First trimester prenatal care rate

−4.5 (−8.0 to −1.0)

.01

Women receiving postpartum checkup within 42 d of delivery
-Blocker prescription filled for patients discharged after
a myocardial infarction with no evidence of contraindication§
Patients with diabetes who are receiving insulin or oral hypoglycemic
agent and who had an eye examination in past year
Rate of outpatient follow-up within 30 d for patients older than 6 y
hospitalized with mental disorder

−4.8 (−10.4 to 0.9)
−6.5 (−13.2 to 0.1)

.10
.06

−9.7 (−13.0 to −6.3)

.001

−5.6 (−10.2 to −0.9)

.02

Immunization completion rate for 13-year-olds‡
Mammography rate within 2 y for women aged 52-69 y

*Analysis controlled for health maintenance organization model type, data reporting method, and geographic region.
†Negative value indicates that investor-ownership predicts lower score. Values are expressed as change in rate associated with for-profit ownership (95% confidence interval).
‡Includes mumps measles rubella, hepatitis B, tetanus diphtheria, and varicella if not immune.
§Contraindication defined as International Classification of Diseases, 9th Revision diagnosis of insulin-dependent diabetes mellitus, asthma, heart block greater than first degree, sinus bradycardia, congestive heart failure, left ventricular dysfunction, or chronic obstructive pulmonary disease.

dicators(TABLE 3).PlansinNewEngland
scored better than plans in other regions
for most indicators (data not shown).
In multivariate analyses controlling for
model type, method of data collection,
and region, investor ownership was consistently associated with poorer quality
(TABLE 4). For instance, investor ownership was associated with decreases in
rates of mammography of 4.8 percentage points and of eye examinations for
patients with diabetes of 9.7 percentage
points. As expected, plans that used the
hybrid method for data collection tended
to report higher rates (eg, 1.4% higher
for mammography). Staff- and groupmodel types, as well as a location in New
England, continued to predict higher
quality for most quality indicators.
Total cost per member, per month averaged $128.00 in investor-owned plans
vs $127.50 in not-for-profit plans
(P = .88). The medical loss ratio (percentage of revenues spent on medical and
hospital services) averaged 80.6% in investor-owned HMOs vs 86.9% in notfor-profit plans (P = .05). Hence, spending on profit and administrative overhead
162

was about 48% higher in investorowned plans (19.4% vs 13.1% for notfor-profit plans).
COMMENT
Investor-owned HMOs now dominate
the managed care market.24,25 However, our study suggests that these plans
are associated with reduced quality of
care. Although total costs are similar in
investor-owned and not-for-profit
plans, the latter spend more on patient care. Group- and staff-model plans
that offer better quality are also being
eclipsed. The medical market is not rewarding quality and efficiency.
Our findings are consistent with the
scant previous reports on the influence
of investor ownership on HMO quality.
An analysis of 1994 data from 76 HMOs
found that investor-owned plans provided less preventive care.26 Comparisons of HMO quality published in popular magazines have reached similar
conclusions.27,28 Investor-owned Medicare HMOs have higher disenrollment
rates29 and lose more beneficiary appeals than not-for-profit plans.30 Physi-

cians in Minneapolis rated care at a staffmodel plan better than at 2 network
model HMOs.31 A Centers for Disease
Control and Prevention analysis of 4 preventive services, using HEDIS data that
excluded Medicaid and Medicare recipients, found regional patterns similar to
those we report.32
Moreover, the differences we observed in this study appear to be clinically significant. For instance, if all 23.7
million American women between ages
50 and 69 years were enrolled in investor-owned, rather than not-forprofit plans, an estimated 5925 additional breast cancer deaths would be
expected (based on our finding of a
4.8% difference in screening rates, and
previous estimates that biennial screening in this age group would result in 52
fewer breast cancer deaths by age 80
years per 10 000 women screened).33
Similarly, since -blockers reduce death
rates in myocardial infarction survivors by 23%,34 their underuse in investor-owned plans suggests that many
such patients may die needlessly.
However, the HEDIS quality indicators we analyzed have serious shortcomings.35 No indicators appraise the outcomes of care. Most focus on relatively
inexpensive preventive services and exclude patients who are not continuously enrolled. Few HEDIS measurements address care for seriously ill or
chronically ill patients who are financially unattractive to HMOs and at risk
for underservice. Medicare HMOs apparently encourage sick patients to disenroll36 and selectively recruit and enroll healthy individuals.37-39 Hence, our
finding that the 2 quality indicators relevant to patients with serious medical
illnesses showed the sharpest differences is particularly disturbing. Moreover, plans may narrowly focus quality
improvement efforts on the few services that HEDIS assesses, causing an
upward drift of HEDIS scores that may
not accurately reflect global quality
trends. For instance, HMO administrators may push clinicians to increase
mammography rates, but deny them the
time needed to perform optimal clinical breast examinations, patient educa-
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tion, or other clinical activities that
HEDIS does not measure. Hence, the
usefulness of HEDIS quality indicators
as surrogate measures of the global quality of care may deteriorate over time.
Despite these limitations, the data we
analyzed are the best available currently. They encompass plans that
account for more than half of the HMO
enrollment in the United States. The data
were collected and reported in standard
formats and have been found accurate in
federal audits.40 Unfortunately, even
fewer data may be available in the future.
In 1997 (the data that we analyzed, which
reflects 1996 figures but was submitted
in 1997) only 41 plans that submitted
information to the NCQA declined to
allow release of their data; in 1998, 155
plans refused data release.
Inaccurate reporting could explain
our findings only if not-for-profit plans

consistently inflated their quality measures while investor-owned HMOs did
not. We cannot rule out the possibility that systematic differences in market characteristics, patients, physicians, HMO data systems, or other
unmeasured confounders could influence our results.
Our findings are worrisome in light
of previous research comparing the
quality of care in HMO and fee-forservice settings. Most such comparisons examined care in not-for-profit
group- and staff-model HMOs, which
we found to have higher quality scores
than the average plan. Moreover, the
best of this research was carried out before market pressures forced nonprofit HMOs to increase financial incentives and productivity pressures for
physicians, abandon community rating, and implement other measures that

mimic investor-owned plans.24,25 In
these nonprofit, group- and staffmodel HMOs of an earlier era, the average healthy patient received similar
or slightly more preventive care, but
vulnerable patients fared poorly1,2,4-7 (eg,
the risk of dying for sick, poor patients was increased by 21%).1
Our findings suggest that the decadeold experiment with market medicine
is a failure. The drive for profit is compromising the quality of care, the number of uninsured persons is increasing,
those with insurance are increasingly
dissatisfied, bureaucracy is proliferating, and costs are again rapidly escalating. We believe national health insurance deserves a second look.41,42
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In the Business
of Dying:
Questioning the
Commercialization
of Hospice
Joshua E. Perry and
Robert C. Stone

In our society, some aspects of life are off-limits to
commerce. We prohibit the selling of children and
the buying of wives, juries, and kidneys. Tainted
blood is an inevitable consequence of paying
blood donors; even sophisticated laboratory tests
cannot supplant the gift-giving relationship as
a safeguard of the purity of blood. Like blood,
health care is too precious, intimate, and corruptible to entrust to the market.1

Introduction
The hospice movement in the United States is approximately 40 years old. During these past four decades,
the concept of holistic, multidisciplinary care for
patients (and their families) who are suffering from a
terminal illness has evolved from a modest, grassroots
constellation of primarily volunteer-run and community-governed endeavors to a multimillion dollar
industry where the surviving nonprofits compete with
for-profit providers, often publicly traded, managed by
M.B.A.-trained executives, and governed by corporate
boards. The relatively recent emergence of for-profit
hospice reflects an increasing commercialization of
health care in the United States, the potentially adverse
impact of which has been well documented.2 Here we
refer to the general threats against medicine’s ethical
foundations that are made by health care organizations attempting to marry the “fundamental objective”
of commerce, i.e., “achieving an excess of revenue over
costs” so as to ensure profits for owners and investors,
with the delivery of quality care to vulnerable consumers who are often compromised in their ability to
make decisions.3 In the case of hospice, of course, the
“customer” suffers from a terminal condition, which
intensifies ethical concerns regarding the priority of
the patient’s needs (ahead of profit-taking), the importance of dealing with patients “honestly, competently,
and compassionately,” and the avoidance of any conflicts of interest “that could undermine public trust in
the altruism of medicine.”4
Infusing these ethical reflections, as is always the
case either explicitly or implicitly in considerations of
health care policy in the United States, are business
concerns about how best to deliver services consistent
with notions of free market competition and entrepreneurialism.5 As capitalism’s proponents have argued,
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profit incentives and commercial freedoms have
promoted efficiencies and innovations across a wide
diversity of industries.6 Health care, however, is unlike
other commodities, and the U.S. market for health services is not an unadulterated market of purely private
players. Rather, the health care of a nation is a matter
of public concern, and taxpayers underwrite many of
the direct costs.7 Desires to lower overall health care
costs — always in tension with a variety of ethical
considerations relating to individual patient care and
public health — are theoretically shared by all partici-

of for-profit medicine and commercial interests as
dominant trends in U.S. health care, which we address
in Part I. In the last decade, this general trend in the
direction of “market-driven medicine” has prompted
the rapid rise of the for-profit hospice industry, as discussed in Part II of this article. Given the individual
and social value that the nonprofit hospice sector has
proven to be and the conflicting interests inherent
in for-profit medicine, we wonder whether the original philosophy of hospice as embodied in its earliest
nonprofit and community-based manifestations is

Although published research in this area is limited, evidence indicates, as one
would expect given the pressures to deliver a return on investment, that for-profit
facilities, and especially publicly-traded chain providers, generate higher revenues
than their nonprofit competitors. These cost savings and profit margins appear
to flow primarily from business decisions relating to selective recruitment of a
longer-term, increasingly non-cancerous, population of Medicare patients and
the payment of lower salaries and benefits to less-skilled staff.
pants and stakeholders in the U.S. system, including
patients, providers, investors, regulators, and taxpayers. Yet, the extent to which the Medicare hospice benefit and corresponding proliferation of hospice service
providers has resulted in overall systemic cost savings
in the end-of-life context (as was envisioned by the
original policymakers) remains contested.8
However, specific financial comparisons between
for-profit and nonprofit hospice providers have been
more conclusive. Although published research in this
area is limited, evidence indicates, as one would expect
given the pressures to deliver a return on investment,
that for-profit facilities, and especially publicly-traded
chain providers, generate higher revenues than their
nonprofit competitors.9 These cost savings and profit
margins appear to flow primarily from business decisions relating to selective recruitment of a longer-term,
increasingly non-cancerous, population of Medicare
patients and the payment of lower salaries and benefits to less-skilled staff.10 Additionally, large chain
hospice providers may realize further increased revenues as a result of efficiencies in their administration
of regulatory processes and delivery of services across
multi-state locations.11
Many patients and families experience hospice as a
preferred pathway to dying well and a social consensus regarding the merits of hospice has been reached
among many over the last few decades.12 This same
time period has also been marked by the emergence

potentially threatened by a creeping commercialism
across the entire hospice industry. Indeed, hospice
has always been “an attempt to transform the harmful
practices of medicine-driven technology and profit”
into a “compassionate caring” that restores a “sincere
empathy, respect, and spiritual significance to the
complex business of relieving suffering at the end of
life.”13 Accordingly, Part III of this article raises critical
questions rooted in ethical concerns that will require
continuing vigilance and further study as the hospice
industry confronts increasing pressures to provide
holistic, quality care, and pain management for those
who are dying, while balancing commercial considerations related either to maintaining merely sustainable margins in an increasingly competitive market or
to satisfying investors and shareholders who seek to
realize maximum profits from Medicare’s per diems.

Part I: The Emergence of
For-Profit Health Care
Observers of the practice of medicine in America have
been sounding alarms about the creeping commercialization of U.S. health care for at least the last 30
years. Writing in 1980, Arnold Relman, then editor of
the New England Journal of Medicine, described what
he alarmingly viewed as the “new medical-industrial
complex” of for-profit corporations in the business of
providing health care services to patients.14 Dr. Relman was particularly concerned about the emergence
225
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improper over-utilization of Medicare-reimbursable
of proprietary hospitals and nursing homes, as well as
services that anti-kickback legislation, the Stark
home care, diagnostic laboratory, and hemodialysis
services.15
laws, enforcement of the False Claims Act, and other
Hemodialysis, in fact, presented a “particularly
regulatory efforts have proliferated from the midinteresting example of stimulation of private enter1970s through the most recent health care reforms
prise by public financing of health care.”16 Relman
of 2010.26
was referring to the rapid expansion of the patient
Additionally, the emergence over the last 30 years
population receiving long-term hemodialysis followof for-profit health providers has prompted concerns
ing Congress’s decision in 1972 to cover treatment of
about whether ownership status has any correlation
end-stage renal disease under Medicare.17 Fueled by
to the quality of care provided. On this point the case
the flow of federal funds, the for-profit dialysis indusof nursing homes is illustrative. Relatively consistent
try mushroomed from nearly non-existent in the early
data indicate that differences in care do exist between
1970s to a 40% market share by 1980.18
By 2002, 75% of dialysis services were
provided by private, for-profit facilities,
The conflicting interests inherent in the incentive
and early fears about compromises in
structures of for-profit health care endeavors
patient care were being realized in the
form of increased risk for premature
demand careful scrutiny. This is particularly
patient death.19 Similarly, more recent
important in the end-of-life hospice context.
research seems to confirm that Medicare erythropoietin (or EPO, a drug
used to treat anemia resulting from
kidney disease) reimbursements — the second-largest
for-profit and nonprofit nursing home providers “as
source of dialysis facility income — are incentivizing
measured by staffing ratios, quality-of-care and quality
large, for-profit chain facilities to administer dosages
of life deficiencies, advance care planning discussions,
of the drug in excess of the clinical guidelines.20
complaints per home, and, in some cases, adverse
Writing for the Institute of Medicine in 1983, Bradhealth outcomes.”27 The conflicting interests inherford Gray outlined the controversy surrounding the
ent in the incentive structures of for-profit health care
widespread emergence of for-profit medicine during
endeavors demand careful scrutiny. This is particuthe 1970s.21 Proponents of the investor-owned trend
larly important in the end-of-life hospice context, to
in health care heralded the efficiencies, innovations,
which we now turn our attention.
and fiscal discipline associated with business management practices designed to grow market share
Part II: Rise of the For-Profit
and maximize profits consistent with free market
Hospice Industry
principles.22 Critics, however, argued that large and
The modern hospice movement traces its origins to
enduring percentages of uninsured and underinsured
the mid-20th century work of physician Dame Cicely
Americans evidenced market failure. They argued
Saunders, who founded St. Christopher’s Hospice in
that conflicts of interest are constitutive of for-profit
1967 in a suburb of London.28 The hospice concept was
business models that are premised upon financial
imported to America by Florence Wald, the dean of the
incentives designed to encourage ever-expanding
Yale School of Nursing, who invited Dame Saunders
consumption of finite and expensive goods.23 Such
to teach the concepts of holistic treatment of patients’
conflicts of interest have, for example, resulted in
physical, spiritual, and psychological well-being at Yale
well-documented cases of unnecessary medical serin the late 1960s. At the same time, the work of Dr.
vices and treatments, often bloating systemic health
Elizabeth Kubler-Ross was recalibrating social undercare costs at tax-payers’ expense.24 In extreme cases,
standings of death and arguing that perhaps death did
pressures to meet profit goals and satisfy investor
not have to be seen as the failure of medicine to keep a
expectations have resulted in fraud prosecutions of
patient alive.29 Out of Kubler-Ross’s work, the “right”
for-profit health care providers, most infamously
of patients to participate in decisions impacting their
realized in the cases of Tenet Healthcare and Healthdeath process began to gain traction.30
care Corporation of America (HCA), although the
All of this, of course, emerged during a time in
nonprofit sector has not been immune from governwhich physician paternalism was still the dominant
ment prosecution arising out of illicit reimbursement
ethos and emerging end-of-life medical technologies
practices.25 It is precisely because of congressional
were fostering liminal conditions — “twilight zones of
cost concerns related to fraudulent billing and other
suspended animation where death commences while
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life, in some form, continues”31 — in which the possibility of postponing death was creating novel bioethical dilemmas.
Nevertheless, the earliest American hospices were
“small, volunteer dominated community-based programs which provided spiritual support and palliative care to terminal patients and their families,” and
they began to spread rapidly during the 1970s.32 While
fewer than 60 hospices existed in 1978, that number
had expanded to over 400 by 1981 and the movement soon captured the attention of policymakers in
Washington.33
Congress created the Medicare hospice benefit in
1982 for patients diagnosed as “terminally ill.” 34 To
qualify for the benefit, a patient’s “attending” physician, as well as the hospice physician, must certify
that the patient has “a life expectancy of 6 months or
less.”35 For hospice providers caring for a terminally
ill patient, the federal benefit pays a fixed per diem.36
The amount of the daily rate is determined by the
appropriate category of care required by the patient:
(1) routine home care; (2) continuous home care;
(3) inpatient respite care; or, (4) general inpatient care.
Importantly, however, the daily rate is paid by Medicare regardless of the services actually provided by the
hospice provider on any given day and even if no services are provided. Services covered include nursing
care, physician services, pain management, medical
social services, counseling (including bereavement services), physical therapy, occupational therapy, speechlanguage pathology, dietary counseling services, and
homemaking services.37
According to Greer and Mor, leaders of the pioneering National Hospice Study, this legislation emerged
at the behest of dual constituencies: care givers and
entrepreneurs.38 Care givers, particularly non-M.D.
professionals, desired a legal mandate requiring that
hospice services be built around interdisciplinary
teams, including volunteers, spiritual counselors, and
other “low-technology providers.”39 Entrepreneurs, on
the other hand, envisioned the development of “profitmaking hospice chains” and lobbied for the benefit on
the basis that it would create a new opportunity to
further the competitive, proprietary interests that Relman had characterized as the emerging “new medicalindustrial complex” just two years earlier.40 As early as
1985, Greer and Mor worried that the “smaller, volunteer-oriented hospices, which have contributed significantly to the image of hospice in our country, may be
unable to survive in a commercialized environment.”41
Throughout the 1990s, the per diem rates paid by
Medicare steadily increased, as end-of-life issues,
including advanced directives and palliative care,
received greater attention from researchers, health

care practitioners, and public policy officials. By 2006,
approximately 40% of Medicare beneficiaries who
died were cared for during their final days or weeks
of life under the auspices of a hospice program where
specialists working in interdisciplinary teams treated
their symptoms, relieved their pain, and provided a
range of therapeutic services and other types of support, including, housekeeping duties for those electing
to die at home.42
As originally conceived, there was “a strong expectation that hospice services would result in lower costs
to the Medicare program than conventional medical
interventions at the end of life.”43 Yet, as with every
other sector of the health care economy, hospice costs
have risen at alarming rates in recent years. According to the Government Accountability Office, between
1992 and 2002, “Medicare payments for hospice care
increased fivefold, to about $4.5 billion,…the number
of Medicare patients increased fourfold, to approximately 640,000,…[and] the number of Medicareparticipating hospices grew by almost 90 percent to
2,275.44
Just six years later, hospice expenditures more than
doubled to exceed $11 billion, Medicare beneficiaries
receiving hospice services (for increasingly longer
periods of time) topped one million, and the number
of hospice locations rose to greater than 3,300, with
for-profit providers accounting “almost entirely” for
this increase.45 In fact, from 2001 to 2008, the forprofit hospice industry grew 128 percent, while the
nonprofit hospice sector only grew by 1 percent and
government-owned hospice grew by 25 percent.46 The
result of these trends is that now approximately 52
percent of hospices are for-profit, 35 percent are nonprofit, and 13 percent are owned by the government.47
Given this shifting ownership landscape and the
forecasts for continued growth in patient population
and federal reimbursements, we are troubled by the
potential for ethical compromises as the delivery of
hospice services becomes an increasingly commercial
endeavor. To those concerns we now turn.

Part III: Questioning the
Commercialization of Hospice
As originally conceived, hospice was marked by a
holistic approach to patient care, animated by altruistic motivations that placed ultimate priority on care
for the dying individual and her family. The concept
has been accepted and embraced by large segments
of the American public and policymakers because its
hallmark practices are understood to be rational and
compassionate components of end-of-life health care.
Yet, the increasing dominance of for-profit providers,
beholden to the expectations of investors, introduces a
227

cost and end-of-life care • summer 2011

214

SY M PO SIUM

profit-making concern that threatens to compete with
patient care for ultimate priority. Perhaps the dual
goals of profit-taking and care-giving can be aligned
theoretically in ways that neither would be compromised. But in the actual business practices of for-profit
managers and care decisions of for-profit providers,
there is at a minimum some cause for heightened
scrutiny.
How Do For-Profit Hospice Providers Market Their
Services and Recruit Their “Customers”?
In recent years the media have begun to report anecdotally about the manner in which some hospice providers
have so successfully grown their business. For instance,
VITAS Hospice Services, LLC, the largest provider of
hospice services in the United States (operating 46
facilities across 15 states and the District of Columbia), reportedly sends its patient recruiters into nursing homes equipped with pens and coffee cups for staff
and then pays a commission to those recruiters who
successfully sign-up patients for VITAS’s services.48 A
rival hospice provider was indicted for allegedly paying nursing home operators $10 per day to assist in
patient recruitment efforts and paying physicians $89
a month to certify patients as hospice eligible without
examining the patient or reviewing medical records.49
The extent to which some hospice providers may be
employing “community education representatives”50
to market hospice services and recruit hospice patients
demands vigilance in the form of either industry selfpolicing or government oversight.51 In fact, the latter
option was recommended in 2009 by the Medicare
Payment Advisory Commission (MedPAC), which said
the Office of Investigator General should investigate
“financial relationships between hospices and longterm care facilities [ ] that may represent a conflict
of interest and influence admissions to hospice;…the
appropriateness of enrollment practices…; [and] the
appropriateness of hospice marketing materials and
other admissions practices.”52
Hospice-eligible patients, by definition, are facing
a relatively imminent death. In this context, many
patients and their family-member advocates are experiencing myriad emotions potentially compromising
their judgment and ability to comprehend the implications of entering into hospice. Given these heightened
vulnerabilities, potential hospice candidates are more
susceptible to unscrupulous marketing techniques
and over-promising with regard to services that will
be provided. If a patient recruiter stands to personally benefit in the form of a commission or bonus for
reaching and maintaining enrollment goals,53 such an
incentive potentially conflicts with the candor required
for a potential hospice patient to make an informed

decision about whether to forego continued curative
medical treatments, a necessary condition of enrollment in hospice.
Moreover, concerns exist over whether hospice
providers, regardless of ownership structure, intentionally select patients who are likely to have longer
lengths of stay and thus result in the generation of
greater revenues. Because of Medicare’s current payment policy, which pays the same flat rate per diem
(regardless of the patient’s specific terminal illness),
a tempting incentive is created to target patients who
will require less expensive care over a longer period of
time. As a 2009 MedPAC report to Congress noted,
“A strong correlation exists between length of hospice stay and profitability…. The concern is that some
new hospice providers, which are predominantly forprofit, may be pursuing a business model based on
maximizing length of stay and thus profitability.”54
The 2008 MedPAC report found that “hospices with
longer lengths of stay are more profitable [because]
length of stay in a for-profit hospice is about 45% longer than the length of stay in a not-for-profit facility.”55
While seemingly counterintuitive, it turns out that
the longer a patient remains in hospice, the less costly
it is for the provider to care for her because over the
course of a lengthy hospice arrangement, the patient’s
baseline of necessary care becomes less rigorous and
time intensive. The current Medicare policy makes
sense if one considers that hospice was designed to
offer only palliative, not curative, treatment. When
the Medicare benefit was created in 1982, the concept of palliative medicine was not disease specific.56
Therefore, while the revenue from federal reimbursements remains constant, costs associated with patient
care do not.57 As Lindrooth and Weisbrod illustrate,
hospice costs during approximately the first four days
of patient care are relatively high, due to the additional time required to transition a patient and relevant family members into the hospice program and
attend to their emotional and physical needs. Likewise, a patient’s final days prior to death are relatively
more time and resource intensive, and therefore more
costly.
During the intervening time period, however, costs
of care are relatively lower and constant. Of course,
these intermediary costs escalate in the context of
patients requiring more expensive palliative care, such
as chemotherapy, radiation, or recreational services,
which explains why hospice providers needing to keep
investors satisfied, seeking to realize a profit, or simply struggling to maintain a margin that will sustain
the organization’s mission, are rationally tempted to
selectively recruit patients with non-cancer diagnoses,
for example.58 This “U-shaped” cost function and lin-
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ear revenue stream creates a “financial incentive for all
hospices…to maximize the duration” of a patient’s stay
in order to distribute the higher costs at the beginning
and end of treatment and increase overall profits.59
Although MedPAC has called for an adjustment
to the reimbursement structure that would pay relatively more per day for those higher costs associated
with the entrance of a patient into hospice and for

— respond to the Medicare reimbursement incentive
by selectively admitting patients with primary diagnoses, recent curative care, and ages that would suggest probabilities for a longer life trajectory, and correspondingly higher profits.63
Additional data published by Lorenz et al. examined 67 for-profit hospices and 109 nonprofit hospices operating in California to determine whether

Without changes to the current reimbursement structure, coupled with measures
to ensure greater accountability in the use of these benefits, we are concerned about
the potential for a more dominant hospice provider to serve selectively a higher
percentage of patients with a non-cancer diagnosis. The patient population at such
a hospice could thereby average significantly longer and more lucrative periods of
time during which the provider would realize a great return on the Medicare per
diem payments for those patients, while potentially shifting a disproportionate
share of the more costly short-term patients to hospice providers with a broader
commitment to a community beyond those with an ownership interest.
those higher costs associated with the patient’s death,
these payment changes will not be implemented
before 2013.60 Meanwhile, the current per diem paid
by Medicare remains constant throughout a patient’s
stay, regardless of how much time is actually devoted
to patient care and the delivery of hospice services.61
Without changes to the current reimbursement
structure, coupled with measures to ensure greater
accountability in the use of these benefits, we are
concerned about the potential for a more dominant
hospice provider to serve selectively a higher percentage of patients with a non-cancer diagnosis. The
patient population at such a hospice could thereby
average significantly longer and more lucrative periods of time during which the provider would realize
a great return on the Medicare per diem payments
for those patients, while potentially shifting a disproportionate share of the more costly short-term
patients to hospice providers with a broader commitment to a community beyond those with an ownership interest.62
While all hospice providers, regardless of ownership
status, are incentivized to “game” the system according
to the current reimbursement policy, Lindrooth and
Weisbrod analyzed admission data at 104 for-profit
and 534 religious nonprofit hospice providers over a
three-year period in an effort to determine whether
patterns of patient selection could be identified. Their
data demonstrate that for-profit hospices — more so
than the religious nonprofit hospices they also studied

patterns in patient population could be determined.64
This study concluded that for-profit hospice providers treat a disproportionate number of patients who
were either previously in a long-term care facility and/
or suffer with a non-cancer diagnosis. Moreover, these
researchers confirmed that a higher percentage of forprofit patients do in fact remain in hospice longer than
90 days.65
Longer stays, of course, are not intrinsically problematic. Indeed, getting a patient into hospice for a
longer and more managed death process can be more
conducive to the holistic and comprehensive care for
both patient and family that hospice promises. Recent
research also suggests greater systematic cost savings
can result from longer stays in hospice.66 Moreover, a
variety of reasons unrelated to fraudulent or nefarious practices may explain differences in enrollment
patterns, including a good faith effort on the part of
for-profit providers to include terminal, non-cancer
patients who have been traditionally under-represented among hospice populations.67
Do Commercial Concerns Compromise the
Quality of Care Delivered by Hospice Providers?
Interdisciplinary, coordinated care has been a hallmark of the hospice philosophy of holistic end-oflife care since the movement’s inception. Moreover,
government reimbursement via Medicare is conditioned upon the hospice organization’s provision of
a team that includes at least one physician, one reg229
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istered nurse, and one social worker.68 The inclusion
of such expertise is necessary to coordinate the medical, psychological, and social components of hospice
care “core services” as described in federal law, which
pursuant to an individual patient’s written plan, must
include availability to physician services, skilled nursing care, dietary or nutritional services, psychological
counseling (including bereavement therapy), spiritual
care, and medical social services.69 “Noncore” services
include physical therapy, speech therapy, occupational
therapy, continuous home care, and household/homemaker services.70 Hospice providers, however, have
discretion with regard to staffing specifics.
At least one study has demonstrated that staffing
patterns do differ among hospice providers in ways
that correlate to ownership status, although no correlations established patterns of adverse or compromised patient care.71 The research noted above by
Lorenz et al. examining California hospices in the late
1990s also found that for-profit hospices provided a
mix of overall less-skilled nursing care, but failed to
establish whether quality of patient care in general
suffered as a result of these staffing decisions.72 In fact,
this same study found “no significant difference in the
actual number of skilled nursing visits per patient day
provided by for-profit hospices (0.33) versus not-forprofit hospices (0.35).”73
More recent data from researchers at Yale found
“substantial variation by hospice ownership type in
the patterns of interdisciplinary staff.”74 Again, while
correlations to adverse impact on quality of care were
not proven, the study did find that for-profit hospice
facilities typically employ less expensive labor, including fewer registered nurses, fewer medical social workers, and fewer clinicians.75
In addition to staffing differences, other research
suggests that patterns of care do differ among hospice providers with different ownership structures,
although, again, evidence of wide-spread adverse or
compromised patient care does not exist.76 However,
when adjustments are made for differences in patient
diagnosis, disability, gender, and other variables,
patients of for-profit hospices have been shown to
receive significantly fewer types of services than do
patients of nonprofit hospices, including continuous
home care and bereavement services. Due to the difficulties in assessing the relative value of specific services to individual patients, even these limited studies
fail to establish an overall diminished quality of care
at for-profit providers. However, these findings did
prompt one set of researchers to speculate regarding how differences in “origin” influence the hospice
endeavor:

One possible interpretation [for why for-profits
provide a narrower range of services when compared with nonprofit hospices] is that the different patterns of care are the result of the differing
origins of the for-profit and nonprofit hospice. The
traditional, nonprofit hospice emerged as a philosophy of care that emphasized psychosocial support,
spiritual care, the use of volunteers and family, and
symptom management. The for-profit hospices
that have emerged more recently, however, might
not be as strongly rooted in this traditional hospice
philosophy.77
To be clear, Carlson et al. are not suggesting that evidence exists of inferior care at for-profit hospice providers. Rather, these researchers are highlighting the
reality that a more commercialized, entrepreneurial
approach to hospice may privilege business practices
and financial responsibilities to investors in ways that
challenge their concomitant commitment to ethical
health services and duties to patients. Again, while the
financial bottom line driving for-profit hospice providers is the creation of profits, this pressure may not be
all that different from that facing the nonprofit hospice
provider attempting to bolster enough revenues not
only to keep the doors open, but also to expand services
and maintain competitive employee compensation.
The quote above by Carlson et al., however, reminds
us that business management principles focused on
increasing market share, reducing labor costs, and
creating economies of scale may become problematic
to the extent they threaten to compromise the death
experience of the patient, i.e., the “traditional hospice
philosophy.” To be sure, more data examining potentially negative correlations between business practices
and patient care are needed.

Conclusion
Charles F. von Gunten, editor-in-chief of the Journal
of Palliative Medicine, recently opined that perhaps
“there really is no difference in the care delivered by
hospices of differing tax status,” and therefore, on the
question of profit versus not-for-profit, he concluded:
“Who cares?”78 Von Gunten’s position was bolstered
by the recognition that current data defining quality and measuring outcomes in the realm of hospice
support neither the demonization nor the canonization of either ownership structure. To be sure, our
review of the literature confirms the necessity of more
sophisticated studies of business practices and patient
care throughout the hospice industry, with a keen
eye trained on how ethical issues are addressed when
they intersect with commercial interests and financial
incentives.
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The concerns raised in this article, particularly
regarding recruitment of patients and patterns of
patient care, are intended to highlight ethical conflicts
suggested by an increasingly commercialized health
services marketplace that is infused with large sums
of federal money accompanied by increased regulatory oversight. Yet, a number of questions suggest the
importance of continued research, deliberation, and
oversight in this area: Will the patient’s experience of
hospice services (as envisioned by Dame Saunders,
i.e., marked by a fundamentally altruistic system of
organization and governance) be compromised by the
practices of profit-driven competition and additional
costs associated with government regulation?79 What
non-financial costs may be borne by patients, their
family, and hospice providers if the hospice industry’s traditional emphasis on principles of community
welfare maximization cannot be reconciled to more
individual notions of profit maximization? How, in
ways that are not unnecessarily paternalistic, will the
hospice industry guard against the exploitation of an
unsuspecting population that is particularly vulnerable? The challenge for medical professionals, health
care businesspersons, academic researchers, policymakers, and government regulators going forward
will be to address these questions in a manner that
will preserve the spirit of hospice as it was originally
envisioned and as it has come to be understood, experienced, and relied upon by much of the public.
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ABSTRACT
Objective To compare quality of care in for-profit and notfor-profit nursing homes.
Design Systematic review and meta-analysis of
observational studies and randomised controlled trials
investigating quality of care in for-profit versus not-forprofit nursing homes.
Results A comprehensive search yielded 8827 citations,
of which 956 were judged appropriate for full text review.
Study characteristics and results of 82 articles that met
inclusion criteria were summarised, and results for the
four most frequently reported quality measures were
pooled. Included studies reported results dating from
1965 to 2003. In 40 studies, all statistically significant
comparisons (P<0.05) favoured not-for-profit facilities; in
three studies, all statistically significant comparisons
favoured for-profit facilities, and the remaining studies
had less consistent findings. Meta-analyses suggested
that not-for-profit facilities delivered higher quality care
than did for-profit facilities for two of the four most
frequently reported quality measures: more or higher
quality staffing (ratio of effect 1.11, 95% confidence
interval 1.07 to 1.14, P<0.001) and lower pressure ulcer
prevalence (odds ratio 0.91, 95% confidence interval
0.83 to 0.98, P=0.02). Non-significant results favouring
not-for-profit homes were found for the two other most
frequently used measures: physical restraint use (odds
ratio 0.93, 0.82 to 1.05, P=0.25) and fewer deficiencies in
governmental regulatory assessments (ratio of effect
0.90, 0.78 to 1.04, P=0.17).
Conclusions This systematic review and meta-analysis of
the evidence suggests that, on average, not-for-profit
nursing homes deliver higher quality care than do for-profit
nursing homes. Many factors may, however, influence this
relation in the case of individual institutions.
INTRODUCTION
Nursing homes provide long term housing, support,
and 24 hour nursing care for people who are unable
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to function independently. Conservative forecasts
from the European Union suggest that the need for
nursing home care will double in the next 40 years as
the population ages.1 Many nursing home residents are
bound to the routines, diets, and treatments prescribed
by the home where they reside. In addition, many of
them are unable to advocate for themselves because of
physical, medical, cognitive, or financial limitations.
Concerns about quality of care in nursing homes are
widespread among academic investigators,2-5 the lay
press,6-11 and policy makers.1 12 Whether a facility is
owned by a for-profit or a not-for-profit organisation
may affect structure, process, and outcome determinants of quality of care. In the United States, for example, two thirds of nursing homes are investor owned,
for-profit institutions; in the United Kingdom, more
than half of healthcare beds belong to independent
nursing homes for older people, most of which are
operated by for-profit institutions.13 The type of ownership of nursing homes in Europe varies; countries
with previously dominant public healthcare systems
(such as Poland) now seek privatisation.14 In Canada,
52% of nursing homes are in for-profit ownership, and
not-for-profit care is evenly split between charitable or
privately owned not-for-profit facilities and government or publicly owned not-for-profit facilities.15
Both for-profit and not-for-profit nursing homes may
have both public and private funding.
Several investigators have assessed the relation
between for-profit/not-for-profit status and quality of
care.16 If quality or appropriateness of care varies significantly by ownership, this should influence government policies related to regulatory assessments and the
use of public funds for nursing homes. The objective of
this systematic review and meta-analysis was to examine the quality of care in for-profit and not-for-profit
(privately and publicly owned) nursing homes to
enhance the evidence base for public policy. This
work is part of our series of systematic reviews
page 1 of 15
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Evaluation of quality of studies used in meta-analyses: appropriate and inappropriate
adjustments
Appropriate adjustments (0-5)
One point for each of:


Having an adjusted analysis



Adjusting for age



Adjusting for severity of illness (comorbidities)



Adjusting for presence or absence or severity of dementia



Adjusting for payment status of residents (government funded v privately funded)

Inappropriate adjustments (yes/no)
Yes for adjusting for potential quality of care measures (that is, elements used to assess
quality of care in a different study, such as pressure ulcer, restraint use, urinary
catheterisation, staffing, or regulatory agency citations)

comparing health outcomes, quality and appropriateness of care, and payment for care in for-profit and notfor-profit care delivery institutions.17-19
METHODS
Search strategy
We used a multimodal search strategy focused on 18
bibliographical databases, personal files, consultation
with experts, reviews of references of eligible articles,
and searches of PubMed (for related articles) and SciSearch (for articles citing key publications).
A medical librarian (NB) used medical subject heading terms and keywords from a preliminary search to
develop database search strategies. In each database,
the librarian used an iterative process to refine the
search strategy through testing several search terms
and incorporating new search terms as new relevant
citations were identified. The search included the following databases from inception to April 2006: Medline, Embase, HealthSTAR, CINAHL, Cochrane

Six strategies to identify articles
Citations identified in search and had titles and abstracts
screened (low threshold for selecting for full review) (n=8827)
Potentially eligible studies retrieved (n=956)
Masking of potentially eligible studies
(results obscured with black marker)
Masked studies assessed for eligibility (studies
reviewed in duplicate and consensus process used)
Studies identified for inclusion (n=82)
Data abstraction (duplicate extraction and consensus)
Contacting of authors
Data entry and analysis

Fig 1 | Flow chart of steps in systematic review
page 2 of 15

Database of Systematic Reviews, Database of
Abstracts of Reviews of Effects, Cochrane Central
Database of Controlled Trials, NHS Economic Evaluation Database, AgeLine, Web of Science, Proquest
Dissertations and Theses, ABI/INFORM Global, CB
CA Reference, EconLit, Proquest European Business,
PAIS International, and Worldwide Political Science
Abstracts. Search terms included nursing home specific terms (such as nursing homes, homes for the aged,
long-term care) combined with ownership terms (such
as proprietary, investor, for-profit, and competition).
The web appendix gives a complete description of
our database search strategies.
Study selection
Eligibility criteria
Our inclusion criteria were as follows: patients—those
residing in nursing homes in any jurisdiction; intervention—for-profit status of the institutions; comparator—not-for-profit status; and outcomes—measures of
quality of care in for-profit and not-for-profit nursing
homes.

Definition of quality of care
As described by the American Medical Association,
quality of care is “care that consistently contributes to
the improvement or maintenance of quality and/or
duration of life.”20 Quality of care was conceptualised
by Donebedian as having inter-related structure, process, and outcome components.21 Structure pertains to
resources used in care (such as staffing). Process refers
to action on the patient (such as use of restraint and
urethral catheterisation). Outcome indicators assess
the patient’s end result (such as pressure ulcers).
Many quality of care instruments have been proposed,
although none has been universally accepted.22 Consequently, we used measures that authors defined as
representing “quality of care” or “appropriateness of
care,” provided that they defined a priori what constituted “good” or “poor” quality of care. The most frequently used quality measures were as follows.
Number of staff per resident or level of training of staff—
The US Medicare/Medicaid nursing home regulations
emphasise the importance of this measure of
structure.23 Studies have consistently shown a positive
association between staffing and measures of both process and outcome quality.24-26
Physical restraints—Although use of physical
restraints can prevent patients from injuring themselves, restraints diminish a patient’s self esteem and
dignity. By restricting mobility, they lead to both physical deterioration and the formation of painful pressure ulcers.24 27 An Institute of Medicine report
emphasised use of restraints as an important process
measure.23
Pressure ulcers—The importance of this outcome
quality measure was also stressed by the Institute of
Medicine. Pressure ulcers are preventable and are
associated with pain and infection risk.23
Regulatory (government survey) deficiencies—Deficiency
citations by a regulatory body cover many aspects of
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Table 1 | Number of studies with quality of care comparisons favouring particular ownerships*: overall and staffing results
All statistically
significant
comparisons
favoured NFP

Most statistically
significant
comparisons
favoured NFP

Mixed
results or
direction
unclear

Most statistically
significant
comparisons
favoured FP

All statistically
significant
comparisons
favoured FP

Quality overall with any quality of 82 studies with data from 1965-2003
care measure (FP v NFP)
(1 from Australia, 5 from Canada, 1 from Taiwan,
74 from United States); 15 collected primary data,
and 1 supplemented primary data
with government survey data

40

2

37

0

3

Quality overall with any quality of 34 studies with data from 1965-2003 (1 from
care measure (FP v private NFP)
Australia, 1 from Canada, 38 from United States);
3 collected primary data, and 1 supplemented
primary data with government survey data

16

2

16

0

0

More, or more extensively
trained, staff

16

0

7

0

0

Quality of care measure

Summary of study characteristics

23 comparisons with data from 1965-2003
(2 from Canada, 21 from United States)

FP=for-profit; NFP=not-for-profit.
*Studies were classified into three categories: “all significant differences favour one ownership type” (at least one outcome with P<0.05 favoured either FP or NFP and all outcomes with
P<0.05 favoured the same ownership—that is, all favoured NFP or all favoured FP); “most, but not all, significant differences favoured one ownership type” (at least four quality measures
with P<0.05 and three times as many outcomes with P<0.05 favoured one ownership than favoured the other); “mixed results” (all other results).

nursing home care. Their strength lies in providing an
overall measure of quality. Considerable work has
gone into developing valid overall deficiency
measures.4
Definition of nursing home
In keeping with other definitions,28 we defined a nursing home as a home for elderly people in which most
residents require daily nursing care. We included all
long term care facilities that met this definition, including those studies that specifically evaluated “skilled
nursing facilities” and special care facilities such as
those for patients with Alzheimer’s disease.
Assessment of study eligibility
Teams of two reviewers independently screened the
titles and abstracts of all citations identified in our
search, and if either reviewer thought that a citation
might be eligible we retrieved the study for full text
review. Research personnel who were not involved in

the screening or data abstraction process masked the
study results from the text and tables of potentially eligible articles by using a black marker. Teams of two
reviewers independently evaluated each masked article to determine eligibility. All disagreements were
resolved by consensus, with discussions with the project lead (VRC) about eligibility criteria as required. In
the event of ambiguity about whether the outcome was
a measure of quality of care, we erred on the side of
being inclusive.
Data extraction and study quality evaluation

Multiple teams of two reviewers independently
abstracted data from included articles. We collected
data on geographical area, year, data source, unit of
measurement (number of residents or nursing homes),
and quality of care measure. We developed and applied
a 0-5 scale for evaluating appropriate adjustments and a
yes/no scale for inappropriate adjustments (box). We
explored whether appropriate and inappropriate

Table 2 | Number of studies with quality of care comparisons favouring particular ownerships: other results*
Favoured NFP
(P<0.05)

Non-significantly
favoured NFP

Direction
unclear

Non-significantly
favoured FP

Favoured FP
(P<0.05)

24 comparisons with data from 1984-2003
(1 from Canada, 23 from United States)

7

10

3

3

1

Lower physical restraint prevalence

21 comparisons with data from 1987-2003
(all from United States)

10

4

0

3

4

Fewer deficiencies on government surveys

19 comparisons with data from 1976-2003
(all from United States)

10

5

2

2

0

Lower urethral catheterisation prevalence

10 comparisons with data from 1984-2003
(all from United States)

4

2

3

0

1

Lower mortality

4 comparisons with data from 1984-99
(1 from Canada, 3 from United States)

1

2

1

0

0

Lower psychoactive drug use prevalence

4 comparisons with data from 1997-2003
(all from United States)

3

1

0

0

0

More feeding tubes

3 comparisons with data from 1990-9
(all from United States)

3

0

0

0

0

Lower hospital admission rate

3 comparisons with data from 1994-9
(1 from Canada, 2 from United States)

1

1

0

1

0

Quality of care measure

Summary of study characteristics

Lower pressure ulcer prevalence

FP=for-profit; NFP=not-for-profit.
*Single overall comparisons were made for each of pressure ulcer, physical restraint, and deficiency outcomes, rather than multiple comparisons being made within the same study.
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Table 3 | Characteristics of studies comparing private for-profit and private not-for-profit nursing home quality of care
Factors controlled or adjusted for
Place; year; data source*;
No of residents or nursing homes

Appropriate: age, severity of illness, severity of
dementia, and payment status adjustments

Inappropriate: quality measures used in
other studies; measures of intensity of care

Levey et al 1973w1

Massachusetts; 1965 and 1969; state public health
department; 129 homes in each year

Payment status

None

Cohen and Dubay
1990w2

United States; 1981; MMACS; 694 FP
and 235 private NFP homes

None
Severity of illness (long term care index of function),
dementia (% confused or disoriented), payment status (%
of Medicare patients in facility)

Elwell 1984w3

New York state; 1976; Residential Health Care Facilities
Report (NY); 258 FP and 130 private NFP homes

None
Severity of illness (ADLs), dementia (proportion of
residents with totally impaired alertness), payment status
(proportion of days paid for by Medicaid)

Lee 1984w4

Iowa; 1980-1; Iowa Department of Health;
254 FP
and 103 private NFP homes

Unadjusted analysis

Unadjusted analysis

Wiesbrod and
Schlesinger 1986w5

Wisconsin; 1976; State Division of Health; 220 FP
and 134 private NFP homes

Adjusted analysis but none of 4 selected appropriate
factors included

None

Lemke and Moos
1989w6

United States; year not listed; research nurses; 44 FP
and 44 private NFP homes

Unadjusted analysis

Unadjusted analysis

Pearson et al 1992w7 Australia; 1988-90; authors collected data; 120 FP
and 80 private NFP homes

Severity of illness (% of high need residents)

Staffing (% of nurses who were RNs)

Graber 1993w8

North Carolina; 1991; OSCAR; 167 FP
and 14 private NFP homes

Unadjusted analysis

Unadjusted analysis

Aaronson et al
1994w9

Pennsylvania; 1987; MMACS; 269 FP
and 180 private NFP homes

Varied by analysis: staffing—severity of illness (long term Varied by analysis: staffing—none; pressure
care index of resident function), payment status; pressure sores—restraint use; restraint use—RN to
sores—age (% aged ≥85), severity of illness (long term
resident ratio
care index of resident function), payment status; restraint
use—dementia (proportion of confused patients per 100
beds), payment status (Medicaid use rate)

Moseley 1994w10

Virginia; 1983-5; state medical assistance services using Age, severity of illness (ADLs), dementia
long-term care information system; 174 homes with 2362 (oriented/disoriented)
FP and 787 private NFP residents

Study

None

Sainfort et al 1995w11 Wisconsin; 1982; research teams; 44 FP
and 46 private NFP homes

Unadjusted analysis

Unadjusted analysis

Holmes 1996w12

Severity of illness (ADLs), payment status (% Medicaid
patient days), dementia (% of residents with cognitive
deficiencies)

None

Johnson-Pawlson and Maryland; 1991-2; OSCAR; 137 FP
Infeld 1996w13
and 55 private NFP homes

Severity of illness (ADLs), payment status
(% of residents covered by Medicare)

Staffing (RN and full time equivalent nurse
positions/patient)

Spector and Fortinsky Ohio; 1994; MDS; 843 homes
1998w14

Age, dementia (cognitive performance)

None

Spector et al 1998w15 United States; 1987; NMES; 1695 FP
and 535 private NFP homes

Age, dementia, payment status (Medicaid coverage %)

None

Hughes et al 2000w16 Continental United States; 1997; OSCAR; 10 666 FP
and 3342 private NFP homes

Dementia, payment status

Staffing (in facility model),
antidepressant drug use

Michigan; 1989; MMACS; 275 FP
and 60 private NFP homes

Troyer 2001w17

Florida; 1994-6; OSCAR; unclear

Payment status (private pay/Medicaid/Medicare funding) None

Chou 2002w18

United States; 1984-94; NLTCS; 1770 FP
and 1044 private NFP residents

Age, severity of illness (ADLs, before admission),
dementia (cognitive score on admission)

Harrington et al
2002w19

United States; 1997-8; OSCAR; 9009 FP
and 3789 private NFP homes

Severity of illness (ADLs), dementia (in secondary analysis None
only), payment status (% Medicaid residents)

Grabowski and Hirth
2003w20

United States; 1995; OSCAR; 11 174 FP
and 4688 private NFP homes

Severity of illness (ADLs), payment status

Berta et al 2004w21

Ontario; 1996-2002; RCFS; not clear

Unadjusted analysis

Unadjusted analysis

Grabowski and
Angelelli 2004w22

United States; 1998-2000; OSCAR and MDS; 9478 FP a
nd 3434 private NFP homes

Adjusted analysis but none of 4 selected appropriate
factors included

None

Grabowski and Castle United States; 1991-9; OSCAR; 18 432 homes, selecting
those with 5 consecutive yearly assessments with upper
2004w23
and lower quartile scores for each quality measure

Unadjusted analysis

Unadjusted analysis

Grabowski 2004w24

Continental United States; 1996; MEPS and OSCAR;
815 homes, with 1856 FP and 673 private NFP residents

Age, severity of illness (ADLs), dementia, payment status None

Grabowski et al
2004w25

United States; 1998-9; MDS and OSCAR; 15 128 homes
(13 819 for daily pain information, 13 169 for pressure
ulcer information, 13 859 for physical restraint
information)

Adjusted analysis but none of 4 selected appropriate
factors included

None

Konetzka et al
2004w26

United States; 1996-2000; OSCAR; 11 968 FP
and 5077 private NFP homes

Severity of illness (ADLs), dementia (% with),
payment status (% private pay)

None

Konetzkaet al
2004w27

United States; 1996; MEPS; 529 FP
and 192 private NFP residents

Severity of illness (ADL dependence), dementia (cognitive Staffing (RNs and LPNs/100 residents,
performance), payment status (payer source)
nursing assistants/100 residents
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Factors controlled or adjusted for
Appropriate: age, severity of illness, severity of
dementia, and payment status adjustments

Inappropriate: quality measures used in
other studies; measures of intensity of care

Study

Place; year; data source*;
No of residents or nursing homes

Lapane and Hughes
2004w28

Ohio; 1997 and 2000; MDS; 390 FP and 109 private NFP in Age, dementia, payment status (% of residents with
1997; 391 FP and 114 private NFP homes in 2000
Medicaid/Medicare)

None

Lapane and Hughes
2004w29

IL, MA, MS, NY, OH, and SD; 2000; MDS and OSCAR;
1560 FP and 494 private NFP homes

Age, dementia (cognitive functioning), payment status
(% of residents being paid for by Medicare/Medicaid)

Staffing (RN and LPN full time equivalents,
and nursing assistants per 100 beds)

Rantz et al 2004w30

Missouri; 2000-1; MDS and research nurses;
60 FP and 26 private NFP homes

Unadjusted analysis

Unadjusted analysis

Severity of illness (ADL score), payment status
(proportion Medicare funded)

None

Zhang and Grabowski United States; 1987—MMACS, 1993—OSCAR; 5092
facilities for matched analysis between the 2 years
2004w31
Akinci and
Krolikowski 2005w32

Northeastern Pennsylvania; 2000-2; OSCAR; 46 FP homes Unadjusted analysis
and 38 private NFP homes

Unadjusted analysis

Bardenheier et al
2005w33

United States; 1995, 1997, and 1999; NNHS;
1409 homes in 1995, 1488 in 1997, and 1423 in 1999

None

Zinn et al 2005w34

United States; 2002-3; MDS; 10 763 FP, 4802 private NFP, Adjusted analysis but none of 4 selected appropriate
994 public
factors included

Age, payment status (payment source)

None

ADLs=activities of daily living; LPN=licensed practical nurse; FP=for-profit; NFP=not-for-profit; RN=registered nurse.
*MDS (minimum data set): quarterly survey of residents in US Medicaid certified facilities (resident level quality assessed); MMACS (Medicare and Medicaid Automated Certification System)/
OSCAR (Online Survey, Certification and Reporting): facility level survey completed every 9-15 months for US Medicare/Medicaid certification (OSCAR replaced MMACS in 1991); MEPS
(Medical Expenditure Panel Survey): see NMES; NMES (National (US) Medical Expenditure Survey): survey of nationally representative sample of people in nursing and personal care homes
and facilities for mentally challenged people (collects information on health expenditures); NLTCS (National (US) Long Term Care Survey): survey of nationally representative sample of
elderly, disabled, Medicaid beneficiaries in community or institutional settings (tracks expenditures, family caregiving, and Medicaid service use); NNHS (National (US) Nursing Home
Survey): survey of nationwide sample of nursing homes conducted by the National Center for Health Statistics (includes non-Medicare/Medicaid facilities; tracks service use and costs);
OSCAR: see MMACS; RCFS (Residential Care Facilities Survey): Statistics Canada census of residential care facilities.

adjustment explained heterogeneity. Disagreements
were resolved by consensus, with consultation of a
third investigator when resolution could not be
achieved.
Statistical analysis
Many studies had for-profit versus not-for-profit comparisons including multiple measures of quality of
care. When summarising results, we classified studies
into three categories. (1) “All statistically significant differences favoured one ownership type”—studies fulfilled two requirements: at least one outcome with
P<0.05 favoured either for-profit or not-for-profit and
all outcomes with P<0.05 favoured the same funding
structure (that is, all favour not-for-profit or all favour
for-profit). (2) “Most but not all significant differences
favoured one ownership type”—studies fulfilled two
requirements: at least four quality measures had
P<0.05 and three times as many outcomes with
P<0.05 favour one ownership as favour the other. (3)
“Mixed results”—all other results.
We pooled outcomes by using random effects models separately for the most frequently used quality of
care measures: number of staff or level of training of
staff, pressure ulcers, physical restraints, and regulatory (government survey) deficiencies. We considered
P<0.05 to be statistically significant.
We used prevalence, rather than incidence, in
reporting physical restraint use and pressure ulcers
based on authors’ reporting of study outcomes. We
report the odds ratios and 95% confidence intervals
for these outcomes. When necessary, we converted
other effect measures to odds ratios by using available
data. For example, if the study reported a relative risk
(RR) and the event proportion in for-profit nursing
homes (Pfp), the odds ratios was calculated as (RR×
(1−Pfp))/(1−Pfp×RR). Similarly, when the studies
BMJ | ONLINE FIRST | bmj.com

presented a β coefficient (an adjusted result representing difference in event proportions in for-profit and
not-for-profit nursing homes, Pfp−Pnfp), if the event
proportion (Pc) in the study population and sample
sizes (Nfp and Nnfp) of the nursing homes in for-profit
and not-for-profit were provided, solving the following
two equations for Pnfp and Pfp, we computed the odds
ratio: Pfp−Pnfp=β and (Pfp×Nfp+Pnfp×Nnfp)/(Nfp+Nnfp)
=Pc. For the outcomes of deficiencies and staffing, we
used the ratio of the effect from not-for-profit to forprofit nursing homes in pooling studies.
We avoided repetition of data on the same resident
from different studies by preferentially using data from
the larger dataset when necessary. One author (GHG)
made these decisions by using blinded copies of articles while unaware of study outcomes. We requested
supplemental data when available data was insufficient
for analysis. We evaluated heterogeneity with both a χ2
test and the I2 statistic, interpreting a low I2 as 25% or
lower and a high I2 as 75% or higher.29 We examined
funnel plots for evidence of publication bias. We
applied a univariate meta-regression random effects
model to each pooled outcome to evaluate potential
sources of heterogeneity.
Hypotheses to explain heterogeneity
Our a priori hypotheses for sources of potential heterogeneity included analysis of privately owned and publicly owned nursing facilities in the same category,
appropriate and inappropriate adjustments, the year
of data collection, geography and political environment, and primary compared with secondary data collection. We did univariate meta-regression for each
potential cause of heterogeneity. We present subgroup
results if the likelihood of the differences between subgroups being due to chance was P<0.10. Our a priori
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Table 4 | Quality of care measures and outcomes of studies comparing private for-profit and private not-for-profit nursing homes (favoured directions
represent those with higher quality care)
Study

Quality measure

Levey et al 1973w1

Dietary options; doctor’s order book showing activity; nursing kardex showing
Mixed results: not significant for all measures (direction not noted)
activity; activities for patients’ availability (religious, recreation); patients’ records
being complete; personal care availability; physical plant utilities; restorative
services availability; staffing—No of nursing shifts not covered per week, licensed
nursing hours, total nursing hours

Outcome

Cohen and Dubay
1990w2

Staffing: RNs, LPNs per bed

Mixed results: non-significantly favoured private NFP

Elwell 1984w3

Multi-bed rooms (proportion of patients in them); staffing—allied health hours/
resident/day, nursing hours/resident/day, physician hours/resident/week, RN
hours/resident/day

Most significant comparisons favoured private NFP: having fewer multi-bed rooms
favoured FP (P<0.001); all other measures favoured private NFP (P<0.025)

Lee 1984w4

Nursing and personal care delivery index (by inspection and resident interviews
on 17 items); quarterly care review completion; residents’ satisfaction by
interview; room conditions ratings by inspection; staffing—staff/resident ratio

Mixed results: resident satisfaction by interview and room conditions by
inspection favoured FP (P<0.05); favoured private NFP for quarterly care review
completion and staffing; non-significantly favoured private NFP for nursing and
personal care delivery (P=0.077)

Wiesbrod and
Schlesinger 1986w5

Deficiencies in Wisconsin licensing survey

Mixed results: non-significantly favoured private NFP for church owned homes;
non-significantly favoured FP for non-church owned (P<0.1)

Lemke and Moos
1989w6

Service availability; staff richness; staffing—No of full time equivalent staff
members/resident; subjective comfort; subjective control; subjective rapport;
subjective resident autonomy; subjective security

All significant (P<0.05) comparisons favoured private NFP: only significant
difference was for subjective rapport, which favoured private NFP; private NFP also
offered more comfortable physical environment and more health services

Pearson et al 1992w7 Freedom of choice; healthcare treatment; home-like environment; privacy and
dignity; social independence; variety of experience

All significant (P<0.05) comparisons favoured private NFP: non-significantly
favoured private NFP for having healthcare treatment, privacy, and dignity;
favoured private NFP for all others

Graber 1993w8

Deficiencies in OSCAR; ombudsman office complaints

All significant (P<0.05) comparisons favoured private NFP: non-significantly
favoured private NFP overall; non-significantly favoured private NFP for
deficiencies, but significantly favoured private NFP for complaints (P<0.01)

Aaronson et al
1994w9

Pressure ulcer prevalence; restraint use prevalence; staffing—RNs, LPNs, and
aides per 100 beds

Mixed results: favoured FP for pressure ulcer (P<0.05); favoured private NFP for
staffing (P<0.05); non-significantly favoured private NFP for restraint use

Moseley 1994w10

Composite measure of inappropriate care (underprovision of routine medical
care, skilled nursing care, and physical therapy or overprovision of psychotropic
drugs, physical restraints, or urinary catheterisation); functional improvement
over 9 months

All significant (P<0.05) comparisons favoured private NFP: favoured private NFP
(P<0.001) for composite measure; non-significantly favoured private NFP for
functional improvement

Sainfort et al 1995w11 Outcome based quality such as grooming, mood, awareness of condition,
Mixed results: non-significantly favoured private NFP for outcome measures;
physical condition, promotion of family ties, continuity of lifestyle; process based difference not stated for process measures
quality such as plan of care, medical records, planning and evaluation,
admission/transfer, residents’ influence, staff’s attitudes to residents, staff
communication, communication between residents, variety/adequacy of
activities, match of residents to activities, volunteer programme, meal variety/
presentation, nutrition/diet
Holmes 1996w12

Deficiencies in MMACS per facility

Favoured private NFP (P value not stated)

Johnson-Pawlson and Deficiencies in Long-Term Care Survey
Infeld 1996w13

Non-significantly favoured private NFP

Spector and Fortinsky Pressure ulcer prevalence
1998w14

Non-significantly favoured private NFP

Spector et al 1998w15 Functional disability at year end; hospital admission incidence; infection
prevalence; mortality during 1987; pressure ulcer prevalence

All significant (P<0.05) comparisons favoured private NFP: non-significantly
favoured FP for functional disability and hospital admission incidence; nonsignificantly favoured private NFP for pressure ulcer prevalence; favoured private
NFP for infection prevalence (P<0.05); non-significantly favoured private NFP for
mortality (P<0.1)

Hughes et al 2000w16 Psychotropic drug use (use is poorer quality than no use); deficiencies in OSCAR Favoured private NFP (for all measures) (P<0.001)
per resident day; staffing—No of RN hours/day, total No of nursing hours per
patient day
Troyer 2001w17

Deficiencies in OSCAR per resident day

Favoured private NFP (P<0.05)

Chou 2002w18

Mortality; prevalence of dehydration, pressure ulcers, and urinary tract infection

Mixed results: non-significantly favoured private NFP for all measures except
pressure ulcer prevalence, which non-significantly favoured FP

Harrington et al
2002w19

Deficiencies in OSCAR (quality care)*; staffing—(RN + LVN/LPN hours)/resident
day and nursing assistant hours/resident day

Favoured private NFP for all three measures

Grabowski and Hirth
2003w20

Most significant comparisons favoured private NFP: favoured private NFP (P<0.01)
Prevalence of feeding tube, pressure ulcers, restraint use, and urinary
catheterisation; staffing—proportion of total staff who are RNs, total nurse staff/ for all measures except urinary catheterisation prevalence, which favoured FP
(P<0.01)
resident/day

Berta et al 2004w21

Staffing—RN + nursing assistant hours/resident/day, other direct care staff
hours/resident/day

Favoured private NFP (P<0.05) in comparison of FP and (private NFP + public + FP)
for all measures

Grabowski and
Angelelli 2004w22

Pain reported by residents; pressure ulcer prevalence; restraint use prevalence

Mixed results: favoured FP (P<0.05) for pain reported by residents and restraint use
prevalence; favoured private NFP for pressure ulcer prevalence

Grabowski and Castle Prevalence of feeding tube, pressure ulcers, restraint use, and urinary
2004w23
catheterisation

Mixed results: favoured private NFP (P<0.001) for consistently poor quality homes
for each measure; favoured FP (P<0.001) for consistently good quality homes for
each quality measure

Grabowski 2004w24

Non-significantly favoured FP

Deficiencies in health/quality of care in OSCAR
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Study

Quality measure

Outcome

Grabowski et al
2004w25

Pressure ulcer prevalence

Favoured private NFP (P<0.05)

Konetzka et al
2004w26

Deficiencies in OSCAR; staffing—nursing assistant hours/resident day, RN hours/ All significant (P<0.05) comparisons favoured private NFP
resident day, RN + LPN hours/resident day

Konetzka et al
2004w27

Transfer to hospital rate for patients with pneumonia

Favoured private NFP (P<0.01)

Lapane and Hughes
2004w28

Depression treatment prevalence—assessed by antidepressant use and
specifically by SSRI use

Non-significantly favoured FP for both measures

Lapane and Hughes
2004w29

Depression treatment prevalence—assessed by antidepressant use and
specifically by use of antidepressants other than tricyclic antidepressants

All significant (P<0.05) comparisons favoured private NFP: favoured private NFP
(P<0.05) for antidepressant use, and non-significantly favoured private NFP for not
using tricyclic antidepressants

Rantz et al 2004w30

Performance on MDS quality indicators, confirmed by research nurses

Non-significantly favoured private NFP

Zhang and Grabowski Prevalence of pressure ulcers, restraint use, and urinary catheterisation
2004w31

All significant (P<0.05) comparisons favoured private NFP: favoured private NFP for
all measures (P<0.001) except restraint use prevalence, which non-significantly
favoured private NFP

Akinci and
Krolikowski 2005w32

Deficiencies in quality of care in Pennsylvania database; staffing—certified
nursing assistant hours/day, LPN/LVN hours/day, RN hours/day, total staff
hours/day

All significant (P<0.05) comparisons favoured private NFP: non-significantly
favoured private NFP (P<0.05) for deficiencies, certified nursing assistant hours,
and LPN/LVN hours; favoured private NFP for RN hours and total staff hours

Bardenheier et al
2005w33

Vaccination for pneumococcus (% of homes)

Non-significantly favoured private NFP

Zinn et al 2005w34

Prevalence of infection, pain, pressure ulcers, pressure ulcers adjusted for facility Mixed results: favoured private NFP (P<0.1) for all measures except pain
admission profile or loss of ADLs, and restraint use
prevalence, which favoured FP (P<0.01)

ADLs=activities of daily living; FP=for profit; LPN=licensed practical nurse; LVN=licensed vocational nurse; MDS=minimum data set survey; NFP=not for profit; OSCAR=Online Survey
Certification and Reporting; RN=registered nurse; SSRI=selective serotonin reuptake inhibitor.
*Related to resident assessment, quality of nursing services, dietary services, physician services, rehabilitative services, dental services, pharmacy services, and infection control.

hypotheses to explain heterogeneity are detailed
below.
Analysing privately and publicly-owned not-for-profit
facilities in the same category—We hypothesised that privately owned not-for-profit facilities may deliver
superior care compared with publicly owned facilities,
and thus comparisons between not-for-profit and forprofit facilities may yield different results if publicly
owned facilities are included, as seen in previous
studies.19 We decided, a priori, to present the result of
a for-profit versus privately owned not-for-profit metaanalysis separately from a for-profit versus not-forprofit meta-analysis regardless of whether privately
or publicly owned not-for-profit status explained heterogeneity of the pooled estimate.
Extent of appropriate and inappropriate adjustment—We
have defined concepts of appropriate and inappropriate adjustment in the data extraction section above. We
compared studies with above median scores against
those with scores below the median for assessment of
appropriateness. Similarly, we compared studies with
inappropriate adjustment against those without inappropriate adjustment, excluding studies that did not
have an adjusted analysis.
Year of data collection—Legislation on quality of care
in nursing homes was introduced in the United States
under the Federal Nursing Home Reform Act (part of
Omnibus Budget Reconciliation, 1987). Most of the
studies we reviewed were from the United States. As
a result, we compared data collected before and during
1987 versus after 1987.
Geography—We compared data collected inside and
outside the United States, as geography and political
environment are potential sources of heterogeneity.
BMJ | ONLINE FIRST | bmj.com

Primary versus secondary data collection—We compared
data acquired by primary (direct) data collection with
those acquired by secondary (administrative agency)
data collection.
RESULTS
Of the 8827 articles screened, we selected 956 for
blinded full text review. Figure 1 details the steps in
this review. Our agreement on the eligibility of studies
was very good (κ=0.73 on the basis of two questions:
does the study evaluate nursing homes, and does the
study compare quality of care in for-profit and not-forprofit facilities?). Disagreements stemmed from
implied but not stated definitions in the articles regarding good and poor quality and implied but not stated
quality of care measures. We requested supplementary
data from 36 authors; 25 responded, of whom three did
new analyses in response to our queries.
We found 82 studies, spanning 1965 to 2003, comparing for-profit and not-for-profit nursing homes.w1w82
We found 40 studies in which all statistically significant analyses (P<0.05) favoured not-for-profit homes
and three in which all statistically significant analyses
favoured for-profit homes. Similarly, 34 studies compared for-profit and privately owned not-for-profit
nursing homes. In 16 of these, all statistically significant comparisons favoured higher quality in privately
owned not-for-profit homes; none had all statistically
significant analyses favouring higher quality in forprofit homes.
Tables 1 and 2 present a summary of the characteristics and outcomes of all studies included in this review
and summarise the results of comparisons for quality
measures evaluated by three or more studies. Tables 3
and 4 present the detailed study characteristics and
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Table 5 | Characteristics of studies comparing for-profit and not-for-profit nursing home quality of care (public and private NFP homes)
Factors controlled or adjusted for
Place; year; data source*; No of residents
or nursing homes

Appropriate: age, severity of illness, severity of
dementia, and payment status adjustments

Inappropriate: quality measures used in other studies;
measures of intensity of care

Winn 1974w35

Washington state; 1971; mailed questionnaire to
administrators; 24 FP, 24 NFP

Unadjusted analysis

Unadjusted analysis

Riporttella-Muller
and Slesinger
1982w36

Wisconsin; July 1977-June 1978; Wisconsin Department Adjusted analysis but none of 4 selected appropriate
factors included
of Health and Wisconsin Nursing Homes Ombudsman
Program; 462 homes

Nyman 1984w37

Wisconsin; 1978-9; 1979 Wisconsin Nursing Home
Survey, Quality Assurance Project Pre-test, and CostQuality Study dataset; 88 cases of nursing home
violations (No of nursing homes not indicated)

Payment source; severity of illness (need for
intermediate, personal, or residential care by payment
source)

None

Brunetti et al
1990w38

North Carolina; 1987; surveys to nursing home
administrators; 236 nursing homes (164 FP, 40 NFP)

Certification (Medicare only, Medicaid only, or Medicare
and Medicaid)

None

Munroe 1990w39

Illness severity (ADLs/IADLs); payment status
California; 3 December 1985 to 30 December 1986;
Office of Statewide Health Planning and Development of
California; 455 homes

Proportions of residents with catheters and decubiti; ratio
of RN to LVN hours per resident day

Cherry 1991w40

Missouri; 1984; Missouri State Board of Health; 134
homes

RN, LPN, aide hours per resident

Kanda and Mezey
1991w41

Pennsylvania; 1980, 1982, 1985, 1987; Long Term Care Age of residents (in RN staffing comparison, when each
Facilities Survey conducted by State Health Data Center, year was analysed separately)
Pennsylvania Department of Health; 407 homes for
1980, 395 for 1982, 395 for 1985, 461 for 1987

Cherry 1993w42

Missouri; 1984; Missouri Division of Aging Routine
Inspections and Missouri State Board of Health; 210
nursing homes

Study

Payment status

None

None

Adjusted analysis but none of 4 selected appropriate
factors included

Nurse ratio

Zinn et al 1993w43 Pennsylvania; 1987; MMACS, Pennsylvania Long Term
Care Facility Questionnaire; 438 homes

Payment status

RNs per resident

Zinn 1993w44

% private pay; % confused; % Medicare; functional
severity index

RN, LPN, aide staffing; rate of catheter use, restraint use,
and tube feeding

46 continental US states; 1987; AHCA and MMACS;
approximately 14 000 homes

Graber and Sloane North Carolina; 1991; OSCAR, North Carolina Division of Illness severity (% intubated patients, facility disability
1995w45
Medical Assistance, Office of State Health Planning; 195 level, % with incontinent residents)
homes

RN ratio; LVN/nursing assistant ratio; % of residents on
psychotropic drugs

Christensen and
Beaver 1996w46

Unadjusted analysis

Unadjusted analysis

Mukamel 1997w47 New York (excluding New York City); 1986-90; New York Unadjusted analysis
State Department of Health; approximately 550 homes,
42.3% of residents in proprietary homes, 39.9% of
residents in voluntary NFP homes, 17.8% in public homes

Unadjusted analysis

Oregon; 1991-4; Oregon Board of Examiners of Nursing
Home Administrators and State surveyors reports; 147
nursing homes (37 NFP or government and 110 FP)

Anderson et al
1998w48

Texas; 1990; Texas Medicare Nursing Facility Cost
Reports and Client Assessment, Review, and Evaluation
form; 494 nursing homes

% of private pay

RN, LPN, aide staffing

Bliesmer et al
1998w49

Minnesota; 1988-91; Minnesota Department of Human
Services Long-Term Care Division facility profiles and
assessments of residents by RNs; 4103 residents in
1988, 4676 residents in 1989, and 4672 residents in
1990

Age

Compliance with regulations

Castle and Fogel
1998w50

United States; 1995; OSCAR, ARF; 15 074 homes

Illness severity (ADLs, incontinent bladder/bowel);
payment status

Psychotropic drug use; staffing (high/medium/low RNs,
LPNs, nursing assistants per resident)

Anderson and
Lawhorne
1999w51

Advance care directive prevalence; feeding tube
prevalence; drug errors noted on survey; pressure ulcer
prevalence; restraint use prevalence; staffing—direct
care hours per resident per day; urinary catheterisation
prevalence

All significant (P<0.05) comparisons favoured NFP: nonsignificantly favoured NFP for drug errors, nonsignificantly favoured FP for restraint use prevalence;
favoured NFP for all other comparisons

None

Bravo et al
1999w52

Eastern townships of Quebec (Canada); 1996; resident
interviews; 301 residents from 88 nursing homes

Age; cognitive functioning (MMMS score); functional
autonomy (SMAF score)

Staff to resident ratio

Castle 1999w53

Age; ADLs; severity of illness; severity of dementia;
CA, CT, IA, MD, MA, OH OR, TN, TX, and VA: 1990 and
1993, Resident Assessment Instrument and OSCAR; 268 payment status
facilities (90% in each cohort FP)

Staffing levels

Ballou 2000w54

Wisconsin; 1987-95; Wisconsin Centre for Health
Statistics and Wisconsin Bureau of Quality Assurance

Unadjusted analysis

Unadjusted analysis

Castle 2000w55

United States; 1997; OSCAR; 17 024 homes

Dementia; ADLs

Staffing (RNs, LPNs, nurse aides, specialists per resident
and nurse aide training); pressure ulcer incidence; urinary
catheterisation; use of psychoactive drugs

Castle 2000w56

United States; 1992 and 1997; OSCAR; 15 455 homes in ADLs; payment status
1992; 16 533 homes in 1997

Staffing (RNs, LPNs, nurse aides, rehabilitation assistants
per 100 beds); antipsychotic drug use; residents with
psychiatric problems

Castle 2001w57

United States; 1999; OSCAR; 420 nursing facilities and
OSCAR 1999 (~16 000 homes)

ADLs; dementia; payment status

Catheterisation; psychoactive drug use; physical restraint
use; pressure ulcers; psychological disorders

Castle 2001w58

United States; 1997; OSCAR; 16 871 homes

Age; ADLs

None
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Factors controlled or adjusted for
Place; year; data source*; No of residents
or nursing homes

Appropriate: age, severity of illness, severity of
dementia, and payment status adjustments

Inappropriate: quality measures used in other studies;
measures of intensity of care

Castle 2001w59

United States; 1992-7 and 1999; OSCAR (1992-7); 13
162 nursing homes

ADLs; private pay occupancy

Nurse staffing

Dubois et al
2001w60

Eastern townships of Quebec (Canada); 1996; resident
interviews; 88 nursing homes

Age

Staff to resident ratio; percentages of professionals
among staff

Keith 2001w61

A “Midwestern state”; 2 year period (year not specified); Adjusted analysis but none of 4 selected appropriate
primary mail questionnaire and Area Agencies on Aging; factors included
questionnaire data from 633 volunteers and 1886
records

None

O’Neill et al
2001w62

United States; 1999; OSCAR; 1098 homes

ADLs; dementia

Staffing (administration, medical director, RNs and LPNs,
nurse aides per 10 residents)

Castle 2002w63

United States; 1996-9; OSCAR; 14 042 homes

ADLs; payment status

Psychiatric problems

Lee et al 2002w64

Taiwan; 1999; Quality Assessment Index; 28 homes (12 Adjusted analysis but none of 4 selected appropriate
chain/FP, 12 independent/FP, and 4 NFP)
factors included

Study

Ratio of nurses to average number of daily residents

Allen et al 2003w65 Connecticut; 1998-2000; Connecticut Ombudsman
Reporting System; 3443 complaints combined with
related data from state’s 261 nursing homes

Medicaid percentage

Nurse/resident ratio

Allen et al 2003w66 Connecticut; 1998-2000; Long-Term Care Ombudsman
Program complaint data; 3360 complaints from 261
nursing homes

Medicaid occupancy

Staffing (full time employee ratio of RNs, LPNs, and
certified nursing assistants to total number of beds/
facility)

Anderson et al
2003w67

Texas; date of survey administration not provided
(secondary data from 1995); survey data from nursing
home staff and 1995 Texas MDS; 164 nursing homes

Adjusted analysis but none of 4 selected appropriate
factors included

None

Castle and
Banaszak-Holl
2003w68

United States; 1999; OSCAR; 15 834 homes

Dementia; severity of illness (ADLs)

None

Harrington and
Swan 2003w69

California; 1999; state cost reports; 1155 homes

Payment status

None

WeechMaldonado et al
2003w70

NY, KS, VT, ME, and SD; 1996; Health Care Financing
Administration Investment Analyst Nursing Home
Database (MDS+, OSCAR)

Adjusted analysis but none of 4 selected appropriate
factors included

None

Baumgarten et al
2004w71

Maryland; 1992-5; interviews with significant others or
MDS+; 59 homes (1938 residents)

Unadjusted analysis

Unadjusted analysis

Lau et al 2004w72

United States; 1996; MEPS NHC, 3372 residents

Age; Medicaid coverage; mental status; ADL limitations

RN to non-RN ratio; RN to resident ratio; influenza
vaccination percentage

Castle and
Engberg 2005w73

MO, TX, CT, and NJ; 2003; primary data on staff turnover Illness severity (ADLs, incontinent bladder/bowel);
dementia
from mailed survey, OSCAR for remaining information;
526 homes

Chesteen et al
2005w74

Utah; 1999; survey of certified nursing assistants, Utah
Medicare/Medicaid certification program, and
operational data reported to the state of Utah; 890
certified nursing assistants at 42 nursing homes

% Medicaid

None

Gruber-Baldini et
al 2005w75

4 US states; year of data acquisition unclear; survey of
resident care supervisors; 347 residents with dementia
in 10 homes and 35 residential care/assisted living
facilities

Cognitive status

% of supervisory staff trained; % of direct care providers
trained

Intrator et al
2005w76

Residents not paid for by Medicare or Medicaid (%),
United States (minus Alaska, District of Columbia,
Medicare residents (%)
Hawaii, and Puerto Rico); 1993 to 2002; OSCAR and
recent survey done by authors; 137 190 surveys from 17
635 distinct nursing facilities

Total nurse hours per patient day>4.55

McGregor et al
2005w77

British Columbia; 2001; British Columbia Labour
Relations Board; 167 homes

Severity of illness (levels of care)

None

Starkey et al
2005w78

NY, ME, VT, and SD; 1996; MDS+, OSCAR; 1121 homes

Payment status

None

Stevenson
2005w79

Massachusetts; 1998-2002; nursing home complaints
received by Massachusetts DPH, OSCAR, and MDS QI;
539 nursing homes

ADLs

Survey deficiencies; staffing (nurse, aide); indwelling
catheter; pressure sores

White 2005w80

United States; 1997, 2001; OSCAR; ~10 000 homes in
each year (unclear from article)

Payment status

None

Williams et al
2005w81

4 US states; year of data acquisition unclear; primary
survey of resident care supervisors; 331 residents with
dementia in 10 homes and 35 residential care/assisted
living facilities

Cognitive status

Staffing

McGregor et al
2006w82

British Columbia; 1 April-1 August 1999; British
Columbia Linked Health Database; 43 065 residents

None for crude analysis

None for crude analysis

Staffing (full time equivalent RNs, LPNs, nursing
assistants/100 beds)

ADLs=activities of daily living; DON=director of nursing; FP=for profit; IADLs=instrumental activities of daily living; LPN=licensed practical nurse; LVN= licensed vocational nurse;
MMMS=modified mini-mental state examination; NFP=not for profit; RN=registered nurse; SMAF=functional autonomy measurement system.
*AHCA=American Health Care Association; ARF=Area Resource File; DPH=Department of Public Health; HCFA=Health Care Financing Administration; SAGE=Systematic Assessment of Geriatric
Drug Use via Epidemiology; see table 3 for others.
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Table 6 | Quality of care measures and outcomes of studies comparing for-profit and not-for-profit nursing homes (public and private NFP homes): favoured
directions represent those with higher quality care
Study

Quality measure

Outcome

Winn, 1974w35

Staffing—No of equivalent hours per patient day (1 RN hour=1 h; other employees’
hours in proportion to 1 as their salary is to that of an RN), aide/orderly hours per
patient day, LPN hours per patient day
RN hours per patient day, total nursing care hours per patient day

Non-significantly favoured NFP for all comparisons

Riporttella-Mullerand Complaints to Wisconsin Nursing Homes Ombudsman Program; deficiencies in
Slesinger 1982w36
Wisconsin Office of Quality Compliance survey

All significant (P<0.05) comparisons favoured NFP: favoured NFP (P<0.001) for
complaints; not significant (direction unclear) for deficiencies

Nyman 1984w37

All significant (P<0.05) comparisons favoured FP: for violations, one model
significantly favoured FP (P<0.05) and the other non-significantly favoured FP;
for the composite variable, non-significantly favoured FP and NFP in two
different models

No of Medicaid violations weighted by severity in 1979, and composite variable for
Wisconsin’s Quality Assurance Project; each quality measure examined with 2
models

Brunetti et al 1990w38 Cardiopulmonary resuscitation policy prevalence and quality of policy compared with Mixed results: presence of policy, non-significantly favoured FP; quality of
10 model criteria
policy, difference not noted
Munroe 1990w39

Deficiencies at California state licensing “276 health deficiencies,” assessed for
licensing (state) and certification (Medicare and Medicaid); staffing (turnover)

All significant (P<0.05) comparisons favoured NFP: non-significantly favoured
FP for deficiencies; favoured NFP for staffing (P<0.001)

Cherry 1991w40

Aggregate measure of staffing hours, pressure ulcer prevalence, urethral
catheterisation, urinary tract infections/resident, and antibiotic use (poorly
explained)

Non-significantly favoured NFP (only one aggregate outcome reported)

Kanda and Mezey
1991w41

Staffing: RN staffing—No of full time RNs/100 beds, No of part time RNs/100 beds,
total No of nursing staff/100 beds, proportion of part time and full time RNs to total
nursing staff

All significant (P<0.05) comparisons favoured NFP: favoured NFP for part time
RNs/100 beds (P<0.001), total nursing staff/100 beds (P<0.001); nonsignificantly favoured NFP for full time RNs/100 beds, proportion of full time
and part time RNs to total nursing staff

Cherry 1993w42

Poor nursing care (composed of four items) and non-compliance (defined as
infraction in any of eight federally established categories of inspection)

All significant (P<0.05) comparisons favoured NFP; FP showed non-significantly
more poor care and significantly greater non-compliance (P<0.01)

Zinn et al 1993w43

Mortality—deaths per 100 residents; prevalence of pressure ulcers, restraint use,
and urethral catheterisation

Non-significantly favoured NFP for all measures

Zinn 1993w44

Staffing (RNs per resident, LPNs per resident, NAs per resident); catheter use rate;
restraint use rate; tube fed rate; % not toileted

Mixed results: FP significantly associated with fewer RNs per resident, more
LPNs per resident, higher catheter use rate, higher restraint use rate, and
higher % not toileted; FP non-significantly associated with more NAs per
resident and higher tube fed rate

Graber and Sloane
1995w45

Restraint use prevalence at 1991 North Carolina Annual Survey

Non-significantly favoured NFP

Christensen and
Beaver 1996w46

Surveys of health and safety deficiencies and life safety code deficiencies

Significantly favoured NFP (P<0.005), meaning FP had more deficiencies

Mukamel 1997w47

Deterioration of decubitus ulcers; physical restraint use prevalence; dehydration
rates; deterioration in ADLs

Mixed results: FP associated with worse outcomes for deterioration in
decubitus ulcers (P=0.004) and physical restraints (P=0.0001) and better
outcomes for dehydration rates (P=0.0001); no significant difference for
accident rates and No of deficiencies

Anderson et al
1998w48

Average resident outcomes concerning verbal/physical aggression; other disruptive
behaviour; geriatric-chair, wrist-mitten or vest-belt restraints; contracture; pressure
ulcer; dehydration; urinary tract infection; fracture within preceding 3 months; and
percentage improvements in resident outcomes between two time points

Not significant (direction not noted)

Bliesmer et al
1998w49

Change in total dependence score (TDS) based on sum of eight ADLs: dressing,
grooming, bathing, eating, bed mobility, transferring, walking and toileting

Mixed results: when deaths and discharges were excluded from the TDS
scores, ownership status was no longer significant; FP status was significantly
associated with higher chances of discharge in 2 of the 3 years examined
(1990 (P<0.001) and 1991 (P<0.01)); NFP status was significantly associated
with higher chances of death in 2 of the 3 years examined (1990 and 1991,
P<0.001 for both)

Castle and Fogel
1998w50

Restraint use prevalence

Significantly favoured FP (P<0.001)

Anderson and
Lawhorne 1999w51

Advance care directive prevalence; feeding tube prevalence; drug errors noted on
survey; pressure ulcer prevalence; restraint use prevalence; staffing—direct care
hours per resident per day; urinary catheterisation prevalence

All significant (P<0.05) comparisons favoured NFP: non-significantly favoured
NFP for drug errors, non-significantly favoured FP for restraint use prevalence;
favoured NFP for all other comparisons

Bravo et al 1999w52

QUALCARE scale*

Not significant (direction not noted)

Castle 1999w53

Psychoactive drug use prevalence

Non-significantly favoured FP

Ballou 2000w54

Deficiencies (federal violations—definition unclear); staffing—RNs + LPNs per bed,
total nursing staff per bed

Favoured NFP (unclear if significant)

Castle 2000w55

Restraint use (changes with legislation)

Mixed results: favoured NFP (P<0.001) for not increasing restraint use with
legislation; favoured FP (P<0.05) for decreasing restraint use with legislation

Castle 2000w56

Restraint use citations

Favoured NFP (P<0.05)

Castle 2001w57

Deficiencies in OSCAR† for 19 quality of care items; prevalence of pressure ulcers,
psychoactive drug use, restraint use, and urethral catheterisation

All significant (P<0.05) comparisons favoured NFP; favoured NFP for
deficiencies, psychoactive drug use, restraint use prevalence; not significant
(direction unclear) for deficiencies, urethral catheterisation

Castle 2001w58

Deficiency citations in OSCAR, subdivided into provision of appropriate services,
training provisions and resident assessments

Favoured NFP (P<0.001)

Castle 2001w59

Early adoptors of innovation (as measured through 13 special care units or subacute Non-significantly favoured FP
services)

page 10 of 15

BMJ | ONLINE FIRST | bmj.com

231

RESEARCH

Study

Quality measure

Outcome

Dubois et al 2001w60

QUALCARE scale*

Not significant (direction not noted)

Keith 2001w61

Ombudsman program complaints

Favoured NFP (P=0.001)

O’Neill et al 2001w62

Deficiencies in OSCAR† (total deficiencies and severe deficiencies rated F and higher, Favoured NFP (P<0.01) for all comparisons
where maximum No of deficiencies was 85 to reduce outlier effects); staffing—
average total nursing hours per resident day

Castle 2002w63

Restraint use prevalence

Favoured FP: 1 citation (P<0.05); 2 consecutive yearly citations (P<0.01); 3
consecutive yearly citations (P<0.01)

Lee et al 2002w64

QAI

Significantly favoured NFP for 3/5 categories and for total QAI score (P<0.05)

Allen et al 2003w65

Ombudsman program complaints

Mixed results: non-significantly favoured NFP for both care complaints
(P=0.79) and abuse complaints (P=0.20)

Allen et al 2003w66

Ombudsman complaints

Significantly favoured NFP (P=0.021)

Anderson et al
2003w67

Residents’ behaviour (verbal or physical aggressiveness or other disruptive
behaviour); restraint use; complication of immobility; or sustaining a fracture in
previous 3 months

Mixed results: non-significantly favoured FP for resident behaviours and higher
restraint use; non-significantly favoured NFP for complications of immobility
and fractures

Castle and Banaszak- Prevalence of pressure ulcers, psychoactive drug use, restraint use, and urinary
Holl 2003w68
catheterisation

Favoured NFP for each comparison (chains and non-chain owned nursing
homes analysed separately)

Harrington and Swan
2003w69

Favoured NFP (P<0.01)

Staffing—total nurse and RN hours per resident day

Weech-Maldonado et Outcome quality (cognitive decline, mood decline, pressure ulcer prevalence);
process quality (restraint use prevalence, urinary catheterisation prevalence);
al 2003w70
staffing (ratio of RN hours to total nursing hours)

Mixed results: non-significantly favoured FP for outcome quality; nearly
significantly favoured NFP (P<0.10) for process quality; non-significantly
favoured NFP for staffing

Baumgarten et al
2004w71

Pressure ulcer incidence

Favoured NFP

Lau et al 2004w72

Inappropriate medical prescriptions by Beer’s criteria

Non-significantly favoured NFP

Castle and Engberg
2005w73

Contracture prevalence; deficiencies in OSCAR†—focused on quality deficiencies
(19/185 assessed); restraint use prevalence; pressure ulcer prevalence;
psychoactive drug use prevalence (% of residents given anti-anxiety, sedative/
hypnotic, and antipsychotic drugs); quality index—normalised measure of other
indices (physical restraint prevalence, urethral catheterisation prevalence,
contracture prevalence, pressure ulcer prevalence, psychoactive drugs use, and
deficiency data)

All significant (P<0.05) comparisons favoured NFP: non-significantly favoured
NFP for all comparisons except for restraint prevalence, which favoured NFP
(P<0.01)

Chesteen et al
2005w74

Health deficiency, severity of deficiency, and frequency of deficiency

Mixed results: non-significantly favoured NFP for all 3 measures, meaning that
FP had worse deficiencies

Gruber-Baldini et al
2005w75

Depression (of resident) prevalence, measured by modified Cornell scale for
depression in dementia

Significantly favoured NFP (odds ratio 2.53 FP/NFP, 95% CI 1.29 to 4.98)

Intrator et al 2005w76 Employment of nurse practitioners or physician assistants on staff

Non-significantly favoured FP

McGregor et al
2005w77

All significant (P<0.05) comparisons favoured NFP—favoured NFP for all
comparisons except: non-significantly favoured NFP for intermediate/
extended care mean activity aide hours per resident day, multilevel care mean
dietary staff hours per resident day, multilevel care mean laundry staff hours
per resident day, intermediate care or intermediate/extended care mean LPN
hours per resident day, mean NA hours per resident day in all three care
settings, mean RN hours per resident day in intermediate and multilevel care
settings; no direction to relation for multilevel care mean LPN hours per
resident day; non-significantly favoured FP for mean laundry staff hours per
resident day in all three care settings

Staffing: mean (dietary, housekeeping and laundry staff) hours per resident day;
mean (RN, LPN and NA) hours per resident day; mean activity aide hours per resident
day; mean dietary staff hours per resident day; mean housekeeping staff hours per
resident day; mean laundry staff hours per resident day; mean LPN hours per resident
day; mean NA hours per resident day; mean RN hours per resident day (each measure
assessed in intermediate care, intermediate/extended care, and multilevel nursing
home care settings)

Starkey et al 2005w78 Cognitive decline between OSCAR assessments; mood decline between OSCAR
assessments; prevalence of pressure ulcers, restraint use, and urinary
catheterisation

All significant (P<0.05) comparisons favoured NFP: non-significantly favoured
NFP for all measures except restraint use prevalence, which non-significantly
favoured FP, and urethral catheterisation prevalence, which significantly
favoured NFP

Stevenson 2005w79

Ombudsman office complaints

Significantly favoured NFP (P<0.05)

White 2005w80

Deficiencies in OSCAR†; pressure ulcer incidence (OSCAR); restraint use incidence
(OSCAR)‡

All significant (P<0.05) comparisons favoured NFP: significantly favoured NFP
(P<0.05) in all measures except pressure ulcer incidence, which nonsignificantly favoured FP

Williams et al
2005w81

Resident self reported pain using Philadelphia Geriatric Centre pain intensity scale

Significantly favoured NFP (odds ratio 2.99 FP/NFP, 95% CI 1.40 to 6.39)

McGregor et al
2006w82

Hospital admission rate for anaemia, dehydration, falls, pneumonia, urinary tract
infection, and pressure ulcers/gangrene; mortality

All significant (P<0.05) comparisons favoured NFP: favoured NFP for all
measures except falls, urinary tract infection, and pressure ulcer admissions
(non-significantly favoured NFP) and mortality (no direction)

ADL=activities of daily living; FP=for-profit; NFP=not-for-profit; LPN=licensed practical nurse; OSCAR=Online Survey Certification and Reporting; QAI=quality assessment index (composite
measure of staff presentation, operational efficiency, resident care quality, and institutional care plan); RN=registered nurse.
*54 items grouped into 7 subscales: older person’s room, residence, physical care, medical maintenance, psychosocial care, human rights, and financial.
†OSCAR includes results of independent site surveys done every 9-15 months by auditors under contract from the Center for Medicare and Medicaid Services. The surveys detail compliance
with each of 185 separate measures of quality that consider nursing home structure, processes, and outcomes. As a measure of quality, deficiency data has some limitations. Also, underdetection and under-reporting of deficiencies may occur. Deficiencies are categorised according to severity from A to L. F and higher denotes care that has potential to cause harm or
immediate jeopardy to patients. In some years, deficiencies assessed varied from state to state.
‡Use of vests, belts, mittens, or wrist or ankle restraints. Chairs with locking trays (Geri-trays) are also included, whereas bed rails are not. Specifically, restraints imposed for discipline or
convenience, and not needed to treat the resident’s medical symptoms were objectionable. Variable for restraint use is dichotomous—the home either did or did not receive this deficiency.
Restraint use was verified by surveyors during the day for OSCAR.
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Table 7 | Results of testing of a priori hypotheses to explain heterogeneity
Interaction P value

Outcome

Summary study characteristics

FP-NFP v FP-private NFP

Above median v below
median appropriate
adjustment score

Presence v absence of
inappropriate adjustment,
among studies with
adjusted analysis

Data collection before or
during 1987 v after 1987

13 studies had poolable data, from 1971More extensively
trained staff or more 2002; 3 removed for data overlap; 10 metaanalysed—4 collected data after 1987, 1
staff
used primary data, 1 had data from Canada
(remainder from United States)

0.64 for FP-private NFP; ratio of
effect sizes 1.09 (95% CI 1.07
to 1.12, P<0.001, I2=0%)

0.15

0.99

0.66

Lower pressure
ulcer prevalence

0.76 for FP-private NFP
comparison; ratio of effect
sizes 0.89 (0.82 to 0.98,
P=0.02, I2=39.3%)

0.42

0.54

All meta-analysed data
collected after 1987

Lower physical
13 studies had poolable data from 1987restraint prevalence 2003; 5 removed for data overlap; 8 metaanalysed—1 used primary data

0.84 for FP-private NFP
comparison; ratio of effect
sizes 0.94 (0.78 to 1.14,
P=0.53, I2=84.9%)

0.86

0.13

All meta-analysed data
collected after 1987

13 studies had poolable data from 19762003; 6 removed for data overlap; 7 metaanalysed—2 collected data before 1987

0.56 for FP-private NFP
comparison; ratio of effect
sizes 0.92 (0.79 to 1.06,
P=0.25, I2=63.1%)

0.80

0.54

0.11; for data collected after
1987, pooled effect size 0.73
(95% CI 0.54 to 0.97, P=0.03,
I2=67.9%) favouring NFP
homes; for data collected
before or during 1987, pooled
effect size 1.09 (0.94 to 1.25,
P=0.25, I2=0%)

Fewer deficiencies
on government
surveys

16 studies had poolable data, from 19872003; 5 removed for data overlap; 11 metaanalysed—2 used primary data, 1 had data
from Canada (remainder from United States)

FP=for-profit; NFP=not-for-profit.

outcomes of those studies that compared for-profit and
privately owned not-for-profit facilities. Similarly,
tables 5 and 6 present the detailed study characteristics
and outcomes of studies that compared for-profit and
not-for-profit (publicly and privately owned) facilities.
We meta-analysed data for the four most commonly
used quality measures. Table 7 presents a summary of
the characteristics of studies meta-analysed, along with
the results of sensitivity analyses to explain heterogeneity
among studies in each meta-analysis. Two meta-analyses
showed statistically significant results favouring higher
quality care in not-for-profit nursing homes.
We found more or higher quality staffing in not-forprofit homes (ratio of effect 1.11, 95% confidence
Study

Weight Ratio of effect sizes
(%)
(random) (95% CI)

Ratio of effect sizes
(random) (95% CI)

Winn 1974w35

8.12

1.26 (1.16 to 1.35)

Munroe 1990w39

7.68

1.08 (1.00 to 1.17)

Kanda and Mezey 1991w41

14.61

1.04 (1.03 to 1.05)

Aaronson et al 1994w9

7.60

1.06 (0.98 to 1.15)

Anderson and Lawhorne 1999w51

2.82

1.07 (1.04 to 1.10)

Ballou 2000w54

13.13

1.10 (1.08 to 1.11)

O'Neill et al 2003w63

14.38

1.26 (1.17 to 1.35)

Konetzka et al 2004w26

8.65

1.09 (1.07 to 1.12)

Akinci and Krolikowski 2005w32

13.68

1.18 (0.99 to 1.40)

McGregor et al 2005w77

9.33

1.11 (1.04 to 1.18)

100.00 1.11 (1.07 to 1.14)

Total (95% CI)
Test for heterogeneity:
χ2=106.78, df=9, P<0.001, I2=91.6%

0.5

Favours
Test for overall effect: z=6.29, P<0.001 FP

0.7

1

1.5

interval 1.07 to 1.14, P<0.001, I2=91.6%) (fig 2). We
found a similar result favouring not-for-profit homes
when assessing staffing hours alone, with a ratio of
effect of 1.11 (1.08 to 1.14, P<0.001, I2=70.3%), an
absolute hours increase of 0.42 (0.31 to 0.53) hours/
resident/bed/day, and a relative hours increase of
11% (8% to 14%). When the only non-US study was
excluded, we arrived at a similar ratio of effect for
more or higher quality staffing in not-for-profit
homes of 1.11 (1.07 to 1.15, P<0.001, I2=92.4%).
We found a lower prevalence of pressure ulcers in
not-for-profit homes (odds ratio 0.91, 95% confidence
interval 0.83 to 0.98, P=0.02, I2=52.1%), with an absolute risk reduction of 0.59% (0.13% to 1.12%) and a
relative risk reduction of 8.4% (1.9% to 16%) (fig 3).
When the only non-US study was excluded, we arrived
at a similar odds ratio favouring lower pressure ulcer
prevalence in not-for-profit homes of 0.89 (0.82 to
0.97, P=0.007, I2=50.2%).
The remaining two meta-analyses showed nonstatistically significant differences. We found less use
of physical restraints in not-for-profit homes (odds
ratio 0.93, 0.82 to 1.05, P=0.25, I2=74.6%) (fig 4) and
fewer deficiencies in governmental regulatory assessments in not-for-profit homes (ratio of effect 0.90, 0.78
to 1.04, P=0.17, I2=59.8) (fig 5).
Funnel plots for the four meta-analyses did not suggest publication bias. A priori hypotheses did not
explain the observed heterogeneity (table 7).

2

Favours
NFP

Fig 2 | Ratio of effect sizes for staffing quality in for-profit (FP) and not-for-profit (NFP) nursing
homes. Ratios listed represent effect size in NFP homes compared with that in FP homes. Ratio
>1 indicates that NFP homes had more, or higher quality, staffing (that is, favours NFP)
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DISCUSSION
Our systematic review identified 82 studies comparing
quality of care in for-profit and not-for-profit nursing
homes. More studies had all statistically significant
analyses showing higher quality in not-for-profit
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Study

Odds ratio
(random) (95% CI)

Weight
Odds ratio
(%)
(random) (95% CI)

Aaronson et al 1994w9

0.14

8.25 (0.90 to 75.55)

Spector and Fortinsky 1998w14

11.82

0.90 (0.76 to 1.07)

Anderson and Lawhorne 1999w51

0.65

0.83 (0.30 to 2.30)

Harrington et al 2001w19

13.75

1.00 (0.86 to 1.16)

Baumgarten et al 2004w71

8.54

0.63 (0.50 to 0.79)

Grabowski and Angelelli 2004w25

23.87

0.87 (0.84 to 0.89)

Grabowski and Castle 2004w23

0.89

1.04 (0.44 to 2.47)

Castle and Engberg 2005w73

12.35

0.91 (0.77 to 1.07)

White 2005w80

7.16

1.02 (0.79 to 1.33)

Zinn et al 2005w34

15.95

0.93 (0.82 to 1.05)

McGregor et al 2006w82

4.90

1.16 (0.83 to 1.62)

100.00 0.91 (0.83 to 0.98)

Total (95% CI)
Test for heterogeneity:
χ2=20.86, df=10, P=0.02, I2=52.1%

0.1 0.2

0.5

1

2

5

Favours
Test for overall effect: z=2.34, P=0.02 NFP

10

Favours
FP

Fig 3 | Odds ratios (OR) comparing pressure ulcer prevalence in for-profit (FP) and not-for-profit
(NFP) nursing homes. OR <1 indicates lower risk of pressure ulcers in NFP facilities than in FP
facilities, suggesting that NFP facilities deliver higher quality care

Study

Odds ratio
(random) (95% CI)

Weight
Odds ratio
(%)
(random) (95% CI)

Aaronson et al 1994w9

0.42

0.93 (0.15 to 5.90)

Graber and Sloane 1995w45

7.27

0.80 (0.55 to 1.16)

Anderson and Lawhorne 1999w51

2.89

1.16 (0.59 to 2.26)

Castle 2000w55

19.77

0.93 (0.85 to 1.01)

Grabowski and Castle 2004w23

16.60

1.21 (1.04 to 1.40)

Castle and Engberg 2005w73

19.75

0.92 (0.84 to 1.01)

White 2005w80

15.11

0.98 (0.82 to 1.17)

Zinn et al 2005w34

18.18

0.73 (0.65 to 0.83)

100.00 0.93 (0.82 to 1.05)

Total (95% CI)
Test for heterogeneity:
χ2=27.54, df=7, P<0.001, I2=74.6%

0.2

0.5

1

2

Favours
Test for overall effect: z=1.15, P=0.25 NFP

5
Favours
FP

Fig 4 | Odds ratios (OR) comparing physical restraint prevalence in for-profit (FP) and not-forprofit (NFP) nursing homes. OR <1 represents less physical restraint use in NFP facilities than
FP facilities, suggesting that NFP facilities deliver higher quality care

Study

Ratio of effect
(random) (95% CI)

Weight
Ratio of effect
(%)
(random) (95% CI)

Weisbrod and Schlesinger 1986w5

21.71

1.10 (0.92 to 1.32)

Munroe 1990w39

18.63

1.06 (0.85 to 1.33)

Graber 1993w8

6.83

0.65 (0.40 to 1.07)

Johnson-Pawlson and Infeld 1996w13

4.64

0.53 (0.28 to 0.99)

Konetzka 2004w26

32.50

0.97 (0.97 to 0.98)

Akinci and Krolikowski 2005w32

10.65

0.64 (0.44 to 0.92)

Castle and Engberg 2005w73

5.05

0.68 (0.38 to 1.24)

100.00 0.90 (0.78 to 1.04)

Total (95% CI)
Test for heterogeneity:
χ2=14.91, df=6, P=0.02, I2=59.8%

0.2

Favours
Test for overall effect: z=1.38, P=0.17 NFP

0.5

1

2

5
Favours
FP

Fig 5 | Ratio of effect sizes for regulatory deficiencies in for-profit (FP) and not-for-profit (NFP)
nursing homes. Ratios listed represent effect size in NFP facilities compared with that in FP
facilities. Ratio <1 represents fewer deficiencies in NFP homes, suggesting that NFP homes
deliver higher quality care
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nursing homes than in for-profit nursing homes. Many
studies, however, showed no significant differences in
quality by ownership, and a small number showed statistically significant differences in favour of for-profit
homes. This pattern held true when we compared
for-profit homes with both privately owned and publicly owned not-for-profit facilities. Pooled analyses of
the four most commonly used quality measures
showed statistically significant results favouring higher
quality care in not-for-profit homes for staffing and prevalence of pressure ulcers and non-statistically significant differences favouring not-for-profit homes in
physical restraint use and regulatory agency deficiencies. The large observed heterogeneity was not
explained by our a priori hypotheses.
Previous systematic reviews
Two previous systematic reviews have compared quality of care in for-profit and not-for-profit nursing
homes. In 1991 Davis and colleagues found that
many studies showed that higher quality of care was
provided in not-for-profit nursing homes; however,
weaknesses in the methodological design of the
included studies limited the conclusions that could be
drawn.30 In 2002 Hillmer and colleagues did a systematic review comparing for-profit and not-for-profit
facilities (including publicly owned facilities), focusing
on studies in North America completed after the
previous review.31 This study also concluded that notfor-profit facilities provided better quality care than
for-profit facilities.
Strengths and weaknesses of this review
We did a comprehensive search, which identified 60
studies not included in previous reviews. We assessed
studies spanning four decades and published in any
language. We masked study results before determining
eligibility and did duplicate citation screening, data
abstraction, and quality assessment. We contacted
authors for missing data and received responses from
most of them. We compared quality of care in both forprofit versus not-for-profit nursing homes and forprofit versus privately owned not-for-profit nursing
homes, did pooled analyses of quality of care measures, and found largely consistent results.
Our review has limitations resulting from the characteristics of the studies included. No randomised trials
have compared quality of care across nursing home
ownership, and no such trials are ever likely to be
done. Furthermore, most studies are from the United
States, which raises questions of generalisability to
other jurisdictions.
Studies are also limited in that no standard definition
of quality of care exists. The result is that studies used a
very wide variety of alternative measures of quality.
Even when the same measures were used, standardised
approaches to the application of those measures were
lacking. For example, meta-analysis for number and
qualifications of staff fails to take into account staff turnover, the use of agency staff, and the professional mix
of staff.25
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WHAT IS ALREADY KNOWN ON THIS TOPIC
The quality and appropriateness of care delivered in nursing
homes is a major concern for the public, policy makers, and
media
Controversy exists about whether for-profit compared with
not-for-profit ownership affects quality of care

WHAT THIS STUDY ADDS
Most studies suggest a trend towards higher quality care in
not-for-profit facilities than in for-profit homes, but a large
proportion of studies show no significant trend

environment, primary compared with secondary data
collection, and, in particular, public versus private ownership of not-for-profit facilities). None of these variables,
however,
explained
the
substantial
heterogeneity of our results. The studies failed to specify characteristics of individual nursing homes in sufficient detail to allow analyses exploring factors such as
those listed above (ownership by corporation, small
business, charitable organisation of municipality; management of not-for-profit homes by for-profit providers).
Significance of this study

Moreover, several eligible studies used administrative databases, which further limits the comprehensiveness and quality of the data. For example, the American
Online Survey Certification and Reporting (OSCAR)
database comprises self reported data from nursing
home administrators; surveyors verify only a sample.
Careful duplicate abstraction of data from patients’
charts with a priori definitions or, ideally, direct assessment of care provision would be preferable.
Our meta-analyses are limited in that many authors
could not remove publicly owned facilities from their
datasets for our for-profit versus privately owned notfor profit analysis. However, in our sensitivity analyses, results comparing for-profit and not-for-profit
facilities were not significantly different from those in
which we restricted the not-for-profit facilities to those
for which we could confirm ownership.
Heterogeneity
On the one hand, one might see our results as compellingly favouring not-for-profit facilities. The gradient
between studies in which all significant measures
favoured not-for-profit (40 studies) and those in which
all measures favoured for-profit (3) is large (table 1). All
four meta-analyses favoured not-for-profit institutions,
and two reached statistical significance.
On the other hand, 37 studies had mixed results
(some measures favoured for-profit, some not-forprofit) and considerable heterogeneity was present in
the results of the meta-analyses. This suggests that
although the average effect is clear, that effect probably
varies substantially across situations. The variability is
probably explained, in part, by a variety of factors that
vary within categories of for-profit and not-for-profit
homes, including management styles, motivations,
and organisational behaviour. For example, for-profit
facilities owned and operated by investor owned corporations may have different motivations than facilities owned by small private businesses or single
proprietors. Not-for-profit facilities run by charities
might differ in structure and process from those run
by municipalities; not-for-profit facilities that are managed by for-profit nursing home companies may function differently from those that are not.
We have partially mitigated this problem with our a
priori hypotheses (extent of appropriate adjustments,
year of data collection, geography and political
page 14 of 15

Most of the studies in our systematic review showed
lower quality of care in for-profit nursing homes than
in not-for-profit nursing homes. However, a large proportion of studies showed no significant difference in
quality of care by ownership. In the long term care
market, in which funding is often provided by the government at fixed rates, both for-profit and not-forprofit facilities face an economic challenge that may
affect staffing and other determinants of quality of
care. In the for-profit context, however, shareholders
expect 10-15% returns on their investments,32 taxes
may account for 5-6% of expenses, and facilities tend
to have higher executive salaries and bonuses, so forprofit facilities have a strong incentive to minimise
expenditures.33 Minimising expenditures may lead to
lower quality staffing and higher rates of adverse
events (such as pressure ulcers), which may be
reflected in citations for deficiency.
Proving causality by using observational studies is
difficult. Furthermore, given their variability, the
results do not imply a blanket judgment of all institutions. Some for-profit institutions may provide excellent quality care, whereas some not-for-profit
institutions may provide inferior quality of care.
Our findings are, however, consistent with findings
of higher risk adjusted death rates in for-profit hospitals
and dialysis facilities as shown in previous reviews,18 19
as well as providing insight into average effects. Given
the absolute risk reduction in pressure ulcers of 0.59%,
we can estimate that pressure ulcers in 600 of 7000 residents with pressure ulcers in Canada and 7000 of
80 000 residents with pressure ulcers in the United
States are attributable to for-profit ownership. Similarly, given an absolute increase in nursing hours of
0.42 hours per resident per bed per day, we can estimate that residents in Canada would receive roughly
42 000 more hours of nursing care a day and those in
the United States would receive 500 000 more hours of
nursing care a day if not-for-profit institutions provided
all nursing home care. These estimates are based on the
2006 census from Canada showing that 100 740 of
252 561 nursing home residents resided in for-profit
nursing homes and the 2000 census from the United
States showing a total of 1 720 500 nursing home
residents.34 35 These estimates assume that two thirds
of US nursing home residents live in for-profit facilities.
BMJ | ONLINE FIRST | bmj.com
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Further research and conclusions

Although this review has fully assessed the data available
comparing for-profit and not-for-profit nursing home
care, additional work is needed to compare the costs
between these types of facilities and to evaluate the consistency of these findings outside of the United States and
Canada. Although we have extensively evaluated the
literature comparing quality of care in for-profit, charitable organisation owned, and government owned nursing homes, the available studies did not allow
comparison of the possible impact of factors such as subcategory of for-profit ownership (for example, chain v
non-chain, investor v small business ownership, municipality v federal government ownership). Nursing home
management companies further complicate the relation
between ownership and quality of care. These are all
important areas that warrant further research.
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Part 4
Myths and facts
Myth 5:
ACOs and EMRs will reduce health care costs.
Fact: ACOs (accountable care organizations), which resemble HMOs, have not been shown
to save money.
See: Sullivan, K. (2011). Memo to the Vermont Senate Health and Welfare Committee.

See: Marmor, T. & Oberlander, J. (2012). “From HMOs to ACOs: The Quest for the Holy Grail in U.S. Health Policy.” J
Gen Inten Med, 27(9), 1215-1218.

Fact: EMRs (electronic medical records) have not been shown to save money.

See: Himmelstein, D.U., Wright, A., & Woolhandler, S. (2010). “Hospital Computing and the Costs and Quality of Care:
A National Study.” Am J Med, 123(1), 40-46.

See: McCormick, D., Bor, D.H., Woolhandler, S., & Himmelstein, D.U. (2012). “Giving Office-Based Physicians
Electronic Access To Patients’ Prior Imaging And Lab Results Did Not Deter Ordering Of Tests.” Health Affairs, 31(3),
488-496.
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TO: Members of the Vermont Senate Health and Welfare Committee
FROM: Kip Sullivan
RE: Requests for information following my testimony on March 24, 2011
DATE: March 28, 2011
After I testified before your committee I was asked by three of you for more information.
Senator Ayer asked for a suggested reading list. Senator Fox asked for a list of my examples of
claims about health policy that are not evidence-based. Senator Pollina asked for information on
my solution to the health care crisis. And one of you asked if I could send along a copy of the
outline of my testimony.
I reply to all four requests in this memo. Below I present the outline from which I spoke
along with a paragraph on each section of the outline. I have added footnotes and appendices that
document most of my statements for those of you who would like to read more on these subjects.
At the end of this memo I have added a short section that addresses Senator Pollina’s question
about how I would solve the health care crisis.
I. Evidence-based medicine versus faith-based health policy
The health policy establishment enthusiastically supports a standard for decision-making
among doctors and patients known as evidence-based medicine, but it does not practice
evidence-based health policy. The establishment regularly promotes policies for which evidence
is non-existent or mixed. In the remainder of this section I list examples of claims that have
reached the status of folklore within the US health policy community and document my assertion
that these claims are not supported by the rigorous evidence that proponents of evidence-based
medicine have in mind (namely, research published in peer-reviewed journals).
Claim: The fee-for-service (FFS) method of paying doctors explains America’s high
health care costs, and the only way to control health care costs is to turn the FFS incentive (the
incentive to order more services) upside down with capitation or some other financial incentive
that rewards doctors for ordering fewer services.
The evidence: The vast majority of doctors in other industrialized countries are paid by
the FFS method, and those countries have achieved, on average, per capita health care costs
equal to half of our costs. This fact means one of the following statements has to be true: (1) the
FFS method causes little overuse; (2) other countries have found mechanisms to control or offset
the incentive to over-treat created by the FFS method; or (3) both.
Claim: Overuse of heath care, induced by the FFS method, is rampant.
The evidence: Underuse of health care, even among the insured, is rampant. In fact,
research indicates underuse occurs at a much higher rate than overuse. The single best study on
this issue, published in the New England Journal of Medicine in 2003, reported that overuse
occurred one-fourth as often as underuse. Here is a quote from that article: “[W]e found greater
problems with underuse (46.3% of participants did not receive recommended care …) than with
overuse (11.3% of participants received care that was not recommended and was potentially
harmful…).”1 Examples of very high rates of underuse are presented in Appendix A. Note that
1

Elizabeth A. McGlynn et al., “The quality of health care delivered to adults in the United States,” New
England Journal of Medicine 2003;348:2635-2645, 2641.
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underuse is not limited to inexpensive services. If the FFS method is to blame for overuse, why
is it not also to blame for underuse? The most accurate statement is that inappropriate use of our
health care system occurs frequently, and the net effect of overuse and underuse is too little use,
even among the insured.
The evidence: The evidence that underuse is far worse than overuse is buttressed by
evidence that doctors do not have enough time in the day to meet all existing medical guidelines
for all patients. The health policy establishment, preoccupied as it is with overuse, devotes little
time to this topic. But what research there is all points in the same direction: Doctors do not have
enough time to meet all the needs of their patients. One paper concluded: “On the basis of
recommendations from national clinical care guidelines for preventive services and chronic
disease management, and including the time needed for acute concerns, sufficiently addressing
the needs of a standard patient panel of 2,500 would require 21.7 hours per day.”2 (This fact is
also relevant to claims made for report cards on doctors: If doctors cannot possibly meet every
standard for every patient, and medical report cards seek to determine whether doctors meet only
a tiny percent of current standards, doctors will inevitably “teach to the test,” that is, shift
resources away from patients whose care is not measured to patients whose care is measured.)
The evidence: Rationing (which is one measure of underuse) is far worse in the US than
in Canada, a country with health care costs roughly 60 percent of ours. When Canadians are
asked if they “did not visit a doctor when sick” in the previous year, 4 percent say yes. When
Americans are asked that question, 25 percent say yes.3 Canada pays nearly all of its doctors by
the FFS method. Should Canada’s FFS method be credited with Canada’s lower rate of
underuse? If so, by what logic would we also blame the FFS method in America for overuse?
Claim: HMOs and the tools HMOs pioneered (the tools are known collectively as
“managed care”) improved quality and lowered costs.
The evidence: The peer-reviewed evidence, and an enormous body of anecdotal
evidence, indicates HMOs and the insurance companies that adopted managed care tools had a
net negative effect on quality of care. (See Appendix B for research and statements by experts on
this topic.) HMOs and some of the managed care tools have been shown to reduce use of medical
services, but that does not mean total costs fell. The reason is two-fold:
(1) As I just noted, managed care often worsens patient health, which drives up future
medical costs;
(2) total health care spending includes medical care costs as well as administrative costs,
and evidence indicates managed care drove up administrative costs for clinics and
hospitals and may have driven them up for the insurance industry.4,5,6
2

Kimberly S. Yarnall et al., “Family physicians as team leaders: ‘time’ to share the care,” Preventing
Chronic Disease 2009 6(2), http://www.cdc.gov/pcd/issues/2009/apr/08_0023.htm, accessed June 1, 2010. Here are
some examples of questions doctors are supposed to ask every patient: “Are you feeling down? Have you recently
traveled to another country? Do you have more than one sexual partner? Does your child live in or regularly visit a
house built before 1950? How do you deal with anger? Any trouble sleeping? Do you wear a seat belt? Do you drink
alcohol? Does your vision make it difficult for you to recognize your pills or read medication labels? Do you have a
gun at home?” (Kathleen P. Tomaselli, “One more thing,” American Medical News, January 23, 2006, 19).
3
Cathy Schoen et al., “Toward higher performance health system: Adults’ health care experiences in seven
countries, 2007,” Health Affairs Web Exclusives 2007:W717-W734, Exhibit 2.
4 David Segal, “Managed care generates a paperwork explosion,” Washington Post, February 15, 1996, D9.
5 Bert McKasy, Minnesota Commissioner of Commerce, and Marlene E. Marschall, Commissioner of Health,
Study of Health Care Management Companies, St. Paul, MN, March 1993.
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The spread of managed care also set off a frenzy of mergers and consolidation within the
insurance and medical sectors in the 1990s. 7 This is already happening again thanks to
widespread discussion of ACOs (which will almost certainly look like HMOs when ACOs are
finally defined).
Claim: Report cards on doctors and hospitals and “pay for performance” will improve
quality and lower costs.
The evidence regarding quality: Report cards can damage quality of care three ways:
(1) by failing to measure quality accurately (the main cause of inaccuracy is failure to
adjust “grades” for factors outside clinic-hospital control) and thereby steering patients toward
inferior providers;
(2) by inducing providers to “teach to the test”; and
(3) by inducing providers, fearful of inaccurate measurement, to avoid sicker patients.
“Pay for performance” means paying providers according to how they score on report cards. For
the three reasons already mentioned, pay-for-performance may do more harm than good (see
Appendix B).
The evidence regarding cost: Proponents of report cards and pay-for-performance almost
never discuss the cost of report cards and P4P, much less measure cost accurately and weigh
those costs against the alleged benefits. But the cost, both to the report-card producer and to
providers who must collect voluminous amounts of data, is substantial. The report card on heart
surgeons published annually by the New York Department of Health requires roughly 40 fulltime staff – one full-time person to collect data at each of the three dozen hospitals where heart
surgery is performed, and five at the New York Department to collect the data and produce the
report cards (see Appendix B for more information.)
The evidence: Proponents of report cards and P4P often state or imply that there is no
other way to improve quality other than to publish report cards. There are in fact numerous
methods of quality improvement that do not rely on report cards, including sharing information
with providers (as opposed to publishing it), traditional medical research, ending the nurse
shortage and taking other steps to increase the supply of primary care health care professionals,
and making health insurance universal.
The evidence: P4P schemes can work with simple tasks (eg, inducing a pigeon to peck on
the ace of spades). They are unlikely to have a net positive effect on tasks requiring complex
decision-making.
Claim: Prevention saves money for the health care system.
The evidence: Proven preventive medical services improve patient health, but as a class
they do not reduce costs (see Appendix B). There are exceptions to this rule, but those exceptions
prove the rule. There are two reasons why most preventive services do not reduce health care
costs. One is that preventive services have to be given to an entire category of people (for
example, mammograms are supposed to be given to all women over the age of 40 or 50), not just
to those who we know will contract or have contracted a disease. In other words, many people in
the category who are supposed to receive preventive services would have remained healthy had
Jeffrey A. Alexander and Christy Harris Lemak, “The effects of managed care on administrative burden in
outpatient substance abuse treatment facilities,” Medical Care 1997;35:1060-1068.
7
David Dranove et al., “Is managed care leading to consolidation in health-care markets?” Health Services
Research 2002;37;573-594.
6
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they not received the preventive service. Preventive services are not free. When they are
administered to tens of millions of people to prevent illness in a small fraction of that population,
the cost of administering the service usually outweighs the health care costs foregone due to
improved health. The second reason preventive services do not save money is that many
preventive services are designed to discover disease in its early stages. When the disease is
discovered, more tests and medical services are required.
Jonathan Gruber, a name I believe you all recognize, said this to the New York Times:
“It’s a nice thing to think, and it seems like it should be true, but I don’t know of any evidence
that preventive care actually saves money.”8
Claim: Disease management saves money.
The evidence: When disease management is integrated with primary care (as opposed to
delivered from afar from call centers run by insurance companies and disease management
companies), it can improve health. But as is the case with prevention, disease management as a
class has not been shown to save money. In fact, several studies demonstrate that disease
management will raise costs substantially (see Appendix B).
Claim: “Coordinated care,” “integrated care,” and “medical homes” improve care and
save money.
The evidence: An intelligent discussion of these terms is very difficult because these
terms, although omnipresent, are poorly defined. If these terms mean expanding the supply of
primary care doctors, nurses and other health care professionals, the evidence does indicate more
primary care can improve quality. The evidence does not indicate that more primary care reduces
costs. (See Appendix B for citation to a study on “coordinated care.” See Appendix D for a
discussion of the papers on “medical homes” cited by the report by Hsiao et al.).
Claim: Electronic medical records (EMRs) improve quality and save money.
The evidence: The evidence that EMRs can improve quality is mixed; the evidence that
EMRs can reduce costs is virtually nonexistent. Research indicates EMRs can improve quality of
care and damage it. Research also indicates EMRs can force doctors and nurses to devote more
time to data entry than they would have with paper records. There is little evidence on the
question of whether EMRs save money. But if the research indicates EMRs have mixed effects
on quality, and if EMRs are not free, then the net effect of the universal adoption of EMRs must
be to raise costs. A paper on the cost of universal adoption of EMRs, and the replacement of the

8

Quoted in David Leonhardt, “Free lunch on health? Think again,” New York Times, August 8, 2007, C 2.
Note that I am discussing here only the claim that prevention saves money for the health care system. That claim is
different from the claim that prevention saves money for employers. Research suggests that proven preventive
services can generate savings for employers that exceed the cost of the intervention. But the claim that prevention
can save money for employers is quite different from the claim that prevention (administered by “medical homes,”
ACOs, HMOs or some other vehicle alleged to be superior in this department) can save money for Medicare, a state
Medicaid program, or the health care system.
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hardware and software required by EMRs every five years, concluded the universal adoption of
EMRs will raise health care spending by 2 percent9 (see Appendix B).
Claim: Quality improvement always leads to lower costs.
The evidence: This claim appears to be based on the illogical premise (rarely articulated)
that the intervention required to improve quality (be it the publication of report cards, the hiring
of another nurse to educate diabetics on the management of their disease, or the purchase of an
EMR) is free or so inexpensive it is not worth measuring its cost. But, of course, every
intervention has its cost. Donald Berwick, a leader in the field of quality improvement (and, as
the administrator of the Centers for Medicare and Medicaid Services, the man in charge of
defining ACOs at the federal level) said this recently: “Right from the start, it has been one of the
great illusions … that quality and cost go in opposite directions. There remains very little
evidence of that.”10
II. The ACO is the latest example of a health policy that is not evidence-based
The amorphous definition of the ACO, and the fact that ACOs don’t exist yet (even
according to their proponents), makes an evidence-based discussion about ACOs extremely
difficult (see Appendix C for a list of five influential papers by ACO proponents that you might
want to read to see for yourself how vague their definition of ACO is). The vast difference
between the conclusions of the Congressional Budget Office about ACOs’ ability to cut costs
and those of Hsiao et al. in their report to the Vermont legislature also illustrates the problem.
Hsiao and his colleagues attribute to ACOs the ability to cut total health care spending for the
nonelderly by 10 percent over the decade 2015-2024.11 But the CBO estimates that ACOs will
lower Medicare’s costs by less than one tenth of a percent over a decade. Specifically, the CBO
estimates that ACOs would reduce Medicare spending over the 2010-2019 period by a little over
$5 billion dollars out of a total of $6.8 trillion that Medicare will spend over that time period.12
The definition promoted by ACO advocates might be called an “aspirational” definition;
the ACO proponent expresses his or her hopes or aspirations for ACOs and characterizes their
9

Rainu Kaushal et al., “The costs of a National Health Information Network,” Annals of Internal Medicine
2005;143:165-173.
10
“’A deficiency of will and ambition’: A conversation with Donald Berwick,” Health Affairs, Web
Exclusive, January-June 2005, W5-1-W5-9, 7. Berwick was President and CEO of the Institute for Healthcare
Improvement at the time of that interview, and is now the administrator of the Centers for Medicare and Medicaid
Services.
11 See Table 2, page 34 of the report.
12 Congressional Budget Office, Budget Options: Volume 1, Health Care, December 2008,
http://www.cbo.gov/doc.cfm?index=9925, accessed February 3, 2011. The CBO’s estimate for ACOs appears under
Option 37, page 72. The CBO described this option as follows: “Under this option, groups of providers meeting
certain qualifications would have the opportunity to participate … in Medicare as bonus-eligible organizations
(BEOs). The concept of BEOs is similar to the accountable care organization models proposed by some
researchers.” The CBO estimated this option would cut Medicare spending by $5.3 billion over the 2010-2019
period. According to the National Health Expenditure Accounts, Medicare will spend $6.8 trillion over this period
(National Health Expenditure Projections 2009-2019, CMS, Table 2
http://www.cms.gov/NationalHealthExpendData/downloads/NHE Projections2009to2019.pdf). Five billion dollars
is less than one tenth of one percent of $6.8 trillion.
The CBO’s Option 38 more closely resembles the ACO discussed in the Hsiao report because primary care
doctors are paid by partial capitation under this option. But CBO’s savings estimate for this option is virtually
identical to its estimate for Option 37 -- $5.2 billion over the 2010-2019 period.
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statement as a “definition.” The “definition” of an ACO offered by Richard Slusky in his
testimony to you (just before I testified) is a good example. He defined an ACO as a “providerbased organization that takes responsibility for meeting the needs of a defined population with
the goal of improving health, improving patient experience, and reducing per capita costs.” But
that “definition” tells us what Mr. Slusky’s aspirations for ACOs are (he hopes they will be
“accountable” to a third party or parties he did not identify, and he hopes they will improve
quality and lower costs). Note that his definition does not tell us what an ACO is or how it is
supposed to achieve the aspirations he articulated.
Imagine that your doctor tells you he has a green pill that will cure your arthritis
(“defining” the green pill according to what the doctor hopes it will do is an example of an
“aspirational” definition.) When you ask him what’s in the pill and how the pill will cure your
arthritis, he says he doesn’t know because the pill doesn’t exist yet. When you ask him for
research on the pill, he repeats he has no information on the pill because it doesn’t exist yet. He
can only keep telling you it will be good for you. No patient should accept the recommendation
of any doctor who offers such a flimsy argument for a pill or treatment. Similarly, no policymaker should accept the current arguments made by ACO proponents, namely, that policymakers should endorse ACOs even though ACOs cannot be defined, none exist yet, and there is,
therefore, no peer-reviewed evidence to back up the claims made for ACOs.
III. When ACOs are finally defined, they will look like HMOs
Statements by ACO proponents indicate they anticipate ACOs will be identical to HMOs.
ACO proponents urge Vermont legislators and other policy-makers to pay ACOs by capitation,
which means a set fee per enrollee per year. Moreover, ACO proponents say ACOs will be
required to deliver all necessary medical services to a “defined population.” Any entity which
agrees to accept a set fee per enrollee per year and in return promises to cover the medical needs
of that person during that year, has accepted insurance risk. That entity has become, in other
words, an insurance company. In that event, the payment should be called a “premium” (not a
“capitation payment”), and the insured person should be referred to as an enrollee or a policyholder. Moreover, if the ACO, having become an insurance company, adopts the cost-control
tactics pioneered by HMOs, the ACO should be called an HMO.13
IV. Recommendations
Mr. Slusky ended his presentation with a slide on “unanswered questions.” The
legislature should not treat these and other unanswered questions as peripheral issues that can be
settled once the ACO train has left the station. These questions must be answered before the
legislature endorses ACOs in any fashion. The unanswered questions that must be answered now
include:

13

My argument that the payment should be called a premium is not affected by the claim ACO proponents
often make that the capitation/premium payments to ACOs will somehow be “risk adjusted” (at a cost that is never
identified) to reflect the health status of the enrollee and other factors outside the ACO’s control. Risk-adjustment is
extremely crude (the best methods used today explain no more than 15 percent of the variation in expenditures on
enrollees), which means the “adjustments” to capitation/premium payments, if in fact they are made, will not relieve
ACOs of insurance risk and will not, therefore, justify calling the payments something other than premiums.
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•
•

•
•
•

•
•

Will ACOs be paid as insurance companies are (with capitation/premiums which shift
insurance risk), or will they be paid as doctors and hospitals are today (on a per
service basis, that is, a basis that does not shift insurance risk)?
If, as some ACO proponents suggest, the premium payments are to be “risk adjusted”
so that ACOs that enroll (receive) sicker patients get higher premiums, how accurate
will the risk-adjustment be and what are the consequences of inaccurate risk
adjustment?
What will it cost to collect the medical records and other data necessary to perform
even crude risk adjustment of premiums for hundreds of thousands of Vermont
residents every year?
What will it cost to collect the medical records and other data necessary to risk-adjust
grades on report cards?
What effect will the routine collection of medical records on all Vermont citizens (for
the purpose of risk adjusting premiums and report card grades) have on privacy and,
therefore, on the willingness of patients to tell their doctors and nurses everything
they need to know?
Will patients be forced to join a particular ACO just because the doctor who accounts
for a plurality of the patient’s visits or expenditures joined that particular ACO (or got
swept into it when his or her clinic was bought out by an ACO)?
If patients aren’t forced to join a particular ACO and can seek care anywhere they
like, by what logic should clinics and hospitals within ACOs be punished or rewarded
for the health outcomes of patients they do not see? Doesn’t rewarding and punishing
doctors for factors outside their control defeat the entire purpose of ACOs?

If and when ACO proponents give you a useful definition of an ACO, and you decide
you want to experiment with ACOs, you should experiment only on a limited basis, and you
should seek out research, and conduct your own, to determine whether the tools ACOs will use
(for example, pay-for-performance, electronic medical records, and utilization review) work as
advertised.
Finally, if you discover that some of the tools ACOs are expected to use work, you
should then ask yourselves, Must we turn the entire state over to a few ACOs in order to take
advantage of these tools, or can these tools work if we do not change the current configuration of
our health care system?
V. My own recommendations
Senator Pollina noted that I was quite critical of the managed care solutions promoted by
ACO proponents. He then asked whether I had a solution. I answered, “The Hsiao report minus
ACOs.” By that I meant the single-payer system recommended by Hsiao et al. but without the
layer of HMOs, dressed up as ACOs, recommended by the Hsiao report. If the Vermont
governor and legislature create a system in which one payer, the government, funnels all or most
health care dollars through a layer of insurance companies called ACOs, that system will not be a
single-payer system. It will be a multiple-payer system financed heavily by the state government.
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Such a system might better be called a single-trough system – a system in which all insurance
companies derive their income from the same public trough. A single-trough multiple-payer
system cannot possibly save as much money as a true single-payer system.
Note that a single-payer system has the tools to address many of the concerns expressed
by proponents of ACOs, including the “arms race” between hospitals that Mr. Slusky discussed
in his testimony.
Thank you for giving me the chance to testify. I would be glad to supply more
documentation if one of you asks, or to reply to criticism of my testimony or this memo.
______________________________________________________________________________
Appendix A: Examples of significant underuse of medical care in the US
Table A1: Underuse, even among the insured, is rampant
•

Nine of ten nursing homes have staff levels below “minimally necessary” levels.(a)

•

Eight of ten Americans insured with first-dollar coverage do not seek treatment for serious
symptoms such as loss of consciousness or unexplained bleeding.(b)

•

Two-thirds of all Americans with mental disorders do not seek treatment.(c)

•

Three-fifths of elderly Medicare beneficiaries diagnosed with gall stones plus inflammation
of the gall bladder, one or several bile ducts, or the pancreas, or more than one of these
inflammatory conditions, failed to have a cholecystectomy (surgery to remove the gall
bladder).(d)

•

Half of all insured Americans suffering from high blood pressure are not getting treated.(e)

•

Half of insured patients who should have an angiogram do not get it.(f)

•

Half of all Americans suffering from depression do not get treatment for it, and four-fifths do
not get adequate treatment.(g)

•

Half of newborns are discharged early, and two-thirds of those receive delayed follow-up
care.(h)

•

A third of Americans do not see a dentist at least once a year.(i)

•

Three-tenths of the nation's diabetics do not know they have diabetes.(j)

•

One-fourth of insured patients who should have either bypass surgery or angioplasty get
neither.(k)

•

One-seventh of those with disabilities who have a prescription fail to take their drugs as
prescribed.(l)
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•

One-eighth of insured adult Americans either do not get medical care they need or they delay
getting it.(m)

(a) Robert Pear, “U.S. recommending strict new rules at nursing homes,” New York Times, July 23, 2000,
A1; Robert Pear, “Nine of ten nursing homes lack adequate staff, study finds,” New York Times, February 18, 2002,
http://www.healthcoalition.ca/nyt.html, accessed April 11, 2003. Problems created by staff shortages include
preventable conditions such as severe bedsores, malnutrition, dehydration, abnormal weight loss, severe infections,
and congestive heart failure. The report estimated that adequate staffing of nursing homes would require an 8
percent increase in total spending (or $7.6 billion annually).
(b) Martin F. Shapiro et al., "Effects of cost-sharing on seeking care for serious and minor symptoms,"
Annals of Internal Medicine 1986;104:246-51.
(c) Robert Pear, “Few seek to treat mental disorders, a U.S. study says: Half of nation affected,” New York
Times, December 13, 1999, A1.
(d) Steven M. Asch et al., “Measuring underuse of necessary care among elderly Medicare beneficiaries
using inpatient and outpatient claims,” Journal of the American Medical Association 2000;284:2325-2333.
(e) David J. Hyman and Valory N. Pavlik, “Characteristics of patients with uncontrolled hypertension in
the United States,” New England Journal of Medicine 2001;345:479-486.
(f) Marianne Laouri et al., “Underuse of coronary angiography: Application of a clinical method,”
International Journal For Quality In Health Care 1997;9:15-22 (Schuster et al. included this study in their review);
Pushkal P. Garg et al., “Understanding individual and small area variation in the underuse of coronary angiography
following acute myocardial infarction,” Medical Care 2002;40:614-626.

(g) Ronald Kessler et al., “The epidemiology of major depressive disorder: Results form the
National Comorbidity Survey Replication,” Journal of the American Medical Association 2003;290:30954105.

(h) Alison A. Galbraith et al., “Newborn early discharge revisited: Are California newborns receiving
recommended postnatal services?” Pediatrics 2003;111:364-371). The authors defined early discharge as “a postdelivery stay of less than 48 hours for vaginal deliveries and 96 hours for Caesarean sections” (364). This standard
was endorsed in 1992 by the American Academy of Pediatrics (AAP) and the American College of Obstetricians
and Gynecologists. By 2001, 43 states had passed legislation requiring third-party payers to meet these postnatal
stay recommendations. The AAP amended its guideline in 1995 to add recommendations on how quickly in-office
or home follow-up should occur.
(i) Report by Oral Health America, described in “’Silent epidemic’ continues: Poor oral health,”
Minneapolis Star Tribune, January 29, 2002, A3.
(j) American Diabetes Association, http://www.diabetes.org/info/diabetesinfo.jsp, accessed December 8,
2003.
(k) Lucian L. Leape et al., “Underuse of cardiac procedures: Do women, ethnic minorities, and the
uninsured fail to receive needed revascularization?” Annals of Internal Medicine 1999;130:231-233. The study by
Leape et al. examined revascularization underuse rates for both insured and uninsured patients, and reported that
insurance status had no bearing on underuse rates; 26 percent of both the insured and uninsured patients failed to get
revascularization surgery. Laouri et al. also conducted a study of the revascularization underuse rate and reported a
25 percent underuse rate among a group of both insured and uninsured, but the underuse rate for the uninsured was
worse than for the insured (Marianne Laouri et al., “Underuse of coronary revascularization procedures: Application
of a clinical method,” Journal of the American College of Cardiology 1997;29:891-897).
(l) Jae Kennedy and Christopher Erb, “Prescription noncompliance due to cost among adults with
disabilities in the United States,” American Journal of Public Health 2002;92:1120-1124.
(m) Bradley C. Strunk and Peter J. Cunningham, Treading Water: Americans’ Access to Needed Medical
Care, 1997-2001, Center for Studying Health System Change, http://www.hschange.com/ CONTENT/421/?
topic=topic02, accessed December 17, 2002.

_____________________________________________________________________________________

Table A2: Underuse of invasive cardiac procedures among insured patients is much worse
than overuse
Type of service Extent of overuse (year of study) Extent of underuse (year of study)
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Angiography*

17% (1987)
4% (1993)

CABG*

14% (1988)
2% (1993)
2% (1995)

Angioplasty*

44% (1997)

4% (1993)

Revascularization*

25% (1997)
26% (1999)

* An angiogram is a moving x-ray of the coronary arteries. CABG stands for coronary artery bypass graft.
Angioplasty is a procedure in which a balloon is inserted into a coronary artery and expanded to open the artery.
Revascularization refers collectively to CABG and angioplasty.
Sources: Overuse studies are cited in Mark A. Schuster et al., “How good is the quality of health care in the
United States?” Milbank Quarterly 1998;76:517-563. The three underuse studies are: Marianne Laouri et al.,
“Underuse of coronary angiography: Application of a clinical method,” International Journal of Quality Health
Care 1997;9:15-22; M. Laouri et al., “Underuse of coronary revascularization procedures: Application of a clinical
method,” Journal of the American College of Cardiology 1997;29:891-897; and Lucian L. Leape et al., “Underuse
of cardiac procedures: Do women, ethnic minorities, and the uninsured fail to receive needed revascularization?”
Annals of Internal Medicine 1999;130:231-233.

Appendix B: Evidence from the peer-reviewed literature and remarks by experts on the
performance of HMOs and six mechanisms available to ACOs to reduce costs
HMOs and managed care
“For elderly patents … treated under Medicare, declines in physical health were more
common in HMOs than in FFS plans (54 percent versus 28 percent).”

Source: John E. Ware, Jr., et al., “Differences in four-year health outcomes for elderly and poor,
chronically ill patients treated in HMO and fee-for-service systems: Results from the Medical Outcomes Study,”
Journal of the American Medical Association 1996;276:1039-1047.

“The small body of reliable studies comparing the quality of MCP [managed care plan]
with that of FFS [fee-for-service] care indicates that the quality of care provided by MCPs tends
to be equal or inferior to that provided by FFS plans.”

Source: Kip Sullivan, “Managed care plan performance since 1980: Another look at two literature
reviews,” American Journal of Public Health 1999;89:1003-1008.

“Managed care is basically over. People hate it, and it's no longer controlling costs.
Health-care inflation is now back in the double digits. So if it's not saving money, then why
should we have it? But like an unembalmed corpse decomposing, dismantling managed care is
going to be very messy and very smelly, and take awhile.”
Source: George Lundberg (former editor of the Journal of the American Medical Association and co-author
of a paper defending managed care with Paul Ellwood), in Linda Marsa, “Former JAMA editor laments the state of
medical care,” Los Angeles Times, March 26, 2001,
http://www.latimes.com/print/health/20010326/t000026016.html, accessed March 28, 2001.
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“Events of the past year demonstrate beyond a doubt that managed care has failed – and
failed dismally. The greatest single ethical crisis facing American health care as we move into
the new year is what to do about it.”
Source: Arthur Caplan (director of the Center for Bioethics at the University of Pennsylvania and a former
advisor to Hillary Clinton), "In 2001, managed care our No. 1 health crisis," MSNBC, December 21, 2001
http://www.msnbc.com/news/671464.asp, accessed December 23, 2001.

Coordinated care
“To study whether care coordination improves the quality of care and reduces Medicare
expenditures, the Balanced Budget Act of 1997 mandated that the Secretary of Health and
Human Services conduct and evaluate care coordination programs…. [p. 604] None of the [15]
programs reduced regular Medicare expenditures, even without the fees paid to the care
coordination programs. Only two programs had a significant difference in expenditures and, in
both of these programs, the treatment group [that is, the group getting “coordinated care”] had
higher expenditures.” [p. 611]
Source: Deborah Peikes et al., “Effects of care coordination on hospitalization, quality of care, and health
care expenditures among Medicare beneficiaries: 15 randomized trials,” Journal of the American Medical
Association 2009;201:603-618.

Utilization review
“Although utilization review is widely used to control health care costs, its effect on
patterns of health care is uncertain….We compared the health services provided to 3702
enrollees whose requests were subjected to utilization review (the review group) with the
services provided to 3743 enrollees whose requests received sham review and were
automatically approved for insurance coverage (the non-review group)…. During the study
period, the mean age-adjusted insurance payments per person were $7,355 in the review group
and $6,858 in the non-review group (P = 0.06).”
Source: Stephen N. Rosenberg et al., “Effect of utilization review in a fee-for-service health insurance
plan,” New England Journal of Medicine 1995;333:1326-1330, 1326.

Prevention
“Although some preventive services do save money, the vast majority reviewed in the
health economics literature do not.”
Source: Joshua T. Cohen et al., “Does preventive care save money? Health economics and the presidential
candidates,” New England Journal of Medicine 2008;358:661-663.

Disease management
“On the basis of its examination of peer-reviewed studies of disease management
programs…, CBO finds that to date there is insufficient evidence to conclude that disease
management programs can generally reduce the overall cost of health care services.”
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Source: Congressional Budget Office, An Analysis of the Literature on Disease Management Programs,
October 13, 2004, http://www.cbo.gov/showdoc.cfm?index=5909&sequence=0, accessed September 25, 2005.

“Even for the most optimistic picture – a 30-year horizon and assuming no turnover
[patients stay with the same plan for 30 years] – the net effect on diabetes-related costs would be
an increase of about 25%” (p. 261). “The [disease management] program used in [this] study
may be too expensive for health plans or a national program to implement” (p. 251).
Source: David M. Eddy et al., “Clinical outcomes and cost-effectiveness of strategies for managing people
at high risk for diabetes,” Annals of Internal Med 2005;143:251-64.

“[T]he results of our review suggest that, to date, support for population-based disease
management is more an article of faith than a reasoned conclusion grounded on well-researched
facts. ... Most of the evidence on disease management programs to date is derived from small
high-intensity programs focusing on high-risk patients that are typically run as part of a
demonstration project by the providers at a single site. This evidence suggests that those
programs typically lead to better processes of care, but the evidence for improved long-term
health outcomes and cost savings is inconclusive. ... [T]he vendor-run assessments typically do
not meet the requirements of peer-reviewed research ....”
Source: Soeren Mattke et al., "Evidence for the effect of disease management: Is $1 billion a year a good
investment?" American Journal of Managed Care 2007;13:670-676.

Report cards, pay-for-performance
“There has been enough experience to date with pay for performance and transparency to
argue convincingly that neither of these additional mechanisms for compensation physicians will
achieve the goal of most patients to receive high-quality, humane, and affordable care….
[citations omitted]. These mechanisms are not silver bullets; they can enhance performance only
modestly…. In addition, these mechanisms may have unintended consequences. …. If only a few
measures are used in pay-for performance arrangements, clinicians will design particular aspects
of their practice to ensure those measures are achieved, even if it means reducing quality of care
in other practice areas.”
Source: Robert Brook, “Physician compensation, cost, and quality,” Journal of the American Medical
Association 2010, 304;795-796

“Despite … extensive adoption of quality measurement and reporting, little research
examines the effect of public reporting on the delivery of health care, and even less examines
how report cards may improve care. … [T]he potential … negative consequences of public
reporting are largely unexplored.”
Source: Rachel M. Werner and David A. Asch, “The unintended consequences of publicly reporting quality
information,” Journal of the American Medical Association 2005;293:1239-44, 39.

“Performance-based contracting gave providers of substance abuse treatment financial
incentives to treat less severe OSA [Office of Substance Abuse] clients in order to improve their
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performance outcomes. Fewer OSA clients with the greatest severity were treated in outpatient
programs with the implementation of PBC [performance-based contracting].”
Source: Yujing Shen, “Selection incentives in a performance-based contracting system,” Health Services
Research 2003;38:535-552, 535.

“[O]ur results show that report cards [on heart surgeons] led to increased expenditures for
both healthy and sick patients, marginal health benefits for healthy patients, and major adverse
health consequences for sicker patients. Thus, we conclude that report cards reduced our measure
of welfare over the time period of our study” (p. 577). “[M]andatory reporting mechanisms
inevitably give providers the incentive to decline to treat more difficult and complicated
patients” (p. 581). “[M]ore severely ill … patients experienced dramatically worsened health
outcomes.” (p. 583) “Report cards led to a decline in the illness severity of patients receiving
CABG [coronary artery bypass grafts] in New York … relative to patients in states without
report cards” (p. 583).
Source: David Dranove et al., “Is more information better? The effects of ‘report cards’ on health care
providers,” Journal of Political Economy 2003;111:555-588.

“We simulated performance-based payments to Massachusetts practices serving higher
and lower shares of patients from these vulnerable communities in Massachusetts. Typical
practices serving higher shares of vulnerable populations would receive less per practice
compared to others, by estimated amounts of more than $7,000.”
Source: Mark Freidberg et al., “Paying for performance in primary care: Potential impact on practices and
disparities,” Health Affairs 2010;29:925-932, 926.

Electronic medical records
“We analyzed physician survey data on 255,402 ambulatory patient visits…. [p.E1] ….
[N]either EHRs [electronic health records] nor CDS [clinical decision support] was associated
with ambulatory care quality, which was suboptimal for many indicators. We noted no
association between EHR use and care quality for 19 indicators and a positive relationship for
only one indicator. We also found CDS use associated with better quality for only one of 20
quality indicators, refuting our hypothesis that CDS would be associated with improved care
quality.” [p E4]
Source: Max J. Romano and Randall S. Stafford, “Electronic health records and clinical decision support
systems: Impact on national ambulatory care quality,” Archives of Internal Medicine, published online January 24,
2011, doi:10.1001/archinternmed.2010.527.

“We linked data from an annual survey of computerization at approximately 4000
hospitals for the period from 2003 to 2007 with administrative cost data from Medicare Cost
Reports and cost and quality data from the 2008 Dartmouth Health Atlas. We calculated an
overall computerization score and three subscores based on 24 individual computer applications,
including the use of computerized practitioner order entry and electronic medical records. We
analyzed whether more computerized hospitals had lower costs of care or administration, or
better quality…. As currently implemented, hospital computing might modestly improve process
measures of quality but does not reduce administrative or overall costs.”
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Source: David U. Himmelstein et al., “Hospital computing and the costs and quality of care: A national
study,” American Journal of Medicine 2010;123:40-46, 40.

_____________________________________________________________________________________

Appendix C: Five papers promoting Accountable Care Organizations by leading ACO
advocates

This appendix presents citations to, and the abstracts for, five of the most influential
papers on ACOs. The first four papers were co-authored by Elliot Fisher, the most prominent
ACO proponent and the man who coined the phrase “accountable care organization” along with
Medpac chairman Glenn Hackbarth at a November 2006 meeting of Medpac.
The first paper listed was the first of dozens Fisher has written or co-authored on the
subject. It appeared one month after his presentation to the November 2006 Medpac meeting.
Fisher entitled his presentation, “Extended hospital medical staffs,” but when Chairman
Hackbarth referred to the entities as “accountable organizations” in his commentary after
Fisher’s presentation, Fisher said he liked the term. The phrase “extended hospital medical
staffs” quickly disappeared from the lingo of ACO proponents and was replaced by “ACO.”
The other four papers elaborate on Fisher’s vague definition of an ACO. I include the
fifth paper below because it contains what may be the least imprecise definition, as of this date,
of what an ACO is going to be. The fifth paper urges CMS to do what Fisher has done, namely,
to refrain from defining ACOs precisely in order to encourage providers to participate in the
ACO program Congress authorized CMS to set up.
None of these papers can be said to document that ACOs will work as advertised. All that
can be said about them is that they reveal the aspirations of ACO proponents. Revealing
aspirations is, of course, quite different from presenting a clear description of what ACOs will
look like, the mechanisms that will allegedly cut costs and improve quality, and peer-reviewed
evidence supporting the claims made for ACOs.
(1) Elliot Fisher et al., “Creating Accountable Care Organizations: The Extended Hospital Medical
Staff: A new approach to organizing care and ensuring accountability,” Health Affairs 2007:
w44–w57 [published online 5 December 2006; 10.1377/hlthaff.26.1.w44]
Many current policies and approaches to performance measurement and payment reform focus on individual
providers; they risk reinforcing the fragmented care and lack of coordination experienced by patients with serious
illness. In this paper we show that Medicare beneficiaries receive most of their care from relatively coherent local
delivery systems comprising physicians and the hospitals where they work or admit their patients. Efforts to create
accountable care organizations at this level—the extended hospital medical staff—deserve consideration as a
potential means of improving the quality and lowering the cost of care.
==

(2) Elliot Fisher et al., “Fostering accountable health care: Moving forward in Medicare,” Health
Affairs 2009;28:w219-231(Published online 27 January 2009).
To succeed, health care reform must slow spending growth while improving quality. We propose a new approach to
help achieve more integrated and efficient care by fostering local organizational accountability for quality and costs
through performance measurement and “shared savings” payment reform. The approach is practical and feasible: it
is voluntary for providers, builds on current referral patterns, requires no change in benefits or lock-in for
beneficiaries, and offers the possibility of sustained provider incomes even as total costs are constrained. We
simulate the potential expenditure impact and show that significant Medicare savings are possible.
==
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(3) Stephen M. Shortell et al., “How the Center [sic] for Medicare and Medicaid Innovation should
test Accountable Care Organizations,” Health Affairs 2010;29:1293-1298.
Patient Protection and Affordable Care Act establishes a national voluntary program for accountable care
organizations (ACOs) by January 2012 under the auspices of the Centers for Medicare and Medicaid Services
(CMS). The act also creates a Center for Medicare and Medicaid Innovation in the CMS. We propose that the CMS
allow flexibility and tiers in ACOs based on their specific circumstances, such as the degree to which they are or are
not fully integrated systems. Further, we propose that the CMS assume responsibility for ACO provisions and
develop an ordered system for learning how to create and sustain ACOs. Key steps would include setting specific
performance goals, developing
skills and tools that facilitate change, establishing measurement and accountability mechanisms, and supporting
leadership development.
==

(4) Mark McClellan et al., “A national strategy to put accountable care into practice,” Health Affairs
2010;29:982-990.

The concept of accountable care organizations (ACOs) has been set forth in recently enacted national health reform
legislation as a strategy to address current shortcomings in the U.S. health care system. This paper focuses on
implementation issues related to these organizations, building on some initial examples. We seek to clarify
definitions and key principles, provide an update on implementation in the context of other reforms, and address
emerging issues that will affect the organizations’ success. Finally, building on the initial experience of several
organizations that are implementing accountable care and complementary reforms, we propose a national strategy to
identify and expand successful approaches to accountable care implementation.
==

(5) Stephen M. Lieberman and John M. Bertko, “Building operational and regulatory flexibility into
Accountable Care Organizations and ‘shared savings,’” Health Affairs 2011;30:23-31.
The Affordable Care Act created accountable care organizations (ACOs), which will be a new part of Medicare as
of January 2012, together with a “shared savings program” that will modify how these organizations will be paid to
care for patients. Accountable care organizations have the potential to lower costs, improve the quality of care,
facilitate delivery system reform, and promote innovation in health care. The federal government is set to create
rules to regulate these organizations and has broad discretion to allow them to pursue a variety of approaches.
Drawing on experience from some ACO pilot programs and the Medicare Part D prescription drug coverage
program, we argue that regulations governing accountable care organizations should be flexible, encouraging of
diversity and innovation and allowing for changes over time based on lessons learned. We recommend using
regulations as a general framework, while relying on notices and other guidance below the regulatory level to spell
out specific requirements.

_____________________________________________________________________________________

Appendix D: Research on “medical homes” cited by Hsiao et al.
ACO proponents often refer to “medical homes.” It is unclear why. They imply that
“medical homes,” also called “patient-centered medical homes” (PCMHs), use tools that ACOs
will use, that these tools have been shown to work in the hands of PCMHs, and thus these tools
can be expected to work when ACOs use them. It appears, in other words, that ACO proponents
think PCMHs may justifiably be treated as prototypes of ACOs.
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In their February 2011 report to the Vermont legislature, Hsiao et al.14 devoted a section
to PCMHs. They claimed that the research on “patient-centered medical homes” (they called it
“national evidence”) indicates that the effect of these entities on costs ranges from “no
discernable effect [to] savings of up to 20 percent.”15 In support of this claim, they cite four
experiments underway outside of Vermont that are apparently designed to test the ability of
“medical homes” to reduce costs: experiments conducted by Group Health (now an affiliate of
Kaiser Permanente); Geisinger Health System in Pennsylvania; Johns Hopkins and Kaiser
Permanente; and Community Care of North Carolina. For three reasons, it is impossible to draw
firm conclusions from these studies.
First, according to the CBO, research that tested simultaneously all the attributes that
PCMHs are supposed to have has never been done. As the CBO observed in its December 2008
report to Congress on how it would score various reform proposals, it is difficult to predict the
impact of PCMH’s on cost because “[s]tudies that support the medical home’s potential for
reducing spending have not directly assessed a complete version of the approach but rather
certain elements of it.”16 The studies Hsiao et al. reviewed suffer from this defect.
The second reason it is difficult to reach any conclusion based on the four studies Hsiao
et al. reviewed is that all but one (the Johns Hopkins-Kaiser study) failed to take into account
some or all of the intervention costs, that is, the cost of creating and administering PCMHs.
The third reason is that it is impossible to tell where Hsiao et al. found evidence for the
claim that PCMHs can cut costs by any amount, much less 20 percent. None of the four
experiments testing PCMH-like entities that Hsiao et al. reviewed have demonstrated reduced
costs. I review each of these four experiments in the paragraphs below.
Citing a paper by Reid et al., Hsiao et al. reported that the Group Health’s “quasiexperimental PCMH pilot … demonstrated … savings [of] about 2 percent of total
expenditures,” but that this was not statistically significant.17 Moreover, a substantial portion of
the cost of the experiment were not subtracted from the savings (the portion in question was
described by Reid et al. as expenditures on “various system-wide organizational and information
technology improvements that facilitated the medical home”18). Finally, the authors of the paper
by Reid et al. either received salaries from Group Health or received salaries from, and were
shareholders in, Group Health Permanente, the physician group that contracts with Group
Health.
The second experiment with an entity that Hsiao et al. characterized as like a PCMH was
an experiment at clinics affiliated with Johns Hopkins and Kaiser in which a nurse provided
educational services to the sickest and oldest patients of eight primary-care clinics. (It is an
indication of how vague the definition of PCMH is that the simple addition of a nurse to the staff
of a primary care clinic turns the clinic into a PCMH). According to a paper reporting
“preliminary” results on this experiment by Leff et al., the experiment produced a savings of

14

William C. Hsiao et al., Act 128 Health System Reform Design: Achieving Affordable Universal Health
Care in Vermont, February 2011.
15
Hsiao et al., op cit., 51.
16
CBO, op cit., 77.
17
Hsiao et al., op cit., 51.
18
Robert J. Reid et al., “The Group Health medical home at year two: Cost savings, higher patient
satisfaction, and less burnout for providers,” Health Affairs 2010;29:835-843, 841.
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$75,000 per nurse after the first eight months of the experiment. But Leff et al. (and Hsiao et al.)
reported that this difference was not statistically significant.19
The third PCMH-like experiment cited by Hsiao et al. was one conducted by Geisinger
Health System. Hsiao et al. reported that Geisinger’s “PCMH pilot … demonstrated 4-7 percent
savings.” However, the paper they cited cannot be said to have demonstrated anything about a
PCMH pilot. The paper, published by the Commonwealth Fund, merely asserted in passing – in a
single sentence – that Geisinger’s “Provenhealth Navigator” program “contributed to a 7 percent
savings in medical costs….”20 The Commonwealth Fund authors “documented” this sentence
with a paper published in Health Affairs, but an examination of that paper reveals the same
problem: It merely asserted in passing – in a single sentence – that “very preliminary data show
… 7 percent total medical cost savings.”21 The Health Affairs paper made no attempt to
document this claim and offered no evidence on the question of whether the alleged sevenpercent savings took into account the cost of administering the “Navigator” program. The Health
Affairs paper was, moreover, written by three authors, two of whom work for Geisinger and one
of whom (Karen Davis of the Commonwealth Fund) serves on the Geisinger’s board of directors.
The fourth experiment with an entity that Hsiao et al. considered to be a PCMH is one
being conducted by Community Care of North Carolina (CCNC), which is administered by the
Office of Managed Care within North Carolina’s Medicaid program. It is not clear why Hsiao et
al. characterize CCNC as a “statewide PCMH project.”22 According to a paper by Steiner et al.
about CCNC, “A full implementation of the patient-centered medical home, as recently defined
at a national level, has not occurred.”23
Hsiao et al. cited a 2007 letter from a consulting firm, Mercer Human Resources
Consulting Group, to the head of North Carolina’s Office of Managed Care for their conclusion
that CCNC’s PCMH’s saved $230 million in 2005.24 There are three problems with this citation.
First, the Mercer letter indicates Mercer estimated savings only for what Mercer called the
AFDC component of North Carolina’s Medicaid program, not the entire CCNC program.
Second, Mercer’s description of its methodology is short and unacceptably vague.25 Third,
19

Bruce Leff et al., “Guided care and the cost of complex health care: A preliminary report,” American
Journal of Managed Care 2009; 15;555-559. For some reason Hsiao et al. reported that the savings in this
experiment amounted to $113 per member per month. That figure does not appear in the paper by Leff et al.
20
Douglas McCarthy et al., Geisinger Health System: Achieving the Potential of System Integration
Through Innovation, Leadership, Measurement, and Incentives, June 2009, Commonwealth Fund,
http://www.commonwealthfund.org/Content/ Publications/Case-Studies/2009/Jun/Geisinger-Health-SystemAchieving-the-Potential-of-System-Integration.aspx, accessed February 14, 2011.
21
Ronald A. Paulus et al., “Continuous innovation in health care: Implications of the Geisinger
experience,” Health Affairs 2008; 27:1235-1245, 1240.
22
Hsiao et al. op cit., 52.
23
Beat D. Steiner et al., “Community Care of North Carolina: Improving care through community health
networks,” Annals of Family Medicine 2008;6:361-367, 362.
24
Letter from Kevin Lurito, Mercer, to Jeffrey Simms, State of North Carolina, Office of Managed Care,
September 19, 2007, http://www.communitycarenc.com/PDFDocs/Mercer%20SFY05_06.pdf, accessed February
16, 2011.
25
Mercer attempted to compare the actual costs of the women-and-children’s portion of Medicaid in 2005
with what Medicaid’s costs might have been that year if CCNC’s efforts to control costs had not occurred that year.
The most difficult calculation in such a comparison is, obviously, estimating what might have been. Mercer sought
to do that by adding up the costs for a previous period (it appears the historical period they chose was the fiscal
years 2000, 2001, and 2002), and then “trending” those data forward to 2005. How this “trending” was done is
obviously crucial, but Mercer gives no hint as to how they did it. Mercer’s letter says only that they used
“annualized utilization and unit cost trend components.”
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Mercer did not subtract from the alleged savings all the costs of implementing the interventions
that supposedly reduced emergency room use and other types of medical services.26
The intervention costs incurred by CCNC include the cost of hiring more nurses and
other health care professionals, as well as the cost of administering the CCNC program. CCNC’s
administrative costs include the cost of CCNC’s central office and its multiple activities. In their
description of CCNC, Steiner et al. describe a “statewide infrastructure” which provides the
financial support for the 14 networks of primary care providers that make up CCNC, as well as
“other activities, such as analyzing data, convening meetings, and developing protocols.”27
Steiner et al. report that “many networks augment this state support with grants from local and
national organizations.”28 Steiner et al.’s paper is typical of papers about CCNC and other
experiments with PCMH-like entities in that it devotes much attention to CCNC’s efforts to
improve quality and almost no attention (other than citing the Mercer letter) to the cost of doing
that.
The following list of revenue sources for CCNC providers, sources above and beyond the
state’s traditional Medicaid payments, suggests CCNC’s total intervention costs are substantial:
(1) monthly capitation payments of $2.50 per member per month that CCNC pays to
clinics designated as “homes” to cover the cost of “care coordinators”;
(2) $3.00 per-member-per-month payments made by CCNC to the networks to which the
clinics belong to pay for disease management activities;
(3) grants that CCNC makes to clinics and networks or which the clinics or networks
apply for on their own; and
(4) an increase in Medicaid reimbursement for physicians to 95 percent of the Medicare
fee schedule.
This last fact is generally ignored by ACO proponents. Mercer, Hsiao et al., and Steiner
et al., for example, do not mention it. According to a report on CCNC by the American Academy
of Family Physicians, CCNC doctors are paid 95 percent of the Medicare fee schedule.29 It
would seem reasonable to add the additional cost of the higher fees to the cost of CCNC’s
interventions. That was not done by Mercer.
To sum up, even assuming the terms PCMH and ACO have useful definitions, the
“national evidence” on PCMHs that Hsiao et al. present does not support the “prototype”
rationale for invoking PCMHs in support of ACOs. The evidence Hsiao et al. presented did not
support their claim that PCMHs have been shown to save money, much less as much as 20
percent of health care spending.
26

Letter from Kevin Lurito, 2.
Beat D. Steiner et al., “Community Care of North Carolina: Improving care through community health
networks,” Annals of Family Medicine 2008;6:361-367, 362.
28
Ibid., 363.
29
American Academy of Family Physicians, A Provider-led Strategy for Delivering Cost-effective Care to
Medicaid Beneficiaries, June 2006, ii,
http://www.idph.state.ia.us/hcr_committees/common/pdf/medical_home/executive _summary_nc.pdf, accessed
February 15, 2011. This paper states that physicians credit the higher fee schedule with making it possible to
participate in CCNC. Here is a quote from the paper: “Primary care physicians interviewed reported their Medicaid
patients received overall better care, and caring for Medicaid patients was more desirable, due to their participation
in CCNC, particularly for the following reasons: Added services of case managers; added pmpm [per member per
month] care management fee [of $2.50 pmpm] and enhanced Medicaid fee-for-service payment (95% of the
Medicare fee schedule)….” (iii)
27
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The United States has been singularly unsuccessful at
controlling health care spending. During the past four
decades, American policymakers and analysts have
embraced an ever changing array of panaceas to control
costs, including managed care, consumer-directed
health care, and most recently, delivery system reform
and value-based purchasing. Past panaceas have gone
through a cycle of excessive hope followed by disappointment at their failure to rein in medical care spending. We
argue that accountable care organizations, medical
homes, and similar ideas in vogue today could repeat
this pattern. We explain why the United States persistently pursues health policy fads—despite their poor
record—and how the promotion of panaceas obscures
critical debate about controlling health care costs.
Americans spend too much time on the quest for the
“holy grail”—a reform that will decisively curtail spending
while simultaneously improving quality of care—and too
little time learning from the experiences of others.
Reliable cost control does not, contrary to conventional
wisdom, require fundamental delivery system reform or
an end to fee-for-service payment. It does require the U.
S. to emulate the lessons of other nations that have been
more successful at limiting spending through budgeting,
systemwide fee schedules, and concentrated purchasing.
KEY WORDS: health reform; accountable care organizations; cost
control.
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United States has the most expensive medical care
T hesystem
in the world by a large margin, with per capita

expenditures of $7960 in 2009.1 Moreover, despite a recent
slowdown due largely to the recession’s impact, the U.S. is
projected to spend over $30 trillion on medical care in the
coming decade.2 Over four decades after President Richard
Nixon declared a cost crisis, the United States has yet to get
a firm grip on rising medical care costs.
Received February 1, 2012
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The failure to control health care spending has been
accompanied by a distinctive dynamic. Since the 1970s,
American policymakers and policy analysts have relentlessly
searched for the “the Big Fix,”3 a reform that will decisively
rein in spending and simultaneously improve the coordination
and quality of medical care. The combination of these
ambitious goals and our dismal record of cost containment
has not diminished the health policy community’s endless
enthusiasm for the latest fad. We have run through a truly
staggering list of proposed panaceas: Health Maintenance
Organizations (HMOs), Preferred Provider Organizations
(PPOs), managed care, capitation, integrated delivery systems,
health savings accounts (HSAs) and consumer-directed care,
pay for performance (P4P), health information technology
(HIT), comparative effectiveness research (CER) and much
more. Now, bundled payment, value-based purchasing,
patient-centered medical homes, and accountable care organizations (ACOs) have emerged as the solutions of the day,
propelled forward by the 2010 Patient Protection and
Affordable Care Act (ACA) and by private sector initiatives.
Reforms aimed at slowing health care spending have
encompassed (and often combined) a range of organizational (HMOs, ACOs), financial (bundling, HSAs, P4P,
ACOs), and informational (HIT, CER) approaches. Some
reforms have called for more patient cost-sharing, others for
tighter control of medical services by health plans, and still
others for more evidence to guide medical decision-making.
Thus the U.S. has moved rhetorically from the era of
managed care to consumer-directed health care and now
into the era of value purchasing and delivery system reform.
The range of available ideas is evidently narrow enough that
we are now repeating fads—yesterday’s conviction that
capitation held the key to stemming the tide of rising costs
is reborn in today’s faith in bundling while integrated
delivery systems and HMOs have morphed into ACOs.4

THE SEARCH FOR THE HOLY GRAIL

Fads in American health policy come and go so quickly that
there is too little reflection about their origins, effects, and
whether any are actually effective approaches to controlling
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health care spending. Why do American analysts keep
searching for the Holy Grail in health policy and what
impact has that quest had on our medical care? American
health policy is dominated by the search for these policies
largely because of their political appeal. Reform labels
promise to modernize and rationalize the health care system.
Who can oppose the march of progress to replace paper
medical records or our ostensibly antiquated fee-for-service
payment arrangements? How can anyone oppose reforms
that promise to curb medical spending and yet improve
health outcomes? Indeed, because panaceas promise to
moderate spending by reducing ineffective care, improving
coordination, and keeping people healthy, such policies offer
the prospect of painless cost control.5
That is powerfully alluring for politicians who want to
avoid the conflict associated with policies such as imposing
budgetary caps, limiting payments, restricting the availability
of services, or cutting benefits. Further, if new organizations
can be created to handle the task of making the difficult
choices, or if new payment tools can be adopted that
automatically unleash the right incentives, politicians can
avoid blame for unpopular decisions. Innovation and its
promise to enhance efficiency is an appealing substitute for
policy realism and political will.
Many of these reform ideas are framed in ways that
makes rational criticism seem implausible. Few will defend
“medical homelessness” or argue that the U.S. medical care
system needs less coordinated care. Indeed, a key characteristic of many reforms is that their descriptive labels are
not actually descriptive, but instead comprise persuasive
definitions.6 We used to label health care organizations by
their primary characteristics; Kaiser Permanente was accurately known as a “prepaid group practice.” But beginning
with the Nixon administration’s campaign to promote
Health Maintenance Organizations in the 1970s, policymakers and analysts increasingly started to label organizations and policies more by their aspirations, rather than by
their substantive characteristics. “Managed care” and
“patient-centered medical homes” exemplify such marketing slogans, terms that imply success by their very use. Yet
many so-called managed care plans actually don’t do much
to manage care.7 And whether a health care institution is
“patient centered” is an empirical question (assuming we
could agree on a definition of what it means to be patientcentered). In other words, the language used to describe
many health reforms is meant to convince rather than to
describe and explain, and that obscures realistic assessments
of their appeal and impact.
Another reason that Americans look for the “big fix” is the
absence of a coherent national health system. In most
industrialized democracies, health care spending is controlled
“upstream” through budgeting, fee schedules, and systemwide
limits on medical capacity. But adopting such measures in the
U.S. political system has been and remains extraordinarily
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difficult. Restraining spending requires reducing the income
of health care providers who historically have been effective
at resisting robust cost controls.8 In addition, government
measures to reduce spending growth invite charges of
rationing that tap into many Americans’ distrust of government—recall the hysteria over mythical “death panels” during
the 2009-2010 health care reform debate. And America’s
fragmented political institutions give opponents multiple
chances to defeat or weaken proposals to limit spending.
In fact, the U.S. has not had a national health system at
all and consequently, cost containment efforts often focus
“downstream” to regulate the costs of individual medical
encounters.9 These efforts are typically led by individual
employers and health plans, actors that by definition cannot
pursue systemwide solutions. Our enthusiasm for innovative and organizational solutions to cost containment is,
then, partly a product of our political incapacity to produce
universal health insurance. Belief in “American exceptionalism”—that as a nation we are too different culturally,
socially, and politically to learn from other countries—has
reinforced America’s tendency to look inward for solutions
to control health care spending.

Problems with Panaceas
There are five major problems with the endless search for
cost control panaceas. The first is that the yearning for a
transcendent solution inevitably produces a cycle of
exaggerated expectations, followed by deep disappointment. The problem, as Bruce Vladeck argues, begins when
a “modestly successful innovation is hyped as the unique
and unitary solution to some complex, persistent problem.”10
Thus many policy analysts celebrated the rise of managed
care during the early to mid-1990s as the solution to
America’s health care spending problem. But as health care
costs started to accelerate again, analysts quickly turned to
writing managed care’s obituary.
Similarly, it will be difficult for ACOs to meet the lofty
expectations that now surround them. ACO euphoria is
evident in Ezekiel Emanuel and Jeffrey Liebman’s foolhardy prediction that “By 2020, the American health insurance
industry will be extinct,” replaced entirely by ACOs.11
Given the hype about their transformational impact, it is
worth remembering the Centers for Medicare and Medicaid
Services (CMS) median estimate that the ACO Shared
Savings Program will reduce federal government spending
on Medicare by only a total of $470 million during 201215, a tiny fraction of total program expenditures.12
Moreover, a recent review by the Congressional Budget
Office of disease management, care coordination, and
value-based payment demonstrations—all ideas currently
touted as solutions to Medicare’s financing challenges—
found that “most programs have not reduced Medicare
spending.”13
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Second, because we invest so much hope and faith in
new solutions, and because persuasive labels make these
ideas appear self-evidently right, the real-world challenges
in making policies work are commonly overlooked.
Aspirations are undercut by implementation problems,
unanticipated outcomes and political constraints. Managed
care triggered backlash from providers and patients.
Supposedly the least effective form of managed care—
PPOs—surprisingly emerged as the victor in the market by
the beginning of the 2000s.14 ACOs may enhance integration of some providers and foster better coordination of
some care. But the incentives to create ACOs may also lead
to greater consolidation of health care providers and to
hospitals purchasing physician practices, both of which
could raise overall health spending.15
A third problem is generalizability. The enthusiasm for
particular reforms often stems from positive results in a
particular geographic and institutional settings: Kaiser
Permanente, the Palo Alto clinic and the Mayo Clinic were
held up as exemplars in the past, today they are joined by
the Veterans Administration, Geisenger, and Intermountain.
These institutions have in many cases produced impressive
results. But the success of any particular institution does not
imply that its performance can be extrapolated to the whole
of American medicine. The difficulties Kasier has had in
making its model work outside of its traditional regions
illustrates this point.16 And the VA has a level of
organizational centralization that is not found in most other
areas of American medicine. Creating new types of
organizations is extraordinarily difficult and replicating
them across different institutional, political, economic and
geographic settings is even more so.17
A fourth problem is that these reform ideas usually focus
on reducing the utilization of medical services. There are, to
be sure, many instances of low-value medical care in the U.
S. worth reducing.18,19 And in the past decade, increases in
Medicare expenditures on physician services have been
driven mostly by growth in service volume and intensity.20
But a predominant focus on utilization diverts us from other
important sources of high health care spending.21–23 The
difference between Canadian and American spending on
hospital and physician care, according to a recent study, is
mostly explained by prices and administrative expenses,
reflecting the lower costs of Canada’s single-payer system.24
Only 14% of the difference is attributable to higher
utilization of medical services in the U.S. Yet American
policy analysts continue to focus on ways to limit excessive
utilization, while giving comparatively short shrift to
policies—such as all-payer reform—that could lower
prices and administrative costs.
The final and most serious problem is that the American
quest for cost control fads hasn’t worked—which helps
explain why the U.S. keeps searching for more panaceas.
Medical care spending did slow for a time during the

managed care era but, emblematic of the issues described
above, much of that slowdown was attributable to price
restraints.25 Still, the overall record of health care cost
control in the U.S. is dismal. That doesn’t mean that the
latest fad of delivery system reform is a bad thing. Perhaps
these and other reform ideas currently in vogue will
produce some savings. But even if they don’t reduce
spending, reforms that encourage ACOs and medical homes
will be worthwhile if they improve the delivery and quality
of care, and patient outcomes. Cost savings should not be
the only metric by which we judge the desirability of health
care reforms.

Emulation, Not Innovation
We do not know how far ACOs will spread or what
impact they, medical homes or other delivery system
reforms will have on health care spending. But our history
of failed cost control offers sobering lessons about
exaggerated expectations, the limits of organizational
reforms, and the recurring temptation to oversell reform
ideas like ACOs as panaceas and the harbingers of a new,
radically transformed, and vastly improved health care
system. Such ideas should be seen as supplements, rather
than the basis for a national strategy of health care cost
control.
We believe that the U.S. needs less innovation and more
emulation.26 That is, in order to control costs effectively
Americans should focus less on (re)inventing the latest
delivery system or payment method, and instead pay more
attention to what other countries do to slow health care
spending.27 Global budgets, fee schedules, systemwide
payment rules, and concentrated purchasing power may
not be modern, exciting or “transformational”. But they
have the advantage of working.
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ABSTRACT
BACKGROUND: Many believe that computerization will improve health care quality, reduce costs, and
increase administrative efficiency. However, no previous studies have examined computerization’s cost
and quality impacts at a diverse national sample of hospitals.
METHODS: We linked data from an annual survey of computerization at approximately 4000 hospitals for
the period from 2003 to 2007 with administrative cost data from Medicare Cost Reports and cost and
quality data from the 2008 Dartmouth Health Atlas. We calculated an overall computerization score and
3 subscores based on 24 individual computer applications, including the use of computerized practitioner
order entry and electronic medical records. We analyzed whether more computerized hospitals had lower
costs of care or administration, or better quality. We also compared hospitals included on a list of the “100
Most Wired” with others.
RESULTS: More computerized hospitals had higher total costs in bivariate analyses (r  0.06, P  .001) but
not multivariate analyses (P  .69). Neither overall computerization scores nor subscores were consistently
related to administrative costs, but hospitals that increased computerization faster had more rapid administrative cost increases (P  .0001). Higher overall computerization scores correlated weakly with better
quality scores for acute myocardial infarction (r  0.07, P  .003), but not for heart failure, pneumonia, or
the 3 conditions combined. In multivariate analyses, more computerized hospitals had slightly better
quality. Hospitals on the “Most Wired” list performed no better than others on quality, costs, or
administrative costs.
CONCLUSION: As currently implemented, hospital computing might modestly improve process measures
of quality but does not reduce administrative or overall costs.
© 2010 Elsevier Inc. All rights reserved. • The American Journal of Medicine (2010) 123, 40-46
KEYWORDS: Hospital costs; Hospital quality; Information systems

Enthusiasm for health information technology spans the
political spectrum, from Barack Obama to Newt Gingrich.
Congress is pouring $19 billion into it. Health reformers of
many stripes see computerization as a painless solution to
the most vexing health policy problems, allowing simultaneous quality improvement and cost reduction.
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Such optimism is not new. In the 1960s and 1970s,
16-mm films from IBM and the Lockheed Corporation
touted hospital computing systems as a means to reduce
paperwork and improve care.1,2 By the 1990s, opinion leaders confidently predicted the rapid adoption and substantial
benefits of computerized patient records,3,4 including massive administrative savings.5,6
In 2005, one team of analysts projected annual savings of
$77.8 billion,7 whereas another foresaw more than $81
billion in savings plus substantial health gains8 from the
nationwide adoption of optimal computerization. Today, the
federal government’s health information technology website states (without reference) that “Broad use of health IT
will: improve health care quality; prevent medical errors;
reduce health care costs; increase administrative efficien-
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psychiatric), location by state, urban/rural location, and
cies; decrease paperwork; and expand access to affordable
teaching status. We calculated administration’s share of
care.”9
each hospital’s total costs as previously described.14,15 The
Unfortunately, these attractive claims rest on scant data.
A 2006 report prepared for the Agency for Healthcare
0.18% of hospitals whose cost reports showed implausible
Research and Quality,10 as well an exhaustive systematic
figures (5% or 80%) for the proportion spent on adminreview,11 found some evidence for
istration were treated as missing
cost and quality benefits of comvalues.
puterization at a few institutions,
The 2008 Dartmouth Atlas16
CLINICAL
SIGNIFICANCE
but little evidence of generalizreports 4 quality scores based on
ability. Recent Congressional
Medicare patients cared for from
● Hospital computerization has not, thus
Budget Office reviews have been
2001 to 2005 with pneumonia,
far, achieved savings on clinical or adequally skeptical, citing the slim
congestive heart failure, or acute
ministrative costs.
and inconsistent evidence base.12,13
myocardial infarction,17 as well as
● More computerized hospitals might
As these reviews note, no previous
a composite quality score. It also
have a slight quality advantage for
studies have examined the cost
includes data on each hospital’s
and quality impacts of computeraverage costs, both inpatient and
some conditions.
ization at a diverse national samoutpatient, for Medicare patients
● No reliable data support claims of costple of hospitals.
during the last 2 years of life. The
savings or dramatic quality improvemethods used to develop these esment from electronic medical records.
timates have been described.18
MATERIALS AND METHODS
We linked our 3 data sources
using
Medicare Provider NumData Sources
bers.
Table
2
displays
the
number
of hospitals included in
We analyzed data from 3 sources: the Healthcare Informathe
HIMSS
and
Dartmouth
data
for
each year, as well as the
tion and Management Systems Society (HIMSS) Analytics
annual survey of hospitals’ computerization; the Medicare
Cost Reports submitted to the Centers for Medicare and
Medicaid Services; and the 2008 Dartmouth Health Atlas,
which compiles Centers for Medicare and Medicaid Services data on the costs and quality of care that hospitals
deliver to Medicare patients.
We used HIMSS surveys for the years 2003 to 2007 to
assess the degree of hospital computerization. The survey’s
methods underwent changes in 2005. It annually queries
approximately 4000 hospitals on the implementation of specific computer applications. It is the largest and most comprehensive longitudinal source of information regarding
hospitals’ adoption of information technology.
To quantify each hospital’s computerization, we created
a score (range, 0-1.00) by summing the number of computer
applications reported as fully implemented and dividing by
the number of applications for which data were available (a
maximum of 24 applications for 2005-2007, 21 applications
for 2003-2004). We used similar methods to calculate 3
subscores indicative of the degree of computerization in 3
domains: clinical, patient-related administration, and other
administration. Finally, we examined the impact of 2 individual applications generally thought key to improving
quality and efficiency: electronic medical records and computerized practitioner order entry. Table 1 displays a list of
all applications in the HIMSS surveys and our subscore
classification scheme.
We used Medicare Cost Reports available from Centers
for Medicare and Medicaid Services as of January 1, 2009,
to calculate hospitals’ administrative costs for each year
from 2003 to 2007 and to establish hospitals’ ownership
(nonprofit, investor owned, or public), type (eg, acute care,

Table 1 Computer Applications Used to Construct Overall
Computerization Score and Subscores, 2003-2007
Clinical applications subscore (8 applications)
Clinical data repository
Computerized practitioner order entryb
Data warehousing and mining, clinicala
Electronic medical recordb
Laboratory information system
Nursing documentation
Order entry
Physician documentation
Administrative applications (patient-related) subscore (4
applications)
Nurse acuitya
Nurse staffing scheduling
Patient billing
Patient scheduling
Administrative applications (other) subscore (12 applications)
Budgeting
Case mix management
Cost accounting
Credit collections
Eligibility
Data warehousing and mining, financiala
Electronic data interchange
Executive information system
General ledger
Materials management
Personnel management
Staff scheduling
a

Category not included in 2003 and 2004 HIMSS surveys.
Applications also were analyzed individually.

b
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Table 2 Number of Hospitals Included in Healthcare Information and Management Systems Society Survey of Computerization and
Dartmouth Atlas Cost/Quality Data, and Numbers Matched with Medicare Cost Reports, 2003-2007

Year

HIMSS
Survey*

HIMSS  Medicare
Cost Report†

Dartmouth
Cost and
Quality Data‡

Cost and
Quality Data 
HIMSS§

Dartmouth Cost and
Quality Data  Medicare
Cost Report

2003
2004
2005
2006
2007

3803
3881
3816
4025
4744

3486
3724
3565
3620
2596¶

NA
NA
3089
NA
NA

NA
NA
2641
NA
NA

NA
NA
3010
NA
NA

HIMSS  Healthcare Information and Management Systems Society; NA  not available.
*Number of hospitals with valid data available from HIMSS survey.
†Number of hospitals with valid data available from both HIMSS survey and Medicare Cost Report.
‡Number of hospitals with valid quality and cost of care data from Dartmouth Health Atlas.
§Number of hospitals with valid data available from both Dartmouth Health Atlas and HIMSS survey.
Number of hospitals with valid data available from HIMSS survey and Medicare Cost Report and Dartmouth Health Atlas.
¶Centers for Medicare and Medicaid Services had released data from 2007 Medicare Cost Reports for approximately half of all hospitals by January 1,
2009.

number that we were able to match to a Medicare Cost
Report. The hospitals included in the computerization
(HIMSS) and cost/quality databases (Dartmouth Atlas)
were more likely than other hospitals to be urban, teaching,
and nonprofit; virtually all were short-term general hospitals. Hospitals in the Dartmouth database were larger than
average.
Finally, we compared costs and quality of hospitals at the
cutting edge of computerization (as indicated by their inclusion on the “100 Most Wired List” compiled by Hospital
and Health Networks magazine for 2005 and 200719,20) with
those of other hospitals.

Statistical Analyses
We first examined bivariate (Pearson) correlations between
each hospital’s overall computerization score (as well as
each of the 3 computerization subscores and the adoption of
electronic medical records and computerized physician order entry individually) and the proportion of spending devoted to administration (calculated from Medicare Cost
Reports) for each year from 2003 to 2007. To assess lagged
effects, we examined whether computerization in 2003 was
correlated with administrative costs in 2007. Finally, we
determined whether longitudinal changes in any measure of
computerization between 2003 and 2007 correlated with
changes in administrative costs. We also analyzed the
correlation between each hospital’s measures of computerization in 2005 and its quality scores and Medicare
costs.
We then used multiple linear regression to ascertain
predictors of hospital administrative costs for each year
between 2003 and 2007 and the change in administrative
costs between 2003 and 2007, as well as quality scores and
Medicare costs (2005 only). In these analyses, we controlled
for hospital ownership and type, bed size, teaching status,
urban/rural location, and location by state. The parameter
estimates from these analyses estimate the change in cost,

quality score, or administration’s share of hospital spending
if a hospital moved from no implementation of the computer
application(s) to complete implementation. Given the large
number of comparisons, we consider findings significant
only if the P value is less than .01.

RESULTS
Hospital computerization increased between 2003 and 2004
and from 2005 to 2007. Data discontinuity precluded analysis of changes between 2004 and 2005. By 2007, the
average hospital in the HIMSS survey had implemented
64% of the 24 surveyed computer applications, although
only 23% had implemented computerized physician order
entry. Larger urban and teaching hospitals were more computerized, whereas public hospitals were less computerized.
As expected, hospitals on the “Most Wired” lists reported
higher than average computerization in the HIMSS survey
(P  .0001 in both years).
Hospitals’ administrative costs increased slightly but
steadily, from 24.4% in 2003 to 24.9% in 2007 (P  .0001).
Higher administrative costs were associated with for-profit
ownership, smaller size, non-teaching status, and urban location. Psychiatric hospitals had higher administrative costs
than acute care hospitals. There was no association between
administrative costs and any quality measure. Higher administrative costs weakly predicted higher total Medicare
spending (r  0.09, P  .0001), inpatient spending (r 
0.06, P  .0007), and outpatient spending (r  0.07, P 
.0001).
The average composite quality score for US hospitals
was 86.1, whereas the average scores for acute myocardial
infarction, congestive heart failure, and pneumonia were
92.3, 86.9, and 78.5, respectively. Larger hospitals and
those with teaching programs scored higher on quality, and
for-profit hospitals scored lower.
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Table 3 Relationship Between Each Hospital’s Level of Computerization and Administrative Costs as a Share of Total Costs,
2003-2007
2003

2004

Bivariate correlations with
proportion spent on
administration (P value)
Overall computerization score 0.005 (.75) 0.04 (.02)
Subscores:
Clinical systems
0.02 (.25) 0.04 (.02)
Administrative systems
0.01 (.39) 0.06 (.0001)
(patient related)
Administrative systems
0.01 (.47) 0.02 (.35)
(other)
Multivariate parameter estimates
(and P values) for relationship
between computerization and
proportion spent on
administrationb
Overall computerization score 0.003 (.71) 0.009 (.15)
Subscores:
Clinical systems
0.005 (.18) 0.006 (.14)
Administrative systems
0.005 (.44) 0.01 (.14)
(patient related)
Administrative systems
0.001 (.81) 0.003 (.52)
(other)

2005

0.02 (.20)
0.03 (.04)
0.007 (.69)

2006

0.03 (.12)

2007

0.009 (.66)

0.05 (.004) 0.02 (.25)
0.01 (.49) 0.009 (.66)

0.005 (.77)

0.008 (.96)

0.02 (.39)

0.003 (.67)

0.001 (.86)

0.01 (.24)

0.002 (.71) 0.006 (.13)
0.001 (.81) 0.0006 (.91)
0.002 (.71)

0.008 (.15)

Change, 2003-2007a

0.09 (.0001)
0.06 (.014)
0.03 (.21)
0.08 (.0005)

0.02 (.002)

0.006 (.26) 0.005 (.22)
0.003 (.64) 0.005 (.34)
0.009 (.21)

0.02 (.0008)

a

Relationship between change in administration’s share of hospital’s total costs and change in its computerization score, 2003-2007.
Controlling for teaching status, number of beds, urban/rural location, ownership (for-profit, private nonprofit, or public), state, and hospital type (eg,
acute care, psychiatric).
b

Administrative Costs and Computerization
Table 3 displays the bivariate and multivariate relationships
between computerization and administrative costs for each
year, as well as the longitudinal relationship between
change in computerization and change in administrative
costs.
In bivariate analyses, overall computerization score
showed no correlation with administrative costs (P  .02 for
comparisons in each of the 5 years). None of the 3 computerization subscores or 2 individual applications (electronic medical records or computerized physician order entry, data not shown) were consistently associated with
administrative costs. However, in 2004 alone, one subscore,
patient-related administrative tasks, was associated with
lower administrative costs (r  0.06, P  .0001), as was
the use of computerized physician order entry in 2004
(r  0.06, P  .001), 2005 (r  0.05, P  .002), and
2006 (r  0.05, P  .002); greater computerization of
clinical functions in 2006 (r  0.05, P  .004); and electronic medical records in 2006 (r  0.048, P  .004). Between 2003 and 2007, a more rapid increase in computerization was associated with a faster increase in
administrative costs (r  0.09, P  .0001).
In multivariate analysis, neither overall computerization
nor any of the subscores were associated with administrative costs in any year. The use of electronic medical records
was associated with higher administrative costs in a single

year, 2007 (parameter estimate  .004, P  .007). In contrast with the bivariate findings, the use of computerized
physician order entry was nonsignificantly associated with
higher administrative costs in all years. As in the bivariate
longitudinal analysis, between 2003 and 2007, a more rapid
increase in computerization was associated with a faster
increase in administrative costs. We found no evidence of
lagged effects; computerization in 2003 did not predict
administrative costs in 2007 (P  .71). Administrative costs
of hospitals on the “Most Wired” list did not differ from
those of other hospitals in 2005 (P  .96) or 2007 (P  .78).

Quality Measures and Computerization
In bivariate analyses, higher overall computerization scores
correlated with better quality scores for acute myocardial
infarction (r  0.07, P  .003) but not for congestive heart
failure or pneumonia, or for the composite quality score.
On multivariate analysis (Table 4), there was a trend
toward computerization predicting higher quality. Hospitals
with higher overall computing scores had slightly better
composite quality (parameter estimate  2.365, P  .013),
as did hospitals with higher subscores for clinical systems,
and patient-related administrative systems. Both the use of
electronic medical records and computerized order entry
predicted higher composite quality scores. More computerized hospitals scored higher on care of acute myocardial
infarction, but not on pneumonia or heart failure. Hospitals
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Overall Costs and Computerization
In bivariate analysis, overall computerization score was
associated with higher total Medicare spending (r  0.06,
P  .001), as well as spending for imaging (r  0.09,
P  .0001), outpatient care (r  0.13, P  .0001), and diagnostic testing (r  0.09, P  .0001).
In multivariate models (Table 4), overall computerization was not associated with overall Medicare spending
(parameter estimate  $612, P  .69) or individual components of spending (data not shown). The computerization
subscores were inconsistently associated with expenditures.
Costs at hospitals on the “Most Wired” list did not differ
from those at other hospitals (parameter estimate  $324,
P  .77).
Models control for teaching status, number of beds, urban/rural location, ownership (for-profit, private nonprofit, or public) and state.

0.24 (.055)
0.51 (.002)
0.35 (.04)
0.95 (.0001)
0.001 (.25)
0.0009 (.44)
$134 (.50)
$284 (.28)

0.32 (.008)
0.41 (.009)

0.38 (.04)
0.032 (.89)

1.62 (.054)
0.13 (.91)
0.002 (.71)
$243 (.85)

1.12 (.17)

1.05 (.39)

1.82 (.003)
2.00 (.004)
1.77 (.04)
0.96 (.31)
0.002 (.71)
0.001 (.81)
$1154 (.24)
$4764 (.0001)

1.39 (.02)
1.57 (.02)

0.45 (.61)
1.51 (.13)

3.29 (.0007)
1.93 (.15)
0.0027 (.67)

Overall computerization
score
Clinical systems subscore
Administrative systems
(patient-related)
subscore
Administrative systems
(other) subscore
Electronic medical record
Practitioner order entry

$612 (.69)

2.36 (.013)

1.36 (.34)

Acute Myocardial Infarction
Quality Score Parameter
Estimate (P Value)

on the “Most Wired” list showed a weak trend toward
higher composite quality (parameter estimate  1.032,
P  .08).

Congestive Heart Failure
Quality Score Parameter
Estimate (P Value)
Pneumonia Quality
Score Parameter
Estimate (P Value)
Composite Quality
Score Parameter
Estimate (P Value)
Administration as Share of
Hospital Budget Parameter
Estimate (P Value)
Total Cost Parameter
Estimate (P Value)
Computerization Variable

Table 4

Relationship of Hospitals’ Computerization to Quality Scores, Total Costs, and Administrative Costs in Multivariate Models, 2005

44

DISCUSSION
We found no evidence that computerization has lowered
costs or streamlined administration. Although bivariate
analyses found higher costs at more computerized hospitals,
multivariate analyses found no association. For administrative costs, neither bivariate nor multivariate analyses
showed a consistent relationship to computerization. Although computerized physician order entry was associated
with lower administrative costs in some years on bivariate
analysis, no such association remained after adjustment for
confounders. Moreover, hospitals that increased their computerization more rapidly had larger increases in administrative costs. More encouragingly, greater use of information technology was associated with a consistent though
small increase in quality scores.
We used a variety of analytic strategies to search for
evidence that computerization might be cost-saving. In
cross-sectional analyses, we examined whether more computerized hospitals had lower costs or more efficient administration in any of the 5 years. We also looked for lagged
effects, that is, whether cost-savings might emerge after the
implementation of computerized systems. We looked for
subgroups of computer applications, as well as individual
applications, that might result in savings. None of these
hypotheses were borne out. Even the select group of hospitals at the cutting edge of computerization showed neither
cost nor efficiency advantages. Our longitudinal analysis
suggests that computerization may actually increase administrative costs, at least in the near term.
The modest quality advantages associated with computerization are difficult to interpret. The quality scores reflect
processes of care rather than outcomes; more information
technology may merely improve scores without actually
improving care, for example, by facilitating documentation
of allowable exceptions.
Recent reviews have concluded that custom-built systems at 3 academic centers and at Veterans Administration
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hospitals have improved quality and decreased use (mostly
of diagnostic tests).10,11 In contrast, they found less evidence for positive effects beyond these 4 institutions and no
reliable data to support claims for savings on costs or
clinician time. Some decision support systems have improved practitioner performance, but their impact on patient
outcomes remains uncertain.21
A recent study of 41 Texas hospitals found that hospitals
with computerized physician order entry had lower mortality for coronary artery surgery but not for other conditions.22 Facilities with automated decision support had
lower costs. The impact of computerization on complication
rates and length of stay was inconsistent. At Kaiser Permanente in Hawaii, implementation of an electronic medical
record increased operational efficiency, defined as a decrease in outpatient visits and increase in phone and e-mail
consultations.23
In other settings, computerization has yielded mixed results.24 In a national study, electronic medical records were
not associated with better quality ambulatory care.25 Prescribing errors were no lower at outpatient practices with
computerized prescribing,26 and adverse events from medication errors persisted at a highly computerized hospital
with computerized physician order entry.27 A leading computerized physician order entry system sometimes facilitated medication errors,28 and the introduction of such a
system was linked to an increase in mortality at one children’s hospital29 but not at another.30
Although optimal computerization probably improves
quality, it remains unclear whether the systems currently
deployed in most hospitals achieve such improvement.
Even the business case for hospital computerization is uncertain. On the plus side, a 2001 study found that hospitals
with integrated information systems were more profitable.31
Florida hospitals using more information technology had
higher revenues and incomes, but higher expenses.32 A
literature review found that the use of an electronic medical
record often increases billings but reduces provider productivity by increasing time spent on documentation.33 Error
reduction was inconsistent, and the author found no evidence for savings or decreased malpractice premiums.
The data we used for our analysis appear reasonably
robust. Our total cost measure sums expenditures across
sites, outpatient and inpatient, for patients who received the
bulk of their care at each hospital. Thus, they should reflect
any savings from improved coordination of care and the
avoidance of duplicate tests, the type of waste that computerization might be expected to curtail.
Medicare Cost Reports provide reliable and detailed hospital financial data covering most non-federal US hospitals
and are subject to extensive audit. Estimates of administrative expenses based on these cost reports jibe well with
labor-force data34 and regulatory data from California.35
The HIMSS survey provides the only available longitudinal data on computerization for a large sample of US
hospitals. Its sponsoring organization is the largest health
information technology professional group, reinforcing re-
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spondents’ motivation to provide accurate data. Moreover,
HIMSS scores correlated highly with inclusion on the
“Most Wired” list in both 2005 and 2007. A 2008 crosssectional survey that used more stringent definitions of
computerization adoption found lower levels of implementation.36 Even if the HIMSS survey provides an imperfect
measure of computerization, the lack of cost and efficiency
differences between hospitals at the extremes of computerization suggests that its salutary effects cannot be large.
Why has information technology failed to decrease administrative or total costs? Three interpretations of our findings seem plausible. First, perhaps computerization cannot
decrease costs because savings are offset by the expense of
purchasing and maintaining the computer system itself. Although information technology has improved efficiency in
some industries (eg, telecommunications ), it has actually
increased costs in others, such as retail banking.37
Second, computerization may eventually yield cost and
efficiency gains, but only at a more advanced stage than
achieved by even the 100 “Most Wired” hospitals.
Finally, we believe that the computer’s potential to improve efficiency is unrealized because the commercial marketplace does not favor optimal products. Coding and other
reimbursement-driven documentation might take precedence over efficiency and the encouragement of clinical
parsimony. The largest computer success story has occurred
at Veterans Administration hospitals where global budgets
obviate the need for most billing and internal cost accounting, and minimize commercial pressures.

CONCLUSIONS
Whatever the explanation, as currently implemented, health
information technology has a modest impact on process
measures of quality, but no impact on administrative efficiency or overall costs. Predictions of cost-savings and
efficiency improvements from the widespread adoption of
computers are premature at best.

ACKNOWLEDGMENT
HIMSS Analytics provided data free of charge but played
no role in the analysis or interpretation of the data.

References
1. IBM film. Available at: http://www.youtube.com/watch?vtaiKlIc6uk&eurlhttp%3A%2F%2Fvideo%2Egoogle%2Ecom%
2Fvideosearch%3Fq%3D1961%2Belectronic%2Bmedical%2Brecords%
26hl%3Den%26emb%3D0%26aq%3Df&featureplayer_embedded.
Accessed June 29, 2009.
2. Barrett JP, Barnum RA, Gordon BB, Pesut RN. Final Report on the
Evaluation of the Implementation of a Medical Information System in
a General Community Hospital. Pub. no. NTIS PB248340. Columbus,
OH: Battelle Columbus Labs; 1975.
3. Committee on Improving the Patient Record: Institute of Medicine.
The Computer-Based Patient Record. Washington, DC: National Academy Press; 1991.
4. Toward a National Health Information Infrastructure. Report of the
Work Group on Computerization of Patient Records to the Secretary of

265

46

5.
6.

7.

8.

9.
10.

11.

12.

13.

14.
15.

16.

17.

18.

19.

20.

The American Journal of Medicine, Vol 123, No 1, January 2010
the US Department of Health and Human Services. US Department of
Health and Human Services, Washington, DC. April 1993.
Moore JD Jr. Huge savings expected from new EDI standards. Mod
Healthc. 1996;26:18-19.
Workgroup for Electronic Data Interchange. 1993 Report. Available
at: http://www.wedi.org/public/articles/full1993report.doc. Accessed
January 15, 2009.
Walker J, Pan E, Johnston D, et al. The value of health care information exchange and interoperability. Health Affairs, Web Exclusive
January 19, 2005. Available at: http://content.healthaffairs.org/cgi/
reprint/hlthaff.w5.10v1. Accessed January 30, 2009.
Hillestad R, Bigelow J, Bower A, et al. Can electronic medical record
systems transform health care? Potential health benefits, savings, and
costs. Health Aff (Millwood). 2005;24:1103-1117.
HHH.gov: Health Information Technology. Available at: http://www.
hhs.gov/healthit/. Accessed December 20, 2008.
Southern California Evidence-based Practice Center. Evidence report/
technology assessment number 132: Costs and benefits of health information technology. AHRQ Publication No. 06-E006, April 2006.
Available at: http://www.ahrq.gov/downloads/pub/evidence/pdf/
hitsyscosts/hitsys.pdf. Accessed December 30, 2008.
Chaudhry B, Wang J, Wu S, et al. Systematic review: impact of health
information technology on quality, efficiency, and costs of medical
care. Ann Intern Med. 2006;144:742-752.
Congressional Budget Office. Evidence on the costs and benefits of
health information technology. Publication number 2976. Washington:
Congressional Budget Office, May, 2008. Available at: http://www.
cbo.gov/ftpdocs/91xx/doc9168/05-20-HealthIT.pdf. Accessed December 30, 2008.
Congressional Budget Office. Key issues in analyzing major health
insurance proposals. Publication number 3102. Washington: Congressional Budget Office, December, 2008. Available at: http://www.
cbo.gov/ftpdocs/99xx/doc9924/12-18-KeyIssues.pdf. Accessed December 30, 2008.
Woolhandler S, Himmelstein DU, Lewontin JP. Administration costs
in US hospitals. N Engl J Med. 1993;329:400-403.
Woolhandler S, Himmelstein DU. Costs of care and administration at
for-profit and other hospitals in the United States. N Engl J Med.
1997;336:769-774.
The Dartmouth Institute. The 2008 Dartmouth Atlas of Health Care.
Available at: http://www.dartmouthatlas.org. Accessed January 4,
2009.
Anonymous. Quality Measures: What are the hospital process of
care measures? Available at: http://www.hospitalcompare.hhs.
gov/Hospital/Static/About-HospQuality.asp?destNAV%7CHome%
7CAbout%7CQualityMeasures. Accessed January 19, 2009.
Fisher ES, Wennberg DE, Stukel TA, et al. The implications of
regional variations in Medicare spending. part 1: the content, quality,
and accessibility of care. Ann Intern Med. 2003;138:273-287.
Anonymous. Most wired winners, 2005. Hospitals and Health Networks 2005. Available at: http://www.hhnmag.com/hhnmag_app/
hospitalconnect/search/article.jsp?dcrpathHHNMAG/PubsNews
Article/data/backup/0507HHN_CoverStory_WinnersList&domain
HHNMAG. Accessed January 6, 2009.
Anonymous. The 100 most wired hospitals and health systems.
Available at: http://www.hhnmag.com/hhnmag_app/jsp/articledisplay.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.
37.

266

jsp?dcrpathHHNMAG/Article/data/07JUL2007/0707HHN_
CoverStory_07Winners&domainHHNMAG. Accessed January 6,
2009.
Garg A, Adhikari NKJ, McDonald H, et al. Effects of computerized
clinical decision support systems on practitioner performance and
patient outcomes: a systematic review. JAMA. 2005;293:1223-1238.
Amarasingham R, Plantinga L, Diener-West M, et al. Clinical information technologies and inpatient outcomes: a multiple hospital study.
Arch Intern Med. 2009;169:108-114.
Chen C, Garrido T, Chock D, et al. The Kaiser Permanente Electronic
Health Record: transforming and streamlining modalities of care.
Health Aff (Milwood). 2009;28:323-333.
Ash J, Sittig DF, Poon EG, et al. The extent and importance of
unintended consequences related to computerized provider order entry.
J Am Med Inform Assoc. 2007;14:415-423.
Linder JA, Ma J, Bates DW, et al. Electronic health record use and the
quality of ambulatory care in the United States. Arch Intern Med.
2007;167:1400-1405.
Gandhi TK, Weingart SN, Seger AC, et al. Outpatient prescribing
errors and the impact of computerized prescribing. J Gen Intern Med.
2005;20:837-841.
Nebecker JR, Hoffman JM, Weir CR, et al. High rates of adverse drug
events in a highly computerized hospital. Arch Intern Med. 2005;165:
1111-1116.
Koppel R, Metlay JP, Cohen A, et al. Role of computerized physician
order entry systems in facilitating medication errors. JAMA. 2005;293:
1197-1203.
Han YY, Carcille JA, Venkataraman ST, et al. Unexpected increased
mortality after implementation of a commercially sold computerized
physician order entry system. Pediatrics. 2005;116:1506-1512.
Del Beccaro MA, Jeffries HE, Eisenberg MA, Harry ED. Computerized provider order entry implementation: no association with increased mortality rates in an intensive care unit. Pediatrics. 2006;118:
290-295.
Parente S, Dunbar JL. Is health information technology investment
related to the financial performance of US hospitals? Int J Healthc
Technol Manag. 2001;3:48-58.
Menachemic N, Burkhardt J, Shewchuk R, et al. Hospital information
technology and positive financial performance: a different approach to
finding an ROI. J Healthc Management. 2006;51:40-58.
Sidorov J. It ain’t necessarily so: the electronic health record and the
unlikely prospect of reducing health care costs. Health Aff (Millwood).
2006;25:1079-1085.
Himmelstein DU, Lewontin JP, Woolhandler S. Who administers?
Who cares? Medical administrative and clinical employment in the
United States and Canada. Am J Public Health. 1996;86:172-178.
Kahn JG, Kronick R, Kreger M, Gans DN. The cost of health insurance administration in California; Estimates for insurers, physicians,
and hospitals. Health Aff (Millwood). 2005;24:1629-1639.
Jha AK, DesRoches CM, Campbell EG, et al. Use of electronic health
records in US hospitals. N Engl J Med. 2009;360:1628-1638.
McKinsey Global Institute. US productivity growth 1995-2000, understanding the contribution of information technology relative to
other factors. Washington, DC: 2001. Available at: http://www.
mckinsey.com/mgi/reports/pdfs/productivity/Retailbanking.pdf. Accessed January 18, 2009.

Health Information Technology
By Danny McCormick, David H. Bor, Stephanie Woolhandler, and David U. Himmelstein
doi:

10.1377/hlthaff.2011.0876
HEALTH AFFAIRS 31,
NO. 3 (2012): 488–496
©2012 Project HOPE—
The People-to-People Health
Foundation, Inc.

Danny McCormick
(DMccormick@challiance.org)
is an assistant professor of
medicine at Harvard Medical
School, in Boston, and
director of the Division of
Social and Community
Medicine, Department of
Medicine, Cambridge Health
Alliance, in Cambridge,
Massachusetts.
David H. Bor is the chief of
medicine at Cambridge Health
Alliance.
Stephanie Woolhandler is a
professor at the CUNY School
of Public Health at Hunter
College, in New York City.
David U. Himmelstein is a
professor at the CUNY School
of Public Health at Hunter
College.

Giving Office-Based Physicians
Electronic Access To Patients’
Prior Imaging And Lab Results
Did Not Deter Ordering Of Tests
ABSTRACT Policy-based incentives for health care providers to adopt
health information technology are predicated on the assumption that,
among other things, electronic access to patient test results and medical
records will reduce diagnostic testing and save money. To test the
generalizability of findings that support this assumption, we analyzed the
records of 28,741 patient visits to a nationally representative sample of
1,187 office-based physicians in 2008. Physicians’ access to computerized
imaging results (sometimes, but not necessarily, through an electronic
health record) was associated with a 40–70 percent greater likelihood of
an imaging test being ordered. The electronic availability of lab test
results was also associated with ordering of additional blood tests. The
availability of an electronic health record in itself had no apparent
impact on ordering; the electronic access to test results appears to have
been the key. These findings raise the possibility that, as currently
implemented, electronic access does not decrease test ordering in the
office setting and may even increase it, possibly because of system
features that are enticements to ordering. We conclude that use of these
health information technologies, whatever their other benefits, remains
unproven as an effective cost-control strategy with respect to reducing the
ordering of unnecessary tests.

H

ealth policy experts, consultants, policy makers, and the
Obama administration have argued that widespread adoption
of health information technology will result in substantial cost savings.1–6 In
fact, support for passage of the Health Information Technology for Economic and Clinical
Health (HITECH) provisions of the American
Recovery and Reinvestment Act of 2009, which
dramatically expanded federal expenditures for
the adoption of health information technology,
rested heavily on this argument.7
Reduced ordering of imaging and other diagnostic studies is often cited as a likely mechanism
for cost savings related to health information
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technology. The use of imaging studies—particularly advanced imaging, or computerized tomography scans, positron emission tomography,
and magnetic resonance imaging—has escalated
dramatically.8 In 2002 it accounted for more
than 14 percent of Medicare Part B expenditures.9
Health information technology might be expected to decrease the use of diagnostic imaging
in several ways. Providing physicians with electronic access to prior imaging test results might
reduce redundant test ordering, especially for
expensive advanced imaging. Even in the absence of prior imaging, the improved availability
of data from previous physical examinations and
diagnoses might reassure clinicians that a cur-

rent abnormality is both long-standing and stable, and hence that it doesn’t require further
investigation.
Finally, electronic point-of-order decision support that provides real-time feedback on imaging
test appropriateness might prompt physicians to
order fewer tests that are not clinically indicated
for a particular patient.
However, it is also plausible that more convenient access to results could encourage physicians
to increase their test ordering. Studies in various
settings have found that diagnostic tests are frequently duplicated.10–13
Researchers—mostly at a few flagship hospitals with cutting-edge academic computing
groups that employ customized health information technology—have demonstrated that such
technology can reduce total ordering of radiologic and other diagnostic tests by presenting
ordering physicians with computerized results
of prior tests,14,15 costs of tests,16 and feedback
about the clinical utility of the test for a particular patient.17,18 Yet no studies have examined
whether these improvements are generalizable
to current outpatient medical practice, where
computer technology is commonly an “off-theshelf” product rather than a customized one, or
whether they apply specifically to the ordering of
imaging tests.
We therefore analyzed data on a nationally
representative sample of US office visits to determine whether the computerized availability of
imaging results or image viewing, or the use of a
full electronic health record, is associated with
reductions in imaging test ordering. Computerized imaging results or viewing can be obtained
either through limited computer systems designed specifically for that function or as part
of a full electronic health record that contains
comprehensive information on a patient’s medical history, including such things as progress
notes and lists of medical problems and medications.
To assess whether the relationship of the computerized availability of imaging results to image
test ordering was generalizable to other test ordering, we also examined whether computerized
access to laboratory results reduced the ordering
of blood tests.

Study Data And Methods
We analyzed data from the 2008 National Ambulatory Medical Care Survey, a survey of 28,741
patient visits to a nationally representative sample of the offices of 1,187 nonfederal physicians.19
The survey excludes hospital outpatient departments and offices of radiologists, anesthesiologists, and pathologists. The National Center for

Health Statistics conducts the survey with assistance from the Census Bureau. The center provided weights to allow extrapolation to the universe of office visits nationally.
The survey collects information about the
practice setting, including detailed information
about computerization, as well as about the characteristics of the patients seen and the tests ordered at each surveyed visit. For the roughly onethird of visits that lacked information on
patients’ race and ethnicity, the National Center
for Health Statistics imputed these data.
To assess whether computerized access to imaging results reduced the ordering of imaging,
we separately analyzed predictors of whether a
patient received a computed tomography scan;
magnetic resonance imaging; any advanced imaging procedure (computed tomography scan,
magnetic resonance imaging, or positron emission tomography scan); or any image (an advanced image, X-ray, bone density measurement, ultrasound, or other image).
We examined two indicators of physicians’ access to imaging results. The first was whether the
practice had what the survey called “a computerized system for viewing imaging results”—that
is, a system that presents a text report of a physician’s interpretation of the imaging study, an
actual visual electronic radiologic image, or
both. The second was, for those practices with
such a system, whether “electronic images
[were] returned”—that is, whether in addition
to or in place of a text report, the actual visual
images were returned electronically.
In those few cases where physicians indicated
that they had such a system but its capability was
“turned off,” we considered that they did not
have access to imaging results.
Statistical Analysis We first analyzed the
bivariate frequency of image test ordering according to patient, health insurance, and practice characteristics, including computerization.
We then constructed multivariate logistic regression models. The outcome variables were the
ordering of each type of imaging test (computed
tomography, magnetic resonance imaging, any
advanced imaging, and any imaging), and the
predictor variable was the availability of computerized test results reporting.
Our initial set of models controlled only for
patient characteristics and insurance type, as
follows: age (less than 18 years, 18–45 years,
46–64 years, or more than 64 years); sex; race
(black or nonblack); ethnicity (Hispanic or nonHispanic); whether or not the patient resided in
a ZIP code with a higher than median level of
poverty; and whether or not the patient had been
seen previously by the physician. The type of
insurance was coded as private insurance, MediM a r ch 20 1 2
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care, Medicaid, none, or other.
We then constructed a second set of logistic
regression models with the same outcome and
predictor variables that included all of the patient and insurance characteristics above, as well
as the following practice characteristics: urban
location; physician’s employment status (practice owner or employee/contractor); whether
the practice was owned by a hospital; whether
the physician was a solo practitioner; whether
the physician’s compensation was based, in part
or whole, on “profiling” (that is, the use of epidemiologic methods to compare physician practice patterns across various quality-of-care and
cost dimensions); whether the practice was predominantly prepaid (defined as a practice owned
by or located within a health maintenance
organization, or one receiving more than 50 percent of its revenue from capitation payments or
from case rates); whether the practice had a computerized system for viewing actual images; and
a few categorical variables for physician specialty
and practice setting. The reference categories for
the categorical variables were surgical specialty,
private insurance, and private office, respectively.
To explore whether controlling for additional
patient and physician characteristics would alter
our findings, we carried out several sensitivity
analyses. First, we substituted (alternately) a
fourteen-level and a seven-level variable for
physician specialty for the three-level specialty
variable in the main models. Second, we added
indicators of whether, at the time of the visit, the
patient had cancer, cerebrovascular disease, congestive heart failure, ischemic heart disease, or
diabetes.
Third, we explored whether the correlation
between test ordering and electronic access to
test results might reflect some physicians’ nonspecific affinity for technology. In other words,
were there “tech savvy” doctors who were more
likely to both order more imaging and acquire
and use a computer?
We therefore conducted supplemental analyses, in which we examined physicians’ reported
use of an electronic health record and computerized physician order entry. We began by analyzing these variables as independent predictors
of test ordering, substituting them for the computerized test retrieval variables in the final logistic regression models described above. We
then analyzed the variables as possible confounders by adding them to the final models,
along with indicators of electronic access to test
results.
Last, we explored the possibility that financial
self-interest might explain physicians’ ordering
of imaging tests. Previous studies have suggested
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that physicians with a financial interest in imaging facilities, either in their own practice or an
external facility, are more likely to order such
tests, a practice known as “self-referral.”20–22 This
association has been seen to persist after controlling for patient characteristics, illness severity, and physician specialty.22
Unfortunately, the survey data used in the
present investigation do not include direct information on physicians’ financial interests in imaging facilities. Thus, to explore this issue, we
examined whether the association between electronic access to imaging results and test ordering
persisted in multivariate models that added controls for a physician’s likelihood of self-referral.
For these models, we classified physicians as
having a higher versus a lower likelihood of
self-referral.We assumed that physicians practicing in a community health center or health maintenance organization were in the lower group
because individual physicians in these settings
would be very unlikely to have an financial stake
in radiologic tests being performed.We added to
that group those physicians in other practice
settings who derived more than 50 percent of
their revenue from capitation or case rates because physicians’ financial incentives in these
arrangements would, if anything, favor limiting
the ordering of imaging tests.
Finally, in an additional sensitivity analysis,
we ran again the full models for each outcome
after excluding three physician specialties—
orthopedics, neurology, and cardiology—that
are associated with a large proportion of imaging
self-referrals, according to a recent Medicare
Payment Advisory Commission report.23
In supplemental analyses, we also examined
whether computerized access to laboratory results reduced the ordering of blood tests, using
the same modeling strategy as described for our
principal analysis of image ordering. For blood
tests, we examined another indicator in the survey: “Does your practice have a computerized
system for viewing lab results?” The model examining predictors of blood test ordering also
included a variable indicating the presence of an
on-site laboratory.
All analyses were done using the Surveyfreq
and Surveylogistic procedures in the statistical
analysis software SAS, version 9.1. These procedures adjust confidence intervals for the complex sample design.
After review, the Institutional Review Board of
Cambridge Health Alliance waived the requirement for approval for this study.
Limitations We did not have direct information on the extent to which physicians in this
study self-referred. Therefore, we cannot exclude
the possibility that confounding by self-referral

fully explains our findings. However, our sensitivity analyses cast doubt on that explanation.
When we excluded physician specialties most
strongly associated with imaging self-referral
(and when we added to our main models variables indicative of the likelihood of self-referral),
the associations between image ordering and
computerized access to image results or image
viewing remained substantially the same.
In addition, we cannot dismiss the possibility
that physicians predisposed to order tests for
reasons other than self-referral are also more
likely to purchase computerized image reporting
and viewing systems. Our data source did not
indicate whether a physician’s computer system
included online decision support or other features that might affect image ordering. Nor did it
provide information about some physician characteristics, such as age, that might affect both
test ordering and computerization. In addition
to the lack of direct data on physician self-referral, these are important limitations of our
analysis.
Yet, as detailed below, other indicators of office computerization—computerized physician
order entry and the use of an electronic health
record system—showed no association with test
ordering. Hence, it appears that our results cannot be explained simply by the presence of doctors who use both more computers and more
testing than their less “tech savvy” colleagues.
One additional important caveat applies to our
findings. We could not assess whether the increased imaging associated with electronic access to results helped or harmed patients, an
issue that warrants further study.

Study Results
Imaging Analyses Using bivariate analyses, we
found that access to electronic imaging results
was strongly associated with greater imaging ordering. For example, physicians without such
access ordered imaging in 12.9 percent of visits,
whereas physicians with access ordered imaging
in 18.0 percent of visits (Exhibit 1; for additional
results, see Appendix Exhibit 1).24
Image ordering rates were much lower for children than for adults (Exhibit 1) and for return
visits to the same practice, as compared to initial
visits (Appendix Exhibit 1).24 Women received
more imaging studies overall than men—perhaps reflecting their use of mammograms and
ultrasound studies— but not more advanced imaging (Exhibit 1).
In multivariate models adjusted only for patient characteristics (data not shown), the positive association between the availability of electronic results and imaging test ordering

persisted, with odds ratios of 1.44 (95% confidence interval: 1.23, 1.69) for any image, 2.03
(95% confidence interval: 1.48, 2.76) for advanced images, 2.02 (95% confidence interval:
1.48, 2.76) for magnetic resonance imaging, and
1.98 (95% confidence interval: 1.40, 2.82) for
computed tomography scans.
Similarly, physician access to the actual image
remained strongly associated with image ordering, with odds ratios of 1.50 (95% confidence
interval: 1.26, 1.79) for any image, 2.15 (95%
confidence interval: 1.53, 3.02) for advanced images, 1.87 (95% confidence interval: 1.37, 2.57)
for magnetic resonance imaging, and 2.36 (95%
confidence interval: 1.54, 3.64) for computed
tomography scans.
For all of our analyses, odds ratios can be interpreted as a ratio of the odds of an event occurring in an exposed group to the odds of the same
event occurring in a control group. For example,
an odds ratio of 0.87 means that in one group the
outcome is about 13 percent (1 − 0:87) less likely
than in the comparison group. An odds ratio of
1.40 means that in one group the outcome is
about 40 percent more likely than in the comparison group.
In this case, an odds ratio of greater than 1
indicates a higher probability, and an odds ratio
of less than 1 indicates a lower probability, of
image ordering occurring at an office visit, given
the predictor controlled for. Thus, if the odds
ratio for image ordering given the availability
of electronic results is 1.4, this represents a
40 percent increase in the likelihood of image
ordering when such results are available.
Further adjustment for practice characteristics modestly reduced the positive associations
between computerized access to imaging results
and the likelihood of ordering an imaging test.
Exhibit 2 displays the results of the full multivariate models for predictors of ordering any
imaging test (see Appendix Exhibit 224 for
95% confidence intervals for all variables).
Exhibit 3 displays the full models for ordering
of advanced imaging (see Appendix Exhibit 3 for
95% confidence intervals for all variables).24 The
full multivariate models for magnetic resonance
imaging and computed tomography scans separately yielded similar results. However, the positive association between electronic image viewing and ordering magnetic resonance imaging
was of borderline significance (data not shown).
Sensitivity Analyses In sensitivity analyses
that included patient and practice characteristics, but not indicators of electronic access to
test results, neither having an electronic health
record system nor using computerized physician
order entry was associated with the likelihood of
image ordering. When we added computerized
M a r ch 20 1 2
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Exhibit 1
Frequency Of Physicians’ Image Test Ordering During Office Visits, By Patient And Practice Characteristics (Weighted)
Percent of visits in which physician ordered:
Any
advanced
image

Magnetic
resonance
imaging

Computed
tomography
scan

16.9****
13.0

3.3
3.4

1.6
1.7

1.6
1.6

< 18 (n ¼ 5; 180)
18–45 (n ¼ 7; 945)
46–64 (n ¼ 8; 405)
> 64 (n ¼ 7; 211)

5.8****
14.9
20.1
17.8

0.6 ****
3.0
4.8
3.9

0.4****
1.7
2.4
1.5

0.2****
1.2
2.3
2.2

Black (n ¼ 3; 384)
Nonblack (n ¼ 25; 357)

14.1
15.5

3.7
3.3

1.9
1.6

1.7
1.6

Type of insurance
Private (n ¼ 14; 507)
Medicare (n ¼ 6; 689)
Medicaid (n ¼ 3; 617)
Other (n ¼ 1; 057)
None (n ¼ 1; 697)
Physician specialty

15.5****
17.4
9.5
23.7
10.1

3.2****
4.1
1.9
5.9
2.5

1.7****
1.5
1.0
3.9
1.2

1.4***
2.3
0.9
2.0
1.3

Primary care (n ¼ 14; 701)
Surgical specialty (n ¼ 6; 996)
Medical specialty (n ¼ 7; 044)

13.4****
20.7
15.6

2.2****
5.1
5.0

1.1****
2.6
2.3

1.1****
2.4
2.4

15.6
10.8
12.6
10.3
21.5

3.3
2.6
4.5
2.0
7.4

1.6
1.3
2.7
1.6
5.9

1.6
1.3
1.8
0.4
1.5

15.0
16.1

3.2
3.7

1.6
1.8

1.5
1.7

18.0****
12.9

4.5****
2.5

2.2****
1.1

2.2****
1.1

18.9****
13.4

5.1****
2.4

2.3****
1.2

2.6****
1.1

Patient/practice
characteristic
Sex
Female (n ¼ 16; 751)
Male (n ¼ 11; 990)
Age (years)

Any
image

Race

Practice setting
Private office (n ¼ 23; 669)
Community health center (n ¼ 3; 355)
Health maintenance organization (n ¼ 645)
Free-standing clinic (n ¼ 842)
Other office (n ¼ 240)

Physician owns practice
Yes (n ¼ 17; 921)
No (n ¼ 10; 697)
Physician has computerized system for:
Accessing imaging results
Yes (n ¼ 13; 401)
No (n ¼ 14; 848)
Viewing actual images
Yes (n ¼ 6; 458)
No (n ¼ 18; 543)

SOURCE Authors’ analysis of data from the 2008 National Ambulatory Medical Care Survey. NOTES Of the 28,741 physician visits in the
study, 4,335 resulted in an order for any imaging; 1,117 in an order for any advanced imaging; 612 in an order for magnetic resonance
imaging; and 496 in an order for a computed tomography scan. Some office visits had missing information on variables in this table.
Thus, for some variables, the sum does not equal the total number of visits analyzed in the study. ***p < 0:01 ****p < 0:001

physician order entry or an electronic health
record system to the models that included indicators of electronic access to test results, those
additions had virtually no impact on the odds
ratios of these indicators.
For instance, the odds ratios for association
between electronic image viewing and ordering
an advanced image increased only slightly, from
1.78 in the original model to 1.93 in a model that
included indicators for the presence of both a full
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electronic health record and computerized
physician order entry. Similarly, including these
two variables increased the odds ratio for the
association between ordering any advanced image and the availability of electronic access to
imaging results from 1.71 to 1.86. In all models,
the odds ratios for the presence of an electronic
health record and for computerized order entry
were not significant (data not shown).
As noted above, excluding physician special-

ties most strongly associated with imaging selfreferral did not have a major effect on the associations between image ordering and computerized access to either image results or image
viewing.
Supplemental Analyses In bivariate analyses, computerized access to laboratory test results was associated with a greater likelihood of
ordering a blood test (data not shown), a finding
that persisted in multivariate analyses adjusted
for patient characteristics (odds ratio 1.54; 95%
confidence interval: 1.24, 1.99). In the full model
including practice characteristics, however, this
association was of borderline significance (Appendix Exhibit 4).24

Discussion And Conclusion
We found no evidence that office-based physicians with electronic access to imaging or blood
test results order fewer imaging tests or blood
tests, respectively. Indeed, at least for imaging,
the reverse may be true: Facilitating physicians’
access to test results through computerization
may increase diagnostic image ordering.
One possible explanation for our findings is
that ready access to imaging results, or to the
images themselves, reduces the time and effort
required to review study results. The effect may
be to provide subtle encouragement to physicians to order more imaging studies. In borderline situations, substituting a few keystrokes for
the sometimes time-consuming task of tracking
down results from an imaging facility may tip the
balance in favor of ordering a test. This “convenience” effect of computerized access might cancel out the potential decreases in ordering due to
reductions in duplicate or unnecessary testing.
There are, however, other possible explanations for the associations we observed, and it
may be that more than one explanation is correct. Perhaps physicians who order more imaging studies, for whatever reason, are more likely
to acquire health information technology that
facilitates the retrieval of imaging results or
images.
For example, as mentioned above, physicians
who have a financial stake in imaging are more
likely to order imaging tests. If these physicians
are also more likely to purchase health information technology systems with image results
capability, then self-referral—rather than electronic access by itself—might explain our results.
Other Studies Our findings are not consistent with the widespread expectation that computerization will reduce excessive image ordering and perhaps other types of duplicative
testing,2,4,6,13,25 an expectation shared by
President Obama3 and the previous national co-

Exhibit 2
Adjusted Odds Of Ordering Any Imaging Test, By Patient And Practice Characteristics
Patient/practice
characteristic
Female

Odds ratios,
results modela
1.44****

Odds ratios,
images modelb
1.42****

Age (years)
< 18 (reference)
18–45
46–64
> 64

1.00
2.69****
3.82****
3.13****

1.00
2.89****
4.20****
3.24****

Black race
Hispanic ethnicity
Lives in ZIP code > median poverty
Lives in urban location
Seen previously by physician
Type of insurance
Private (reference)
Medicare
Medicaid
Other
None

0.87
0.89
0.94
1.07
0.53****

0.86
0.88
0.93
1.07
0.55****

1.00
0.99
0.86
1.56***
0.69**

1.00
0.98
0.87
1.71****
0.62***

Physician specialty
Surgical specialty (reference)
Primary care
Medical specialty

1.00
0.77**
0.73

1.00
0.80
0.70

Practice setting
Private office (reference)
Community health center
Health maintenance organization
Free-standing clinic
Other office
Solo practitioner

1.00
0.64***
0.38****
0.54
1.36
0.63****

1.00
0.67**
0.39**
0.80
0.82
0.62****

Physician owns practice
Practice mostly prepaidc
Hospital-owned practice
Physician compensation based on cost profiling

0.86
0.99
0.93
1.03

0.85
0.98
1.01
1.09

Computerized system for accessing imaging results
Computerized system for viewing actual images

1.40****
—d

—d
1.45****

SOURCE Authors’ analysis of data from the 2008 National Ambulatory Medical Care Survey.
a
Multivariate logistic model for availability of imaging results. bMultivariate logistic model for
availability of actual images. cOffice setting or practice ownership designated as health
maintenance organization, or > 50 percent of patient care revenues from capitation or case
rates. dNot applicable. **p < 0:05 ***p < 0:01 ****p < 0:001

ordinator for health information technology.26
This assumption was incorporated in two
widely cited estimates of the likely savings from
computerization. One projected annual savings
of up to $77.8 billion,6 including $8.3 billion on
imaging and $8.1 billion on lab testing. The other
foresaw more than $81 billion in savings,2 including $1.3–5.3 billion annually on outpatient
radiology and lab testing. In contrast, systematic
reviews have found evidence for cost and quality
benefits of health information technology at
only a few institutions, with few data to support
claims of more widespread benefits.27,28
Two randomized trials and one using historical controls at academic hospitals have shown
that electronic health records that present recent
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Exhibit 3
Adjusted Odds Of Ordering Any Advanced Imaging Test, By Patient And Practice
Characteristics
Patient/practice
characteristic
Female
Age (years)
< 18 (reference)
18–45
46–64
> 64
Black race
Hispanic ethnicity
Lives in ZIP code > median poverty
Lives in urban location
Seen previously by physician

Odds ratio,
results modela
0.97

Odds ratio,
images modelb
0.95

1.00
4.10****
6.34****
5.28****
1.11
0.81
0.97
1.05
0.55****

1.00
3.83****
6.44****
5.21****
1.04
0.82
1.04
1.02
0.56****

Type of insurance
Private (reference)
Medicare
Medicaid
Other
None
Physician specialty
Surgical specialty (reference)
Primary care
Medical specialty

1.00
1.07
1.15
1.66**
1.00

1.00
1.03
1.13
2.03***
1.02

1.00
0.63***
1.01

1.00
0.61**
0.97

Practice setting
Private office (reference)
Community health center
Health maintenance organization
Free-standing clinic
Other office
Solo practitioner
Physician owns practice
Practice mostly prepaidc
Hospital-owned practice
Physician compensation based on cost profiling

1.00
1.27
1.56
0.73
1.81
0.60****
1.44**
0.86
2.49***
1.24

1.00
1.34
1.23
0.87
0.41
0.61***
1.46**
1.00
2.75***
1.30

Computerized system for accessing imaging results
Computerized system for viewing actual images

1.71****
—d

—d
1.78***

SOURCE Authors’ analysis of data from the 2008 National Ambulatory Medical Care Survey.
a
Multivariate logistic model for availability of imaging results. bMultivariate logistic model for
availability of actual images. cOffice setting or practice ownership designated as health
maintenance organization, or > 50 percent of patient care revenues from capitation or case
rates. dNot applicable. **p < 0:05 ***p < 0:01 ****p < 0:001

results29,30 or advise providers on appropriate
test ordering, including imaging,31 can reduce
testing. However, the decision support features
in these studies are not in widespread use. One
recent analysis noted that patients transferred
between two hospitals with electronic health records frequently underwent duplicate tests, perhaps because the two computer systems were not
interoperable.10
Limited data are available on computerization’s impact on imaging costs in ambulatory
settings. At the Regenstrief Institute, in Indiana,
computer programs that presented the ordering
physician with previous results,15 test cost data,16
or the probability of a normal result17 reduced
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test ordering. An earlier study at the same institution found that providing emergency department physicians with computer-generated paper
summaries of patients’ medical records resulted
in decreased image ordering.14
A more recent study of a single integrated
health care system (Virginia Mason Medical
Center) demonstrated a decline in image ordering following the implementation—and mandatory use—of a clinical decision support system
for advanced imaging.18 Some studies have noted
increased efficiency in radiology departments
through computerization,32 but they have not
documented overall testing costs.
Perhaps office computerization has not yet
reduced imaging use because current systems
are cumbersome, insufficiently interoperable,33
or lack effective decision support software. If so,
savings on imaging may emerge in the future.
However, our finding that there were particularly high rates of testing in hospital-owned practices, where current levels of interoperability and
decision support are probably highest, argues
against this view.
Policy Implications Our findings may have
several policy implications. The results suggest
that the federal government’s ongoing, multibillion-dollar effort to promote the adoption of
health information technology may not yield anticipated cost savings from reductions in duplicative diagnostic testing.5,7 Indeed, it is possible
that computerization will drive costs in this area
up, not down.
Insurers and health care providers should also
be wary of claims that computerization alone will
lead to a more parsimonious practice style. Our
results emphasize the salience of other approaches to reducing imaging costs, such as curtailing self-referral.
The contrast between our negative findings
and the positive experience at a few flagship institutions also raises important policy questions.
The organizational model behind these successes—highly customized systems developed
by on-site academic experts who were closely
integrated with the clinical staff—differs markedly from the model employed elsewhere. Offthe-shelf commercial systems, often chosen because of billing concerns and more closely allied
with the needs of administrators than those of
clinicians, are the norm.
This dominant model may not produce optimal results. Certainly, computer system vendors
should prioritize refinements in their systems to
discourage redundant and clinically inappropriate imaging, improvements that have the potential to reduce needless imaging.
Conclusion Whatever the explanation for our
findings, they emphasize the importance of es-

tablishing the benefits of computerization
rather than estimating them in the absence of
data, or generalizing from small studies at a few
atypical institutions. History urges caution in

assuming that advances in medical technology
will result in cost savings. In fact, the opposite is
more often the case. ▪
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Part 4
Myths and facts
Myth 6:
Pay-for-performance (P4P) will improve health care quality.
Fact: P4P schemes rely on flawed assumptions about medicine, measurement, and
motivation. Studies do not demonstrate the clinical effectiveness of P4P.

See: Woolhandler, S., Ariely, D., & Himmelstein, D.U. (2012). “Why pay for performance may be incompatible with
quality improvement.” Brit Med J, 345, e5015.

See: Jha, A.K., et. al. (2012). “The Long-Term Effect of Premier Pay for Performance on Patient Outcomes.” New Engl J
Med, 366, 1606-1615.
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Why pay for performance may be incompatible with
quality improvement
Motivation may decrease and gaming of the system is rife
1

Steffie Woolhandler professor , Dan Ariely James B Duke professor of psychology and behavioral
2
1
economics , David U Himmelstein professor
City University of New York School of Public Health, New York, NY 10024, USA; 2Duke University, Durham, NC, USA

1

In a linked article (doi:10.1136/bmj.e5047), Glasziou and
colleagues highlight the tenuous nature of the evidence that
financial reward systems work in healthcare settings.1 They
propose that before pay for performance schemes are
implemented the potential benefits and harms should be
assessed. Such schemes, which aim to improve the quality and
efficiency of healthcare by the use of financial incentives to
encourage desirable behaviours, have been adopted as a key
strategy by the NHS in the United Kingdom, Medicare in the
United States, and many private insurers. The schemes are based
on a basic tenet of economics and psychology: that people
respond to rewards.
Beyond the simple criticism that pay for performance can’t
operate on an extended time frame and that years may elapse
between treatment and outcome, the concept of pay for
performance in healthcare rests on flawed assumptions about
medicine, measurement, and motivation. Performance based
pay may increase output for straightforward manual tasks.
However, a growing body of evidence from behavioral
economics and social psychology indicates that rewards can
undermine motivation and worsen performance on complex
cognitive tasks, especially when motivation is high to begin
with.

One questionable assumption underlying pay for performance
is that measurements of doctors’ performance reflect their
overall performance and not—for example—their patients’
characteristics or their ability to “game” the system. Health
outcomes such as death or disability are the most easily
measured and unambiguous indicators of overall performance,
but they require risk adjustment. Hospital mortality provides
the best case scenario for risk adjustment—outcomes are
frequent, unambiguous, and likely to reflect performance; time
horizons are short; and experts have spent years analysing the
rich trove of hospital data. Yet, four widely used algorithms
yield divergent rankings of inpatient mortality.2
Risk adjustment is devilishly difficult, partly because key
inputs—clinical diagnoses—aren’t solely patient characteristics

but also reflect the aggressiveness of coding and diagnostic
investigations.3 4 Seeking out and documenting unimportant
comorbidities and diagnoses (such as occult prostate cancer in
older people) exaggerate the severity of illness and artefactually
raise risk adjusted quality scores. Hence, excessive testing
inflates quality scores without improving quality.

Similarly, intensive coding—that is, embellishing diagnoses to
maximise payment under per case or risk adjusted capitation
schemes—also makes patients seem sicker on paper, and hence
boosts risk adjusted quality scores. Under US Medicare’s DRG
(diagnosis related groups) hospital payment system, recoding
a diagnosis as “aspiration pneumonia with acute on chronic
systolic heart failure” rather than simply “pneumonia with
chronic heart failure” triples the payment and increases the risk
score.5 Such “upcoding” is endemic among private health
maintenance organisations that contract with Medicare for risk
adjusted capitation payments,6 as well as among hospitals.7 One
Maryland rehabilitation hospital reportedly urged doctors to
document “protein malnutrition” in patients’ charts, and this
enabled the hospital to bill for 287 cases of “kwashiorkor” in
2007 (up from 0 in 2004).8 Yet pay for performance programmes
assume that quality indicators accurately reflect global quality
and won’t be distorted by payment incentives.
Process based indicators, although easier to calculate than risk
adjusted outcomes, are poor proxies for quality of care. Even
seemingly clear cut measures have hidden complexity. As
examples, total hospital readmission rates correlate poorly with
avoidable readmission rates,9 and starting treatment for patients
with pneumonia within four hours of arrival correlates with
quality, yet Medicare’s incentives for hospitals to do so resulted
in the administration of antibiotics to almost any patient in the
emergency department with a cough.10

Patients’ social characteristics also confound process based
measures; even excellent doctors who care for disadvantaged
or difficult patients may look bad on current pay for performance
metrics. Among respected doctors at a flagship Harvard teaching
hospital, those who cared for more non-English speaking, poor,

277
dhimmels@hunter.cuny.edu

BMJ 2012;345:e5015 doi: 10.1136/bmj.e5015 (Published 14 August 2012)

Page 2 of 2

EDITORIALS

uninsured patients from more minority backgrounds, as well as
for patients with infrequent visits, scored low on pay for
performance metrics.11

Using clinical audit for financial reward and punishment, rather
than in a collegial and reflective effort to improve care, amplifies
the challenges of performance measurement. Incentives may
mutate honesty into legal trickery; gaming can so thoroughly
distort reality that rewards become uncoupled from performance.

A second questionable assumption is that traditional payment
or funding systems are too simple. Pay for performance replaces
simpler more general payment contracts with ones that specify
the “deliverables” in greater detail. For instance, contracts for
accountable care organisations mandated under the 2010 US
health reform incentivise 33 quality standards, whereas the UK’s
primary care pay for performance programme initially tabulated
146 parameters,12 with more to come. However, more may not
be better; highly detailed prescriptive contracts may be perceived
as controlling and may undermine the intrinsic motivation
crucial to maintaining quality when nobody is looking.
Offering financial incentives to doctors, rather than enhancing
their intrinsic motivation, may reduce their desire to perform
an activity for its inherent rewards (such as pride in excellent
work, empathy with patients). Worse still, if poor performance
is the result of financial distress that is beyond providers’
control, penalising low scorers can make matters worse and
exacerbate disparities, effectively punishing patients who cannot
go elsewhere. Hospitals and doctors’ practices that deliver
irremediably deficient care should be closed. It makes little
sense to put already quality challenged providers on a starvation
diet.

Future studies may yet establish the clinical effectiveness of
pay for performance, but given its questionable assumptions
this may never be the case. Despite a dearth of robust evidence
that the system is clinically effective in healthcare, payers charge
ahead with implementing everywhere an intervention that has
not been proved to work anywhere. We are worried that pay for
performance may not work simply because it changes the
mindset needed for good doctoring. However, if such schemes
must be envisaged, is essential that their likely benefit is

rigorously considered before their implementation. Glasziou
and colleagues’ checklist provides a salutary guide to such
consideration.
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Part 4
Myths and facts
Myth 7:
Physicians are poorly paid in nationalized systems.
Fact: It is a myth that doctors practicing under national health insurance are compensated
significantly worse than their American colleagues.
See: “How does national health insurance affect physicians’ income?” PNHP document.

See: Duffin, J. “The Impact of Single-Payer Health Care on Physician Income in Canada, 1850-2005.” Am J Public
Health, 101(7), 1198-1208.
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The Impact of

Single-Payer Health Care

on Physician Income in Canada, 1850–2005

| Jacalyn Duffin, MD, PhD

AS THE UNITED STATES STRUGGLES WITH HEALTH REFORM,
Canadians observe with a mix of fascination and horror as the lies
about their health care system swirl in the US media. The discussion
was particularly intense in the months leading up to passage of the
Patient Protection and Affordable Care Act on March 23, 2010.1,2
Many of these myths have been exposed. Canadians do have free
choice and good access; public administration does not add to cost,
rigidity, or complexity of services, nor does it exclude private-sector
involvement.3 The majority of Canadians who receive health care in
the United States did not seek it deliberately; rather, they fell ill while
traveling. Furthermore, their out-of-country costs are covered by the
Canadian system.4 Nevertheless, the supposed faults and flaws of the
Canadian system are used in US political arguments about the merits
and demerits of a single-payer system.
Among the persistent myths is one about physician income and freedoms. Increasingly, US doctors are committed to the concept of coverage
for all citizens.5 But some are concerned about what might be at stake
for them personally. Others who oppose the changes worry about their
incomes and their freedom as professionals should the president succeed
with “Canadian-style,” “government-run,” single-payer health care. In
speaking to the media immediately after President Obama’s speech to
the Joint Session of Congress in September 2009, physician–Congressman Charles Boustany of Louisiana characterized the proposals as having
the potential to destroy jobs, explode the deficit, ration care, and take away
“the freedom American families cherish.”6 Even proponents of health care
reform think that medical income will decline.7 Indeed, evidence for better
Canadian health care delivery to marginalized groups has been related to
the lower fees commanded by physician services in that country. This
argument relies on the idea that lower fees mean that relatively fewer tax
dollars go to medical practitioners and more to services for health promotion and disease prevention.8 But fees are only tangentially indicative

This study traces the average net income of Canadian physicians
over 150 years to determine the impact of medicare. It also
compares medical income in Canada to that in the United States.
Sources include academic studies, government reports, Census
data, taxation statistics, and surveys. The results show that Canadian doctors enjoyed a windfall in earnings during the early
years of medicare and that, after a period of adjustment, medicare enhanced physician income. Except during the windfall
boom, Canadian physicians have earned less than their American
counterparts. Until at least 2005, however, the medical profession was the top-earning trade in Canada relative to all other
professions. (Am J Public Health. 2011;101:1198–1208.
doi:10.2105/AJPH.2010.300093)
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of earnings. For instance, Canadian physicians have lower practice expenses for a variety of
reasons, including the lesser costs
of billing, administration, and
malpractice coverage. For both
policymakers and historians, reliable information on physician net
income (after expenses, before
taxes) in both Canada and the
United States is difficult to find.
Impressionistic evidence documents disparities in earnings that
typify both nations—disparities
between family doctors and specialists, women and men, rural
and urban practices. But it is generally acknowledged that “detailed
and accurate comparative physician income studies are lacking.”9
This article addresses that information gap by tracing the long
view of the average Canadian physician’s net income—after expenses
and before taxes—in three distinct
periods: before, during, and after
the advent of Canadian medicare.
Sources include the Canada Census, government statistics, academic surveys, and special reports
that were prepared during the
advent of the current Canadian
system. It will show that Canadian
physicians are well paid and that
medicare did not diminish their
earnings. Rather medicare resulted
in an initial, brief windfall of high
earnings, even when compared
with US data. The windfall was
followed by a period of readjustment. Subsequently, Canadian
medicare has maintained physicians as the top-earning professional group in that country.

A CAPSULE HISTORY OF
MEDICARE IN CANADA
Taxpayer-funded medicare in
Canada did not appear at a single
point in time: it emerged over a
quarter century from 1962, when
physician services were covered

across Saskatchewan, to 1987,
when the demise of optional “full
billing” in Ontario began. It continues to evolve in addressing
new technologies and changing
needs. More information about
this history, with images, timelines, and links to reports and
legislation can be found at the
government Web site for Health
Canada, the CBC Digital Archives,
and the new Online Exhibition
of the Canadian Museum of
Civilization.10

Saskatchewan Came First,
1944–1962
Canadian medicare did not
begin on a fixed date; nor was it a
project of a single political party.11
The first experiment began in a
single province with the Saskatchewan election of June 1944. As the
Second World War dragged on,
many jurisdictions in Canada had
begun planning for social programs to avoid another postwar
economic depression. The leader
of Saskatchewan’s left-leaning
Cooperative Commonwealth
Federation party was Tommy C.
Douglas, a Baptist preacher and a
gifted orator. In his youth, Douglas
suffered from severe osteomyelitis;
the gratis services of a kind surgeon led to his recovery. Douglas
said that “no boy should have to
depend either for his leg or his life
upon the ability of his parents to
raise enough money to bring a
first-class surgeon to his bedside.”12
In 1944, Douglas and his team
campaigned on a platform that
promised free access to health
care for all citizens. Their sweeping electoral victory made Douglas
premier of what was frequently
called “the first socialist government in North America.” He
immediately ordered a survey
on health care needs, and he
invited Henry E. Sigerist, the
eminent, Swiss-born physician
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and historian of medicine from
Johns Hopkins University, to chair
the health care reform. Sigerist’s
survey found that Saskatchewan
needed exactly what Douglas had
promised: government-funded
hospital, medical, nursing, and
physiotherapy care; physicians on
salary; more clinical facilities; and
a medical school.13
Hospital coverage was implemented throughout the province
in 1947. A pilot project for medical care was launched in the town
of Swift Current, and lengthy negotiations began with the provincial
medical profession. Immensely
popular, Douglas went on to win
four straight elections. Eventually
his team made concessions to the
wary physicians, the most significant of which was fee-for-service
payment for medical services
rather than the proposed salary.
Legislation for province-wide
medical coverage was finally
passed in 1962. A bitter, threeweek doctors’ strike followed this
new law, but the doctors lost.14
Within a year and despite their
initial opposition, Saskatchewan
doctors were earning more than
they had in the past. One reason
was that all their bills were paid
and paid in full.

The Rest of Canada Came
Next
While Douglas worked toward
medical coverage in the 1940s
and 1950s, public hospital insurance was becoming the norm in
many other provinces. In 1950,
50% of Canadians had some
form of private or nonprofit
insurance for hospital care. A
mere six years later, 99% of the
population in all 10 provinces
enjoyed government plans for
hospital care. The following year,
federal legislation, called the Hospital Insurance and Diagnostic
Services Act (1957),15 promised
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that half the costs of hospital care
would be covered by the federal
government. Since that time,
transfers of funding from the federal government to the provinces,
where the programs are administered, has provided more (or less)
national leverage in health care
policy.
In 1961, a national Royal
Commission on Health Care Services was ordered by the Canadian Prime Minister, John
Diefenbaker, the Conservative
leader from Saskatchewan. The
mandate was to survey all healthservice needs, not only hospital
care ones. It was chaired by
Diefenbaker’s law school classmate, the Saskatchewan judge,
Emmett Hall. The Commission
toured the country and met with
more than 400 different groups
to gather information. Hall’s
1964 report recommended universal medicare for the entire
country and adequate remuneration for doctors.16 An old-school
Tory, Hall expected citizens to
accept certain responsibilities for
maintaining their health and to
tolerate taxation for such a worthy cause; in exchange, the state
should provide education for
health professionals, as well as
free doctoring and hospital coverage for its citizens. Hall was confident that the physicians and the
elected officials could negotiate
fees without costly third parties.16
In 1966, the Canadian Medical Care Act17 was introduced
by the Liberal government of
Lester Pearson and was passed
almost unanimously by parliament. But health care is a provincial matter, and this legislation
was federal. Once again, large
transfer payments were the carrot incentive to induce provincial
buy-in. Physicians were suspicious of the cumbersome system,
and implementation took place
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slowly in the various provinces.
By 1972, all 10 provinces had
enacted plans for both hospital
and medical services. Revisions
to the plans were made in 1977,
and Hall conducted another
national review in 1980.
The 1984 Canada Health
Act18 clarified general principles
and specified terms of federal
transfers. Physicians were paid—
sometimes wholly, sometimes
in part—from the public purse
depending on their location. In
Ontario for example, the province would cover 80% of the
negotiated fee, and physicians
were entitled to bill patients privately for the remaining 20%.
Three years later, to remain
eligible for the federal transfer
payments, Ontario required elimination of “full billing,” which the
media had successfully labeled
“extra billing.” Only a minority
of physicians used this symbolic
remnant of discretionary fees,
but most of the province’s doctors went on strike over the issue.
Again, the doctors lost, and some
scholars suggest that public reaction to this strike cost the profession credibility and respect.19
In times of economic stress
during the 1990s, federal transfer payments dwindled. Wealthier provinces, such as Alberta,
took this change as a cue to
allow more private services.20
Nevertheless, most jurisdictions
had already implemented the
medicare plans.

Medicare in the Recent Past
Canadians may complain
about wait times, but health care
is the country’s most popular
social program. Every major
political party was involved in its
implementation, and a publicly
funded health care provision
continues to be endorsed by
every political party in every
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province. Proposing to abolish, or
even alter it, is a form of political
suicide. Recent reviews recommend changes within the system,
rather than dismantling it.21
Notwithstanding the enthusiasm of their patients, Canadian
doctors have not been universally vocal in their support of
medicare; some continue to
believe that their incomes would
be higher with private practice.
Many physicians claim that larger
slices of the health care pie go to
hospitals or to purchasing drugs
rather than to medical services.
In 2005, a successful Supreme
Court challenge, launched by
orthopedic surgeon Jacques
Chaoulli and his patient, threatened the status quo by asserting
that patient rights were infringed
by wait times.22 The Canadian
Medical Association (CMA)
endorses medicare in principle;
however, recent CMA presidents,
Brian Day (2007–2008) and
Robert Ouellet (2008–2009),
both advocated more private
practice. In 2006, Canadian Doctors for Medicare emerged in
response to these trends and now
boasts nearly 2000 members.
One issue that gets lost in
these cross-currents is that the
actual amounts of physician net
earnings are unknown to the
general public. Since the 1990s,
information on gross earnings (or
billings) and on numbers of physicians is accessible from several
sources, including the Canadian
Institute for Health Information
and annual provincial reports,
such as British Columbia’s “Blue
Book.”23 But these reports do not
provide the expenses of practice,
often between 40% and 60% of
gross income; nor do they detail
allowable deductions. As a result,
they inflate indications of individual doctors’ earnings and may
also minimize benefits.
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CANADIAN MEDICAL
INCOME
For this article on the history
of physician income, the three
periods under study were (1)
before medicare, up to 1962; (2)
during the advent of medicare,
roughly 1962 to 1987; and (3)
following the nationwide implementation of medicare, from
1987 forward.

Before Medicare
No official reports track Canadian medical income before 1900,
but examples from surviving
account books offer information
about individual practitioners.24
By contrast, reliable statistics on
wages of ordinary citizens are
available. For example, from
1850 until 1880, the average
wage of a laborer was roughly
$300 a year with a range of
$167 to about $400 (Canadian
dollars of the time).25 Compared
with ordinary workers, 19thcentury doctors appear to have
been well off (Figure A, available as a supplement to the
online version of this article at
http://www.ajph.org). Nevertheless, their assets were smaller
than those of lawyers, and true
wealth came from sources other
than clinical practice. Studies of
medical income in 19th-century
United States suggest a similarly
wide range and diversity in
earnings.26
Between 1900 and 1930,
most Canadian doctors enjoyed a
“comfortable but not affluent
income” that rose from
Can $2000 to Can $6600.27
According to the Canada Census
between 1931 and 1961, physicians admitted to generous
incomes rising from Can $3095
to Can $6575 and ranging
between two and three times
national averages.28 During this

period, top earners were lawyers
in 1931 and 1941; doctors in
1951; and chemical engineers in
1961. The Census relies on selfreporting. Compared with government taxation sources, it
seems that doctors (and others)
underestimated their earnings by
15% to 60%. Consequently, the
ratio of medical income to that of
average earners is probably a
more reliable indicator than the
actual amounts. Before medicare,
according to the Census, medical
income was above average, but it
was declining from three and a
half to two times that of all Canadians by 1961 (Figure 1).

The Advent of Medical Care,
1962–1987
The best source on net medical income through this period
is the annual Taxation Statistics
of the federal Department of
Revenue, the so-called “green

books.”29 The amounts were
taken from income tax returns.
They were always greater than
those reported in the Census for
the professions and for average
earners. From 1946, physician
income was specified in Taxation
Statistics under “professions,” with
law, dentistry, engineering, and
architecture. Figure 1 shows that,
according to taxation data, medical earnings rose steadily through
the advent of medicare.
More information on doctors’
earnings was made available during the Hall Commission survey.
The federal Department of Health
and Welfare reported physician
income in a special “Health Care
Series” with yellow covers.30
These reports collected data back
to 1957 and then tracked rising
public expenditure on physician
services that marked the shift
from private to public payment
forward to 1972. Attention was

Note. Conversion to 2005 dollars through historical Consumer Price Index, 1914–2006, Statistics Canada, CANSIM Table 326–0002, http://www5.
statcan.gc.ca/cansim/pick-choisir?lang=eng&searchTypeByValue=1&id=3260002 (accessed August 28, 2009). Gross domestic product per capita,
reference 56.
Source. Canada Census, 1931–2006, Taxation Statistics (Ottawa, Ontario: Revenue Canada, 1948–1995).

FIGURE 1—Net income of Canadian physicians and average citizens from two sources (Canada Census and
Taxation Statistics), with gross domestic product (GDP) per capita, 1930–2005.
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given to gender, location, and
specialty, and comparisons were
made with other professionals
and ordinary workers. These
“green” and “yellow” books show
that medicare enhanced physician
earnings at the outset—for example, Saskatchewan doctors saw an
abrupt rise in income in the year
following their 1962 strike, when
the new medicare system ensured
that all their bills were paid in full.
Three contradictory reasons
were said to have prompted publication of the “yellow books.”
First, the reports would allay
medical fears and ensure that the
profession was not being shortchanged. Second, the books demonstrated the greater income
from group practice, a method
promoted by Hall. Third, physicians suspected that the government chose to publish the books
in order to manipulate public
opinion by featuring their wealth.
The media loved the “yellow
books” and “green books,” but
doctors resented them. D. A.
Geekie, communications director
of the CMA, opined that they
were “malicious,” seeking to
“compare sheeps to goats if not
alligators”; the “only reason for
publishing such data,” he wrote,
“is to exaggerate the gap between
the average Canadian and the
high earning physicians.”31 They
were “inaccurate,” “inappropriate,” and morally “wrong.”32
To express these concerns in
1972, the Canadian Medical Association Journal constructed a medical metaphor. “Every fall,” it
complained, “there is a short
epidemic of newspaper articles . . .
about physicians’ earnings. . . .
The causative organism . . . [is] the
publication of two separate but
related government reports”: the
“green books” and “yellow books.”
“We receive a number of missiles
asking why we don’t put a stop to

such reporting or provide an
explanation to put the profession
in a more favourable light.”33
The following year, medical
frustration and suspicion prompted Geekie to construct an imaginary interview with the hypothetical “Dr Joe Average Canuck”
and his wife, Ethel, who earns
“no income but spends well . . .
almost lavishly.” “([N]o male
chauvinism intended for the
12% of the profession that is
female),” wrote Geekie, but Joe
“is a pretty nice guy. He works
hard, is conscientious, and serves
good Scotch.” Yet, Joe laments, “‘I
am not nearly as well off as most
people believe.’” The fictitious
interviewer “suggested there had
to be a limit to what Canada
could pay physicians.” Then the
phone rang, and Doc Canuck
rushed off to an emergency,
although he was not on call.34
Sympathy for the doctors’
plight can be found in the graph
of percentage change in net earnings through this same period
(Figure B, available as a supplement to the online version of this
article at http://www.ajph.org).
With periodic controls set on
their fees and no protection from
inflation of expenses, a yo-yo
effect of chaotic swings for the
percentage of change of physician earnings contrasts starkly
with the slow steady rise for
average Canadians exemplified
by employees and laborers. The
supposedly reassuring numbers
were alarming. Physician resentment over the “yellow books”
ended with the books’ demise in
1973. This quiet execution coincided with the first year since
1957 that the percentage of
change of medical income actually fell below that of average
Canadians. For once, the government may also have found the
report embarrassing.
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Notwithstanding the marked
drop in the percentage of change
of earnings for 1972, medical
income had peaked at an all-time
high in the preceding year (Figure 1). Henceforth, analysts
would refer to this rise as the
“windfall” of early medicare,
which ended after the 1971–
1972 peak year.35 In his annual
rant of 1975, Geekie described
a dramatic reversal in “pecking
order of the various professional
groups,” referring to yet another
decline in the percentage of
change of medical earnings,
although actual income amounts
continued to rise.36 This “period
of adjustment” set the stage for a
future climate of mistrust.37
The 1970s was a decade of
tension. Physicians continued to
be the top earners, but their net
incomes rose at a rate that was
less than in the recent past, less
than inflation, and less than those
of other professions.38 The result
was a steady decline in medical
income relative to average earners over a decade until about
1981, although earnings never
dipped as low as they had been
before medicare (Figure 1). To
control costs, some policy analysts recommended closing immigration to foreign graduates and
ending the fee-for-service system
in favor of salaries.39 Many
anxious reports and editorials
appeared; doctors threatened to
move to the United States. Medicare was said to have taken a
toll on physician morale, professional satisfaction, and financial
status.40 Some surveys aired in
American media to emphasize
the “dissatisfaction,” “bitterness,”
and thoughts of leaving among
Canadian doctors victimized by
government interference.41
By 1980, an economist recommended what Hall had opposed:
that fee schedules be reviewed
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regularly by a third party.42 This
plan was never implemented. Fees
are still negotiated by professional
associations and governments
without third-party mediators.
Notwithstanding the temporarily reduced rate of change in
their earnings, physicians constituted the top-earning profession in Canada every year from
1958 forward and into the
present. Their average net
income increased at a rate that
consistently outstripped that of
all citizens: 1200% versus 676%
over 4 decades. The ratio of physician income to that of all Canadians was higher than before
medicare, ranging between three
and five-and-a-half times with an
overall upward trend. Sometimes
the percentage of increase was
less than that of other professions, but actual earnings
remained greater. The gap
between physicians and the nexthighest income group peaked
in the early 1970s “windfall”
moment, readjusted in the mid1970s, and then steadily widened again in favor of physicians.
The relative drop during the
decade of 1971 to 1981 exemplifies the profession–government
tension in that time of anti-inflation measures and fixed fees—
tensions that pervaded the media
and the popular, uncontrolled
surveys cited previously.
The “green book” figures were
slightly higher than were those in
the “yellow books” because Taxation Statistics included income
sources other than practice, such
as securities and real estate; in
some years, salaried doctors
were excluded. Doctors argued
that the “green books” gave a
falsely high impression of their
earnings and blurred distinctions
between general practitioners
versus specialists, rural versus
urban, male versus female, and
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salaried versus private. After
1992, Taxation Statistics information on medical earnings dried
up, owing to revisions in income
tax law that relieved taxpayers
of the obligation to specify their
occupations.

Late 1980s to 2005
For the most recent decades,
the best source on net medical
income remains the Canada Census.43 Once again, the data are
self-reported and probably underestimated. Turning from the more
reliable Taxation Statistics to sole
reliance on the Census source generates an apparent, abrupt drop in
medical income between 1992
and 1995 (Figure 1). According to
the Census, however, the trend in
income continued upward with no
drop, seemingly at the same rate
as before 1992. Therefore, the
“drop” between 1992 and 1995
may be an artifact of the Census
source and the underreporting
that characterizes it for all citizens.
From 1992 to 1995, the Medical Post reinstigated its satisfaction surveys, and the CMA
conducted a similar study in
1997.44 But these polls provided
no details on income because
such questions were not asked.

COMPARISON WITH US
PHYSICIANS
Finding reliable historical
information about medical earnings in the United States is even
more difficult than it is for Canada. Like their northern colleagues, US physicians have not
been forthcoming about their
earnings, except when it comes
to protesting inflated estimates.
As early as 1897, an American
doctor suggested that rich doctors were charlatans.45 In 1911,
a remark that medics earned

Source. For Canadian physician income, see Canada Census, 1931–2006 and Taxation Statistics (Ottawa, Ontario: Revenue Canada, 1948–1995).
24,28
For US physician income, see references 48-54.
a
Extrapolation of Canadian physician income based on Taxation Statistics.

FIGURE 2—Physician income in Canada and the United States, 1920–2005.
“princely sums” drew a sharp
rebuke.46 In 1989, a physician
wondered about the uncaring
message of ostentation sent by
the luxury cars belonging to his
colleagues.47 Most articles on
physician earnings in the American peer-reviewed literature
address concerns about income
of particular medical groups
identified by specialty, location,
or other characteristics, such as
radiologists, neurologists, surgeons, women, and academics.
Without a single-payer system,
Americans must rely on volunteer surveys conducted by the
profession, scholars, government,
or the media. But surveys are vulnerable to the criticisms of definition, response rate, honesty, and
variable motivation: those with
perceived complaints respond
more reliably. And, just as in
Canada, disparities emerge
involving gender, race, location,
and specialty, and between
reported versus actual income.
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American sources for this
research included a survey on
physician income undertaken by
the Committee of Costs on Medical Care just before the stock
market crash of 1929,48 a government study from 1945 to
1966,49 and sporadic surveys
conducted by academics,50 by the
journal Medical Economics from
1948 to 2003,51 and by the
American Medical Association in
1928,52 1949 to 1950,53 and
from 1988 to 200354 (Figure C,
available as a supplement to the
online version of the article at
http://www.ajph.org). Median
incomes, if given, were lower
than average incomes, but not all
surveys provided both figures.
The data points shown in the
supplemental figure were consolidated. If two different incomes
were reported when these surveys occasionally coincided, an
average was taken. Converting
Canadian medical incomes (as
shown in Figure 1) to historical
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equivalent US dollars and converting both American and Canadian figures to 2005 US dollars
allows comparison of medical
earnings in the two countries
across 8 decades (Figure 2).55
Figure 2 shows that US physicians have almost always earned
more than Canadian physicians.
The gap closed at the advent of
medicare during the 1960s and
early 1970s, when Canadian doctor income soared to equal and
even exceed that of American
doctors. Then the gap widened
again; however, the mid-1990s
disparity may be apparent, owing
to the Canada Census source for
the years after 1992. The latest
figures suggest a renewed trend
to narrow the gap with a relative
decline in US physician earnings
while the Canadian equivalent
continues to rise.
But these differences in
income may be common to all
Canadian and US earners, not
only physicians. The historical
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Source. For Canadian physician income, see Canada Census, 1931–2006 and Taxation Statistics (Ottawa, Ontario: Revenue Canada, 1948–
1995).24,28 For US physician income, see references 48-54. For gross domestic product per capita in both countries, see reference 56.
a
Extrapolation of Canadian physician income based on Taxation Statistics.

FIGURE 3—Ratio of Canadian gross domestic product (GDP) per capita to US GDP per capita and ratio of
Canadian physician income to US physician income, 1945–2005.

Source. For Canadian physician income, see Canada Census, 1931–2006 and Taxation Statistics (Ottawa, Ontario: Revenue Canada, 1948–
1995).24,28 For US physician income, see references 48-54. For gross domestic product per capita in both countries, see reference 56.
a
Extrapolation of Canadian physician income based on Taxation Statistics.

FIGURE 4—Ratio of Canadian physician income to Canadian gross domestic product (GDP) per capita and
ratio of US physician income to US GDP per capita, 1945–2005.
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gross domestic product (GDP) per
capita in each country reflects
average earnings of all citizens.
Canadian GDP per capita is close
to the income of the average
worker (Figure 1). It has never
equaled that of the United States,
ranging from a high of 91.4% in
1904 to a low of 60.3% in 1934
with other peaks in the late
1960s and early 1970s.56
Through time, the ratio of
Canadian to US physician earnings, as shown in Figure 2, has
ranged from 0.4 to 1.1. Figure 3
compares this ratio of physician
income in the two countries to
the ratio of the GDP per capita
between the two countries for
the same period. It appears that,
in the early years of medicare—
roughly 1962 to 1970—Canadian doctors fared at least as well
or better than their country as a
whole relative to the United
States. Then, as medicare
became established, Canadian
physicians fared less well. Once
again, however, the wider gap
after the mid-1990s could be
attributable to the Census source
that suggests a falsely lower medical income.
However, it is perhaps more
meaningful to compare physician
incomes to the GDP per capita
within each country—i.e., Canadian physicians to Canadian citizens, and US physicians to US
citizens—something the Canadian
government had been trying to do
with “yellow books” of the 1960s
and early 1970s (Figure 4).
Figure 4 shows that the ratio
of physician earnings to the GDP
per capita in their own countries
has been high, ranging from
roughly 3 to 10 times. Surprisingly, the greatest ratio was
Canadian, not American, from
roughly 1962 to 1972, when
physician earnings reached 10
times the GDP per capita of that
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nation during the “windfall”
years of early medicare. Indeed,
Canadian physicians also seem to
have experienced the lowest ratios
in the 1980s and mid-1990s.
Since then, the Canadian ratio
has been increasing, although it
remains smaller than its American
equivalent. But, again, Canadian
values from the mid-1990s may
be falsely low owing to the use
of the Census source in the
absence of disaggregated tax
data.
Overall, Figure 4 shows that
the US ratio has usually been
higher than the Canadian ratio,
and its range narrower, from just
above five to just over eight times
the GDP per capita in that country; the trend may be declining
since the mid-1990s. In 2005,
US doctors earned about five-anda-half times the US GDP per capita; Canadian doctors earned
about four times their country’s
GDP per capita. These estimates
are backed by a recent international study of physician supply.57

SUMMARY
To summarize these results,
Canadian doctors were always
well paid. Before 1900, they
were comfortable, but they drew
on many income sources and
carried large debts. The advent
of medicare resulted in a temporary boom that raised expectations and provoked a funding
crisis. Following the 1971–1972
peak in medical earnings, controls—on fees, wages, and prices—
set the thermostat for reactions
between the profession and government. Annual percentage
changes in medical income were
sometimes negative or less than
inflation for several years. This
situation fostered insecurity and
a lingering physician mistrust of
government. However, the years

after 1981 saw a steady rise in
medical income. Data for physician income after 1992 may be
falsely low owing to the Census
source. Changes promised to the
Canada Census in 2010 imply
that its accuracy could decline
further in the future, and information on health and income
data will be even more difficult
to obtain.58 Nevertheless, the
trends revealed in this research
are reliable. Over nearly 60
years, into the 21st century, physician income grew at a rate of
increase that outpaced that of
other Canadians. Since 1958
through the advent of medicare,
until at least 1992 and probably
into the present, physicians, as a
professional category, were the
top earners in the country.
Compared with the best figures
available for US physicians, Canadian doctors have almost always
earned less. However a comparison of medical earnings to the
GDP per capita in each country
shows that Canadian physicians
earned proportionately most in
the early years of medicare, peaking around 1972 when amounts
equaled and briefly exceeded US
medical income. Their earnings
then returned to three or four
times that of the GDP per capita,
a level that is nonetheless greater
than it had been before medicare,
and that is still rising. An analogy
can be found here with the apparent boom in US medical income
associated with the advent of US
Medicare in 1966.59
The observation that Canadian
physicians are paid less than
their American counterparts
invites us to ask, what do Canadians “get” in exchange for paying
their physicians less than their
American counterparts? A 1990
study showed that, although per
capita expenditures on health in
the United States were higher
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than those in Canada, the actual
number of services was fewer.60
In other words, Canadian citizens
were getting more and spending
less. Perhaps the corollary of this
observation is that Canadian doctors suffer because they work
more for less. Other comparisons
suggest that the high costs of
American care are not owing to
the admittedly higher physician
fees and income, but rather to
the much greater costs of administration generated by the private
insurance industry.61
In Canada, proportionately
more resources are devoted to
public health and to providing
free access to all citizens through
a system that costs less than its
American counterpart and is
associated with longer lifespan
and lower infant mortality. In
other words, better health indicators and greater accessibility are
correlated with the lower physician income.
Is it possible that high physician income could be correlated
with lower health outcomes? The
health indicators of Cuba, for one
extreme example, are among the
best in the world for a developing nation; yet, physicians in that
country—the vast majority of
whom are in general practice—
are known to exist on derisory
salaries amounting to less than
US $600 a year.62 Anthropological researchers characterize the
health of the country as a “gift,”
provided by the collective, including its doctors.63
Using the gift analogy then,
Canada’s doctors, who often
pay lip service to “advocacy,”
“accountability,” and “teamwork,”
can be seen to make an investment in public health stemming
from their lower earnings relative
to American doctors. But we have
no idea what the contribution has
been costing them in recent
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years—if anything—because we
cannot obtain the figures.
No one is proposing to cut
physician incomes to the insignificant amounts of Cuba. Yet how
much money do doctors really
need? A few scholars have used
a variety of economic theories to
analyze physician income. By
whatever model they chose to
define the task, the amounts paid
in Canada and the United States
were said to be too great.64 In
other words, whether or not it
correlates with lower health indicators, high medical income
could be a moral problem.

OBSERVATIONS AND
RECOMMENDATIONS
From this research, we observe
that even when the readjustments
resulting from various policy and
payment alterations are taken
into account, Canadian medicare
did not lead to a loss in physician
income. Rather, physician incomes grew more quickly than
those of other Canadians and are
considerably greater. In short, the
medical-income argument against
moving toward a Canadian-style
system is feeble. The only way to
revive it would be to find different and more reliable data.
Therefore, a recommendation
arising from this work is to make
more data on physician income
available. The information for this
research was not easily gathered;
better figures may reside in
sources currently inaccessible to
the average practitioner or historian. Distinctions between specialties, race, gender, and geographic
location would emerge.
This information problem
raises several questions relevant
to both countries. Why should
medical income be secret? Are
physicians embarrassed by their
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wealth? Someone has to be the
top earner. What is wrong with
that person being a doctor
instead of a hockey player? Even
more puzzling—if not ironic—is
the effect of Canadian legislation,
such as the Ontario Public Sector
Salary Disclosure Act (1996),
which ensures that the actual
names and actual incomes of
citizens paid more than
Can $100 000 from the public
purse are published every year in
the so-called “sunshine lists” at
government Web sites and in
leading newspapers.65 This move
to greater accountability makes
an annual spectacle of the wages
of teachers, professors, police
officers, hospital administrators,
and government employees—anyone paid by tax dollars. Journalists and voyeuristic citizens use
the lists to scrutinize individual
and collective use of resources.66
But doctors’ names do not appear
in these famous lists unless they
enjoy public-sector salaries, such
as stipends for academic or hospital administration. Yet, they are
paid by the taxpayer whether
their earnings derive from salaries
or from fee billings; transparency
and accountability dictate that
taxpayers have a right to know
how all their money is spent.
Therefore, physicians should
join citizens in encouraging the
revival of those annual “green”
and “yellow” reports, or their
equivalents. Doctors might be
pleasantly surprised to discover
that patients believe that they are
entitled to high incomes because
of their many years of expensive
study, heavy responsibilities, and
long hours of work. In turn, citizens might have reason to take
pride in remunerating hardworking physicians at a level that is
decent without being obscene.
The universal, single-payer
system has been good not only

for Canadians but also for their
doctors. At least, it has done no
harm. Q
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Part 4
Myths and facts
Myth 8:
Immigrants are using our health care resources, driving up costs.
Fact: Immigrants and emergency department visits by the uninsured are not the cause of
high and rising health care costs. Immigrants actually contribute more to the Medicare
Part A Trust Fund than they take out.

See: Mohanty, S., et. al. (2005). “Health Care Expenditures of Immigrants in the United States: A Nationally
Representative Analysis.” Am J Public Health, 95, 1431-1438.

See: Tyrance, P.H., Himmelstein, D.U., & Woolhandler, S. (1996). “US Emergency Department Costs: No Emergency.”
Am J Public Health, 95, 1527-1531.
See: Gusmano, M. (2012). “Undocumented Immigrants in the United States: U.S. Health Policy and Access to Care.”
Undocumented Patients web site (Garrison, NY: The Hastings Center).

See: Zallman, L., et. al. (2013). “Immigrants Contributed An Estimated $115.2 Billion More To The Medicare Trust
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Health Care Expenditures of Immigrants in the United States:
A Nationally Representative Analysis
| Sarita A. Mohanty, MD, MPH, Steffie Woolhandler, MD, MPH, David U. Himmelstein, MD, Susmita Pati, MD, MPH, Olveen Carrasquillo, MD, MPH,
and David H. Bor, MD

The United States is a nation of immigrants. In
2000, the immigrant population of the United
States was 28.4 million, 10.4% of the total
population.1 In one of the most comprehensive
analyses to date on the costs and benefits of
immigrants to the US economy, the National
Research Council concluded that immigrants
add as much as $10 billion to the economy
each year and that immigrants will pay on
average $80 000 per capita more in taxes than
they use in government services over their lifetimes.2 The Social Security Administration estimates that workers without valid social security numbers contribute 8.5 billion dollars
annually to Social Security and Medicare. Such
workers, most of them immigrants, usually receive no eligibility credits for their contributions.3 Taxpayers and politicians in states such
as New York, California, Texas, Arizona, and
Florida have expressed concern about the
potential extra burden immigrants place on
their states’ health care systems,5–8 particularly
state welfare and Medicaid programs.9
Researchers from the Center for Immigration Studies have concluded that because immigrant labor has “limited value . . . in an
economy that increasingly demands educated
workers,” providing insurance to immigrants is
“at the taxpayer expense.”10 These views have
resulted in legislative initiatives such as California’s Proposition 181, which attempted (before it was ultimately overturned in court) to
bar undocumented immigrants from receiving
nonemergency health services.11 Similarly, the
1996 Personal Work and Responsibility Reconciliation Act made most legal immigrants
who entered the United States after 1996 ineligible for Medicaid for 5 years after entry.12
Although more recent surveys suggest that
public attitudes toward immigrants’ contributions, particularly with regard to economic
impact, are becoming more positive,13 public
fears after September 2001 may reverse this
trend.

Objectives. We compared the health care expenditures of immigrants residing in the United States with health care expenditures of US-born persons.
Methods. We used the 1998 Medical Expenditure Panel Survey linked to the
1996–1997 National Health Interview Survey to analyze data on 18 398 US-born
persons and 2843 immigrants. Using a 2-part regression model, we estimated total
health care expenditures, as well as expenditures for emergency department
(ED) visits, office-based visits, hospital-based outpatient visits, inpatient visits,
and prescription drugs.
Results. Immigrants accounted for $39.5 billion (SE = $4 billion) in health care
expenditures. After multivariate adjustment, per capita total health care expenditures of immigrants were 55% lower than those of US-born persons ($1139 vs
$2546). Similarly, expenditures for uninsured and publicly insured immigrants
were approximately half those of their US-born counterparts. Immigrant children had 74% lower per capita health care expenditures than US-born children.
However, ED expenditures were more than 3 times higher for immigrant children than for US-born children.
Conclusions. Health care expenditures are substantially lower for immigrants
than for US-born persons. Our study refutes the assumption that immigrants
represent a disproportionate financial burden on the US health care system.
(Am J Public Health. 2005;95:1431–1438. doi:10.2105/AJPH.2004.044602)
In this study, we used nationally representative data to compare the health care expenditures of immigrants and US-born individuals.

METHODS
Survey Instrument
We analyzed data from the Agency for
Healthcare Research and Quality’s 1998
Medical Expenditure Panel Survey (MEPS).
This survey is designed to provide nationally
representative estimates of expenditures and
health services for the US civilian noninstitutionalized population.14 To provide estimates
for specific priority populations, MEPS oversamples low-income families and ethnic minorities. MEPS data are compiled through information obtained from the Household
Component, the Medical Provider Component, and the Insurance Component of MEPS.
In the MEPS Household Component, respondents use a computer-assisted program to report sociodemographic characteristics, health
and functional status, use of medical care ser-

vices, health insurance coverage, income, and
employment. The MEPS Medical Provider
Component supplements and validates information on medical care events reported in
the Household Component by contacting providers and facilities identified by household
respondents. The Medical Provider Component includes expenditure data from hospitals,
outpatient medical providers, home health
agencies, and pharmacies.
We analyzed total health expenditures during 1998, including expenditures for several
specific population subgroups and categories
of health care. MEPS defines expenditures as
the sum of payments for care provided during
1998. This figure includes payments such as
out-of-pocket payments, insurers’ payments,
and imputed payments for free care received
in public hospitals or clinics. The Agency
for Healthcare Research and Quality uses
weighted sequential hot-deck imputation15 for
any missing values (for a respondent with
missing data, values are imputed from the
nearest preceding respondent in the sequence
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who has similar characteristics and complete
information).16 MEPS combines facility and
physician expenses when tabulating emergency department, hospital-based outpatient,
and inpatient expenditures. Payments for
over-the-counter drugs and for alternative
medicine (e.g., acupuncture, chiropractic care)
are not included in MEPS. MEPS expenditure
estimates exclude costs for health care administration and institutionalized care. However,
after adjustment for these omissions, MEPS
estimates of national health expenditures substantially agree with those of the US Department of Health and Human Services’ National
Health Accounts.17
MEPS expenditure data include estimates
of free care and bad debt in public hospitals
or clinics. These imputed expenditure data
are designed to account for payments, made
from government budgets, that are not tied to
specific patients. However, MEPS expenditure
data do not cover uncollected liabilities, negotiated discounts, bad debt, and free care associated with private providers.15 By some estimates, US hospitals (public and private) write
off as much as $2 billion a year in unpaid
medical bills to treat illegal immigrants.18
Therefore, we performed a separate confirmatory analysis of MEPS total charges (rather
than expenditures) for health care, which include free care delivered at any site. Charge
variables should be interpreted with caution,
because they do not represent actual dollars
exchanged for services or the resource costs
of those services.15
To obtain data on the immigration status of
respondents, we combined the Household
Component file of the 1998 MEPS with the
1996–1997 National Health Interview Survey (NHIS), which asked respondents about
their place of birth. Each year, MEPS draws a
new panel from the previous year’s NHIS
sample. The NHIS includes self-reported data
on place of birth as well as on a variety of
other sociodemographic and household characteristics not included in the MEPS. As described elsewhere,19 NHIS and MEPS data
sets can be linked. In 1998, MEPS sampled
24 072 individuals and assigned positive
person-level weights for 22 953 individuals.
We were able to link 21 241 individuals in
the MEPS sample (18 398 US-born persons
and 2843 immigrants) with the NHIS sample.

Individuals sampled in MEPS were not linked
with the NHIS sample (or did not receive a
person-level weight) if they were not a member of an NHIS household at the time of the
1996–1997 NHIS interview but had entered
the household by the time of the MEPS interview (e.g., newborns; those returning from
military service, college, or travel; those newly
married or moving into a new household).
We found that when these files were
linked, 7.4% of the MEPS sample was omitted. This factor remains a limitation of the
MEPS–NHIS merge, because no weighting
adjustment was made for these missing individuals. Despite this limitation, the merging of
these 2 national data sets is an accepted
methodology.20 An individual was defined as
US born if he or she was born in one of the
50 states or the District of Columbia. All others were classified as foreign born. Foreignborn persons included naturalized citizens,
permanent residents, visa holders, refugees,
and undocumented immigrants. However,
data on specific resident categories were not
provided in the NHIS. For the purposes of
this study, the terms “foreign born” and “immigrant” were considered to be synonymous.

Statistical Analysis
To obtain nationally representative estimates, we used person-level weights (which
reflect population distributions and account
for each household’s probability of selection),
ratio adjustment to national population estimates at the household level, and adjustment
for nonresponse. Because population estimates may be unstable if cells have fewer
than 100 respondents, we combined such
small cells with other subgroups for our
analyses.21 To obtain estimates of variability,
we used a Taylor Series estimation approach
with the SUDAAN software package.22 We
performed χ2 analyses to examine the distribution of categorical variables among immigrants and US-born persons. We used t tests
to compare mean per capita health expenditures among groups.
To obtain estimates of health expenditures
adjusted for potential covariates, we used the
Rand Health Insurance Experiment 2-part regression model.23–25 This model is used to analyze heteroscedastic and highly skewed data
such as health care expenditures (many peo-

ple report no health care expenditures). The
model uses an initial multivariate logistic regression to predict the probability of having
any expenditure. This probability is multiplied
by the predicted log-transformed expenditure
of any individual with nonzero expenditures
(as determined from a multivariate linear regression model of individuals with nonzero
expenditures). For this 2-part model, we used
SUDAAN statistical software, which allows
adjustment for complex survey design.
Covariates in the 2-part model included
the following: age (analyzed as both a continuous and a categorical variable), gender,
race/ethnicity, family income (dichotomized
as either < 200% or ≥ 200% of the federal
poverty level [FPL]), education, insurance
status, self-reported health status, residence
in a metropolitan statistical area, and geographic region. In preliminary models, we
found that after adjustment for other covariates, gender, education, geographic region,
and metropolitan statistical area were no
longer significant predictors of health care
expenditures, nor did they improve the
model fit. They were therefore excluded,
leaving the following covariates in the final
regression models to predict expenditures:
age (as a continuous variable), race/ethnicity,
insurance status, family income, and selfreported health status. Additionally, we explored the possibility of interactions of the
covariates with immigrant status. We found
a significant interaction between immigrant
status and race/ethnicity, and therefore included an interaction term in the multivariate
regression analyses.
As in other studies,26,27 we used smearing
factors to retransform the final estimates28,29
and calculated standard errors for predicted
expenditures, using bootstrapping with 2000
iterations.30 We also conducted a stratified regression analysis of health care expenditures
by insurance status and income, again controlling for the other covariates in the model.
We opted to perform these stratified analyses
because income and insurance status are important predictors of health service use.
We also performed a subgroup analysis of
government payments (Medicare, Civilian
Health and Medical Program of the Uniformed Services of the United States
[CHAMPUS], Civilian Health and Medical
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TABLE 1—Demographic and Health Characteristics of US-Born Persons and of Immigrants
Residing in the United States: 1998
US-Born Persons,
% (n = 18 398)a

Immigrants,
% (n = 2843)b

16.7

3.0

Age, y
Birth–11

<.0001

12–17

9.7

4.4

18–44

38.8

55.5

45–64

22.0

25.9

≥ 65

12.9

11.3

Male

48.5

49.7

Female

51.5

50.3

White

77.4

28.4

Black

Gender

NS

Race/ethnicity

<.0001
13.1

6.0

Hispanic

7.8

42.6

Asian/Pacific Islander

1.1

23.0

74.9

58.1

Insurance status
Any private

<.0001

Public only

15.0

17.3

Uninsured

10.0

24.6

12.0

16.1

Family income as % of federal poverty level
Poor (< 100)
Near-poor (100 to < 125)

<.0001
4.0

5.7

Low (125 to < 200)

12.7

17.8

Middle (200 to < 400)

32.7

29.9

High ( ≥ 400)

38.6

30.6

Excellent

35.1

29.2

Heath status

.03

Very good

31.2

30.4

Good

22.9

27.6

Fair

7.8

9.7

Poor

3.1

3.2

4.8

18.3

Grades 8–12

46.8

38.1

> Grade 12

48.2

43.2

Northeast

18.4

24.9

Midwest

25.1

9.3

South

36.3

23.0

West

20.2

42.8

Yes

78.9

95.1

No

21.1

4.9

Education (among adults)
< Grade 8

P

<.0001

Region of country

<.0001

Residence in metropolitan statistical area

<.0001

Note. NS = nonsignificant. Data are from the 1998 Medical Expenditure Panel Survey and the 1996–1997 National Health
Interview Survey.
a
Total US-born population = 229 million.
b
Total immigrant population = 25 million.
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Program of the Veterans Administration
[CHAMPVA], Tricare, Medicaid, and other
public hospital/physician coverage) by using a
2-part multivariate regression model similar
to that described in this section.
Because children’s health care use differs
from that of adults and is of particular policy
interest,26,31,32 we performed separate analyses comparing immigrant children (n = 276)
with US-born children (n = 5657) younger
than 18 years. For children, we also used a
2-part model regression analysis similar to
that described in this section, controlling for
age, race/ethnicity (including a term capturing the interaction of race/ethnicity with immigrant status), poverty level, insurance status, and functional status. In our model for
children, we included 2 variables that have
been used as surrogates for a child’s functional status20,26: (1) whether a child resists
illness well (reported by a parent) and
(2) whether a child performs age-appropriate
tasks (also reported by a parent).

RESULTS
In 1998, immigrant health care expenditures were $39.5 billion (SE = $4.0 billion),
or 7.9% of the US total. This figure included
$25.0 billion (SE = $3.4 billion) in payments
made by private insurers on behalf of immigrants, $2.8 billion (SE = $0.4 billion) paid
directly by immigrants, and $11.7 billion
(SE = $1.7 billion) paid by government
sources. US-born individuals (90% of the
population) accounted for 93% of private
insurer expenditures and 92% of both government and out-of-pocket payments.
We found that immigrants differ from USborn persons in demographics, unadjusted
per capita health expenditures, and adjusted
health expenditures. Demographic data are
presented in Table 1. Immigrants overall were
younger, although the immigrant population
contained a lower proportion of children than
did the US-born population. In addition, compared with US-born persons, immigrants had
lower incomes and educational attainment
and lower self-reported health status, and
were more likely to live in the West, the
Northeast, and urban regions.
Unadjusted per capita total health care expenditures were lower for immigrants than
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TABLE 2—Unadjusted Per Capita Health Care Expenditures of US-Born Persons and
Immigrants Residing in the United States: 1998.
Per Capita Expenditures, $

Age, y***
0–11***
12–17***
18–44*
45–64**
≥ 65
Gender***
Male**
Female
Race/ethnicity***
White
Black
Hispanic
Asian/Pacific Islander
Insurance status***
Any private
Public only
Uninsured
Family income as % of federal poverty level
< 200***
≥ 200
Health status***
Excellent/very good/good*
Fair/poor**
Education (adults only)***
< Grade 8
Grades 8–12***
> Grade 12
Region of country*
Northeast
Midwest
South
West
Residing in metropolitan statistical area ***
Yes*
No
Total sample, mean expenditures***

US-Born Persons (SE)

Immigrants (SE)

573 (34)
932 (65)
1408 (61)
2716 (105)
5247 (222)

291 (66)
220 (51)
994 (158)
1833 (196)
4776 (745)

1703 (67)
2290 (71)

1244 (131)
1916 (246)

2153 (59)
1632 (136)
1184 (109)
1776 (853)

2351 (338)
1539 (374)
1233 (150)
1295 (347)

1906 (54)
3447 (192)
629 (59)

1711 (213)
2749 (364)
459 (66)

2189 (100)
1932 (57)

1419 (180)
1687 (206)

1469 (38)
6449 (298)

1167 (124)
4465 (730)

5186 (535)
2479 (95)
2184 (86)

1804 (261)
1483 (190)
1831 (287)

1971 (161)
2034 (74)
2.032 (94)
1952 (68)

1650 (242)
1550 (564)
1758 (216)
1454 (271)

1964 (57)
2158 (105)

1563 (155)
1935 (499)

2005 (50)

1582 (149)

Note. Data are from the 1998 Medical Expenditure Panel Survey and the 1996–1997 National Health Interview Survey.
*P < .05; **P < .01; ***P < .001 (for comparison between immigrants and US born).

for the US born across all age groups (the
difference for those 65 years and older was
not statistically significant) (Table 2). For example, per capita expenditures of immigrant
children younger than 12 years were 49%
lower than those of US-born children, and ex-

penditures of immigrant children aged 12 to
17 years were 76% lower than those of USborn adolescents. The differences in expenditures between immigrants and nonimmigrants
were substantially greater for men than for
women. Poorer immigrants and immigrants
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with government insurance had lower expenditures than did the poorer US born and the
US-born publicly insured.
In Figure 1, we present percentile distributions of total health care expenditures, comparing US-born persons and immigrants. Total
health care expenditures for both groups
were highly skewed. The median total expenditure for health care was $1563 for US-born
persons versus $1163 for immigrants (P <
.0001). For all deciles shown, health care expenditures for US-born individuals were significantly higher than those for immigrants. In
the lowest 3 deciles of health care expenditures, immigrants had no reported expenses.
In the top decile, US-born individuals had expenditures that were $1342 higher than
those for immigrants in 1998.
In our 2-part multivariate logistic regression model, immigrants had a lower probability of expenditures and a lower probability of
expenditures for emergency care, office-based
visits, and prescription medications than USborn persons (data not shown).
Adjusted expenditures were lower for all
immigrants than for all US-born persons
across all expenditure subgroups (Table 3).
Health care expenditures for immigrants averaged $1139 per person in 1998, compared with $2546 for US-born persons
(P < .0001). Immigrants also had lower adjusted expenditures for emergency care, office-based visits, outpatient visits, inpatient
visits, and prescription drugs. Our confirmatory analysis of charges rather than expenditures found virtually identical trends (data
not shown).
We also performed a multivariate analysis
of health care expenditures stratified by insurance status and income. Per capita total expenditures of insured immigrants (those with
any private or public insurance) were 52%
lower than those of insured US-born individuals; expenditures for uninsured immigrants
were 61% lower than those for the US-born
uninsured. In a subgroup analysis limited to
persons with public coverage, per capita expenditures of publicly insured immigrants
were 44% lower than those of US-born persons who were publicly insured ($2774 [SE =
$231] vs $4963 [SE = $189]; P < .0001). Expenditures of higher-income immigrants
(those with incomes ≥ 200% of the FPL)
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Hispanic Whites, non-Hispanic Blacks, and
Hispanics were lower than those for US-born
individuals from these groups.

DISCUSSION

Note. Dollar figures are for median total health care expenditures within each decile.

FIGURE 1—Percentile distributions of total 1998 health care expenditures of US-born
persons and immigrants residing in the United States in 1998.

were 53% lower than those of higher-income
US-born persons; health care expenditures of
lower-income immigrants (those with incomes
< 200% of the FPL) were 60% lower than
those of lower-income US-born individuals.
Similar patterns were seen in analyses of expenditures for emergency care, office-based
visits, outpatient visits, inpatient visits, and
prescription drugs stratified by insurance and
income status.
Immigrant children were much more
likely than US-born children to be uninsured
(29% vs 9%, P < .0001) or publicly insured
(31% vs 20%, P < .0001). However, immigrant children’s rates of public coverage
were disproportionately low compared with
the same children’s poverty rates; 43% of
immigrant children lived in low-income families, compared with 23% of US-born children (P < .0001).
Results of the unadjusted and adjusted
models for children are shown in Table 3. Expenditures for total health care, office-based
visits, outpatient visits, inpatient visits, and
prescription drugs were markedly lower for
immigrant children than for US-born children.
However, per capita emergency department

expenditures were more than 3 times higher
among immigrant children than among USborn children.
We performed a stratified analysis by insurance status and income of children’s
health care expenditures. Health care expenditures for insured immigrant children were
60% lower than those for insured US-born
children. Health care expenditures for uninsured immigrant children were 86% lower
than those for uninsured US-born children.
Expenditures among higher-income immigrant children were 53% lower than those
among higher-income US-born children. Expenditures of immigrant children in lower-income brackets were 84% lower than those of
lower-income US-born children.
We also estimated health care expenditures
among all US-born persons and immigrants
according to race/ethnicity. As shown in
Table 4, after multivariate adjustment, nonHispanic Whites had the highest per capita
expenditures, whereas Hispanics and Asians
had the lowest per capita expenditures.
Health care expenditures were similar for USborn and immigrant Asians. In contrast, adjusted health expenditures for immigrant non-

Immigrants have less access to health care
and less health care use than do US-born individuals, as reflected in their lower health
care expenditures. Studies have shown that
insurance coverage increases access to care
and thus utilization of care, as well as improving health outcomes.33–35 In our study, we
found that per capita health care expenditures for immigrants in 1998 were far lower
than expenditures for the US born. In addition, among adults and children enrolled in
publicly financed insurance programs, immigrants had lower per capita publicly-financed
health care expenditures than did the US
born. We also found grave disparities in expenditures among most racial/ethnic groups,
particularly among immigrants who were
non-Hispanic White, non-Hispanic Black, or
Hispanic.
When stratified by age, immigrants in
every age group but 65 years and older had
health care expenditures that were 30% to
75% lower than those for US-born persons.
Disparities among children were greatest, particularly among adolescents 12–17 years old.
Combined with our finding of higher per capita emergency department expenditures for
immigrant children, our data suggest that access to routine and ongoing care may be especially problematic for immigrant children.
These findings are consistent with those of a
1999 study using NHIS data36 that showed
foreign-born children were 5 times more
likely than US-born children to lack a usual
source of health care.
Ku and Matani37 found that noncitizen children were less likely than citizen children to
have made both ambulatory and emergency
department visits. Like Ku and Matani, we
found a significantly lower mean number of
emergency department visits among immigrant children than among US-born children
(data not shown); however, per capita emergency department expenditures for immigrant
children were significantly higher because immigrant children’s costs per visit were much
higher. This finding suggests that immigrant
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TABLE 3—Unadjusted and Adjusted Mean Per Capita Health Care Expenditures for All Ages
and Subgroup Analysis for Children: 1998
Per Capita Expenditures, $
All Agesa

Childrenb

US Born (SE)

Immigrant (SE)

US Born (SE)

Immigrant (SE)

2005 (50)
2546 (38)

1582 (149)**
1139 (62)***

704 (32)
1059 (11)

249 (43)***
270 (22)***

63 (3)
91 (1)

42(8)*
33 (1)***

42 (3)
18 (1)

32 (10)
45 (3)***

432 (13)
410 (5)

323 (26)***
209 (11)***

189 (13)
215 (2)

65 (18)***
63 (5)***

228 (10)
241 (3)

231 (53)
102 (3)*

66 (8)
84 (1)

29 (14)*
25 (2)***

647 (36)
932 (22)

537 (94)
634 (44)***

100 (14)
167 (1)

7 (6)***
16 (1)***

310 (9)
507 (10)

195 (14)***
159 (11)***

65 (3)
86 (1)

25 (7)***
24 (2)***

Total health care
Unadjusted
Adjusted
Emergency department
Unadjusted
Adjusted
Office visits
Unadjusted
Adjusted
Outpatient visits
Unadjusted
Adjusted
Inpatient visits
Unadjusted
Adjusted
Prescription drugs
Unadjusted
Adjusted

Note. Data are from the 1998 Medical Expenditure Panel Survey and the 1996–1997 National Health Interview Survey.
a
For all age groups, mean per capita expenditures were predicted by a 2-part model with adjustments for age, ethnicity, poverty
level, insurance status, patient-reported health status, and a term for the interaction of immigrant status and ethnicity.
b
For children, mean per capita expenditures were predicted by a 2-part model with adjustments for age, race/ethnicity,
poverty level, insurance status, parent-reported health status (whether a child resisted illness well and whether a child
performed age-appropriate social roles), and a term for the interaction of immigrant status and ethnicity.
*P < .05; **P < .01; ***P < .001 (for comparison with US born).

TABLE 4—Adjusted Per Capita Health
Care Expenditures Among US-Born
Persons and Immigrants of All Ages,
by Race/Ethnicitya
Per Capita Expenditures, $
Race/Ethnicity
Non-Hispanic White
Non-Hispanic Black
Hispanic
Asian/Pacific Islander

US–Born
Persons (SE)

Immigrants
(SE)

3117 (40) 1747 (115)***
2524 (80) 1030 (123)***
1870 (60)
962 (53)***
1460 (198) 1324 (82)

Note. Data are from the 1998 Medical Expenditure
Panel Survey and the 1996–1997 National Health
Interview Survey.
a
Mean per capita expenditures were predicted by a
2-part model with adjustments for age, poverty level,
insurance status, and patient-reported health status.
***P < .001 (for comparison with US born).

children may be sicker when they arrive at
the emergency department. The higher emergency department expenditures we found for
immigrant children probably reflect poor access to primary care (as evidenced by such
childrens’ low outpatient, office-based visit
health expenditures).
Some of our findings may be explained by
the limits that the 1996 welfare reform legislation38,39 imposed on immigrants’ eligibility
for government health services. The Personal Responsibility and Work Opportunity
Reconciliation Act12 and the Illegal Immigration Reform and Immigrant Responsibility
Act40 substantially restricted recent immigrants’ eligibility for Medicaid and other
public benefits.
Before 1996, all legal permanent residents
and other legal immigrants had the same access to public benefits, including Medicaid, as

did US citizens. However, welfare reform and
other policies established a 5-year ban on
Medicaid eligibility for nonrefugee immigrants entering the United States after August 1996. The reform also stated that the
income of immigrants’ sponsors would be
counted in determining eligibility and that
sponsors could be held financially liable for
public benefits used by immigrants. These
policies created confusion about eligibility
and appeared to lead even eligible immigrants to believe that they should avoid public programs. Even in states that have attempted to continue public insurance for
immigrants, lack of awareness of eligibility
for these programs remains a problem.41
Our findings remained robust even after
adjustment for health insurance status, suggesting that immigrants compared with the
US born, face additional unmeasured access
barriers, including cultural and linguistic barriers.42–44 As an example 1 study at an innercity clinic found that 1 in 9 immigrant parents reported that they had not brought their
children in for care because they felt that the
medical staff did not understand Latino culture.45 Additionally, among the 5–10 million
immigrants residing in the United States who
are undocumented, fear of deportation is a
barrier.46
Our finding of lower health care expenditures among immigrants cannot be explained
by free care. The MEPS captures free care
(and bad debt) in public (but not private) institutions as expenditures; the MEPS captures
free care at any site as a charge. Our chargebased analysis yielded results very similar to
those of our primary, expenditure-based analysis, indicating that adjustment of expenditure
data for free care at private institutions would
not change our results. This conclusion is also
supported by a recent study that found no relationship between a state’s uncompensated
care burden and its percentage of noncitizen
immigrants.47 The deficit of care among immigrants is probably not because of less need;
immigrants in our study had slightly worse
self-reported health than US-born persons.
Several limitations of this study should be
noted. First, because the 1998 MEPS, like
the 2000 US census,1 did not ask about immigration or citizenship status, we could not
distinguish between naturalized citizens and
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other immigrant groups. Thus, our immigrant category included many Europeanborn persons who resided in the United
States for decades, had already become US
citizens, and had fully assimilated into US
culture and the US economy and health care
system. Had we been able to exclude such
immigrants, we would probably have found
greater disparities. Similarly, we could not
specifically identify undocumented persons,
whom we suspect have the lowest health
care expenditures.
Our study also could not capture health
care expenditures outside the United States,
where some immigrants may travel to obtain
care or prescription drugs. For example, immigrants near the Mexican border may obtain
medications from pharmacies in Mexico.
However, these omitted out-of-country expenditures could not be viewed as a burden on
the US health care system. MEPS also omits
expenditures for medical care received by
institutionalized persons (including nursing
home residents) and for nonprescription
drugs. Studies have consistently found that
racial/ethnic minority populations reside
in nursing homes less often than do nonHispanic Whites.48
Our findings show that widely held assumptions that immigrants are consuming
large amounts of scarce health care resources
are invalid; these findings support calls to repeal legislation proposed on the basis of such
assumptions. The low expenditures of publicly insured immigrants also suggest that policy efforts to terminate immigrants’ coverage
would result in little savings. In addition,
lower health care expenditures by immigrants
suggest important disparities in health care
use, especially for children. Immigrant children will grow up to become a major segment of the US workforce in the coming
years. Ensuring access to health services
needed for proper growth and development
should be a national priority. Policies that
may improve immigrants’ access to care include providing interpreter services, ending
restrictions on Medicaid and State Children’s
Health Insurance Program eligibility, improving employer-provided coverage for immigrant workers, and implementing universal
national health insurance.49 Our study lends
support to these and other initiatives aimed at

reducing and ultimately eliminating disparities in access to and use of health services.

6. The costs of illegal immigration to Arizonans: a
report by the Federation for American Immigration Reform, June 2004. Available at: http://www.fairus.org/
news/NewsPrint.cfm?ID=2442&c=55. Accessed May
3, 2005.
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Undocumented Immigrants in the United States:
U.S. Health Policy and Access to Care
By Michael K. Gusmano
Access to health care for undocumented immigrants in the
U.S. is shaped by several policies and programs at the federal
state and local level. This issue brief provides an overview of key
federal and state policies.
Are undocumented immigrants eligible for public insurance
programs?
With the exception of emergency medical care, undocu
mented immigrants are not eligible for federally funded pub
lic health insurance programs, including Medicare, Medicaid
and the Child Health Insurance Program (CHIP).1Medicare
is a social insurance program that provides health insurance
to people age 65 and over, as well as people with permanent
disabilities and endstage renal disease. Medicaid is a means
tested social welfare program that provides health insurance to
certain categories of poor people. CHIP, created in 1997, is a
block grant program to expand coverage to children in fami
lies with incomes that exceed Medicaid eligibility.2 There is no
organized, national program to provide health care for undoc
umented children. U.S.born children in mixedstatus families
may be eligible for Medicaid or CHIP if they qualify on the basis
of income and age.
Although federal funds may not be used to provide non
emergency health care to undocumented immigrants, some
states and local governments use their own funds to offer cover
age to undocumented children.3 For example, the Healthy Kids
program in San Francisco covers uninsured children under the
age of 19, including undocumented children.4 Similarly, the All
Kids program Illinois covers all children under the age of 19
who meet program income requirements, regardless of immi
gration status.5
PRUCOL (Permanent Residence Under Color of Law) is a
public benefits eligibility category that refers to individuals who
are in the U.S. with the knowledge of immigration services and
are not likely to be deported.Before the adoption of the Personal
Responsibility and Work Opportunity Reconciliation Act of
1996,6 people with PRUCOL status were eligible for Medicaid,
but PRWORA eliminated their eligibility with the exception of
emergency services. In New York, the State Court of Appeals
(Aliessa et al. v. Novello) concluded that denying access to Med
icaid violated the equal protection clauses of the New York and
U.S. constitutions. As a result, New York provides Medicaid to
this population using state funds only.
In about half of the U.S. states, immigrant children under the
age of 21 and pregnant woman who have been granted deferred
action on their immigration status are allowed to apply for Med
icaid and the CHIP or enroll in their state’s high risk insurance

pool. An exception to this, however, are the socalled “dream
ers” – the estimated 1.7 million undocumented teenagers and
young adults granted deferred action by the Obama Admin
istration on June 15, 2012.7 President Obama announced that
undocumented immigrants who were brought to the U.S.
before they turned 16 and are younger than 30, have been in
the country for at least five continuous years, have no criminal
history, graduated from a U.S. high school or earned their GED,
or honorably discharged from the military will be immune from
deportation and can apply for a work permit that will be good
for two years with no limits on renewal.On August 28, 2012,
the Obama Administration announced that the young people
affected by this directive would not meet the definition of being
“lawfully present”and would therefore be ineligible for Medic
aid, the CHIP and the insurance benefits of the ACA.8
How is emergency medical care available to undocumented
immigrants?
In 1986 the Congress enacted the Emergency Medical Treat
ment and Active Labor Act (EMTALA) as part of the Consol
idated Omnibus Budget Reconciliation Act of 1985 (COBRA)
(Pub. L. 99–272). The law was designed to provide patients
with access to emergency medical care and to prevent hospi
tals from “dumping” unstable patients that could not afford to
pay for their care.”9 Under the law, “any patient arriving at an
Emergency Department (ED) in a hospital that participates in
the Medicare program must be given an initial screening, and if
found to be in need of emergency treatment (or in active labor),
must be treated until stable.”10 The law defines an emergency
medical condition as a “medical condition manifesting itself by
acute symptoms of sufcient severity such that the absence of
immediate medical attention could reasonably be expected to
result in – (i) [p]lacing the health of the individual … in serious
jeopardy; (ii) [s]erious impairment to bodily functions; or (iii)
[s]erious dysfunction of any bodily organ part[.]” It requires
hospitals covered by the law to provide patients with an emer
gency medical condition with “an appropriate medical screen
ing examination within the capability of the hospital’s emer
gency department, including ancillary services routinely avail
able to the emergency department, to determine whether or
not an emergency medical condition (EMC) exists.” (42 C.F.R
489.24(a)(1)(i)). the medical screening examination “must be
conducted by an individual(s) who is determined qualified by
hospital bylaws or rules and regulations” (42 C.F.R. § 489.24(a)
(1)(i)).
Although the law refers specifically to hospitals with an
ED, the guidelines from the federal government have applied
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EMTALA requirements to all facilities that participate in the
Medicare program and offer emergency services.11 Met, while
EMTALA requires covered hospitals to stabilize patients with
emergency medical conditions, it does not require these facili
ties to provide additional treatment. There is a legal dispute over
whether the stabilization requirement in EMTALA continues to
apply if a patient has been admitted to the hospital.12 Decisions
by the Fourth, Ninth and Eleventh Circuit Courts held that
hospitals have no stabilization duties once patients are admit
ted,13 but the Sixth Circuit held the opposite.14
In addition to EMTALA, it is also possible for undocu
mented immigrants to qualify for Medicaid coverage for emer
gency care. The definition of emergency care and the scope of
services available through the Medicaid programs vary by state.
For example, in New York State Medicaid for Emergency Care
may be used to provide chemotherapy and radiation therapy to
undocumented patients with cancer. In New York State, Cali
fornia, and North Carolina, it may be used to provide outpatient
dialysis to undocumented patients.15
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Do undocumented immigrants have access to care through
the health care safety net?
To care for the lower income residents, including undocu
mented immigrants, the U.S. relies on a patchwork “system” of
safetynet providers, including public and notforprofit hos
pitals, federally qualified community health centers (FQHCs),
and migrant health centers. Since the Omnibus Budget Recon
ciliation Act of 1981, a hospital recognized as “disproportion
ate share hospital” (DSH) with respect to the percentages of
lowincome and uninsured patients it treats receives additional
payments from Medicaid to support uncompensated care. Con
gress also required Medicare to allocate DSH funds to hospitals.
The DSH programs fund hospital care for uninsured patients.
Together, the Medicare and Medicaid DSH programs pro
vide more than $20 billion to qualified hospitals annually, but
these programs are scheduled to be reduced significantly under
health care reform.16
Federally Qualified Health Centers (FQHCs) and Migrant
Health Centers are notforprofit organizations17 funded by the

federal Health Resources and Services Administration (HRSA).
Both offer comprehensive primary care to vulnerable popula
tions that include Medicaid patients, uninsured patients, and
patients in underserved urban, suburban, and rural areas.
They provide care regardless of ability to pay, insurance sta
tus or immigration status. Both are required to have a board of
directors with a majority (at least 51%) of the members from
the community served by the center. In addition, both types of
health centers are required to use a sliding fee scale. The main
difference between them is that migrant health centers are only
allowed to serve migrant and seasonal farm workers and their
families.*
Federal support for FQHCs increased significantly under
the George W. Bush administration and they have received
continued support from the Obama administration.18Between
1996 and 2010, direct federal funding for FQHCs increased
from $750 million to $2.2 billion. As of 2010, there were 1,214
FQHCs operating more than 8,000 service sites.19 In addition,
there were 159 federally funded migrant health center sites,
operating more than 700 service sites.20
How will the Patient Protection and Affordable Care Act influ
ence access to health care for undocumented immigrants?
The PPACA does not provide undocumented immigrants
with eligibility for public insurance programs. Because undoc
umented immigrants are not regarded as “qualified individu
als” under the law, it also does not allow undocumented immi
grants to purchase health insurance through the new state
health exchanges even if they are able to do so with their own
money.21 Section 1312 of the Act states, “If an individual is not,
or is not reasonably expected to be for the entire period for
which enrollment is sought, a citizen or national of the United
States or an alien lawfully present in the United States, the indi
vidual shall not be treated as a qualified individual and may not
be covered under a qualified health plan in the individual mar
ket that is offered through an Exchange.”22
Despite these restrictions, the law does include additional
funding for the health care safetynet, including an $11 billion
increase for FQHCs and the law’s expansion of the Medicaid
program may provide additional revenue to many FQHCs and
other safetynet providers. Yet, the PPACA also calls for an $18
billion dollar reduction in Medicaid DSH payments and a $22
billion reduction in Medicare DSH payments through 2020.
The DSH cuts are based on the assumption that hospitals will
not need to provide as much charity care once the health reform
is implemented. Because undocumented immigrants will
not receive public or private insurance coverage under health
reform, they are likely to represent a larger percentage of the
nation’s uninsured population. This raises important question
about future political support for the health care safetynet.23
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Immigrants Contributed An
Estimated $115.2 Billion More
To The Medicare Trust Fund
Than They Took Out In 2002–09
Many immigrants in the United States are working-age
taxpayers; few are elderly beneficiaries of Medicare. This demographic
profile suggests that immigrants may be disproportionately subsidizing
the Medicare Trust Fund, which supports payments to hospitals and
institutions under Medicare Part A. For immigrants and others, we
tabulated Trust Fund contributions and withdrawals (that is, Trust Fund
expenditures on their behalf) using multiple years of data from the
Current Population Survey and the Medical Expenditure Panel Survey. In
2009 immigrants made 14.7 percent of Trust Fund contributions but
accounted for only 7.9 percent of its expenditures—a net surplus of
$13.8 billion. In contrast, US-born people generated a $30.9 billion
deficit. Immigrants generated surpluses of $11.1–$17.2 billion per year
between 2002 and 2009, resulting in a cumulative surplus of
$115.2 billion. Most of the surplus from immigrants was contributed by
noncitizens and was a result of the high proportion of working-age
taxpayers in this group. Policies that restrict immigration may deplete
Medicare’s financial resources.
ABSTRACT

P

oliticians and others are concerned
that Medicare might not be sustainable, given current projections of
health care spending growth, the
surge in enrollment driven by the
aging baby-boom generation, and the diminished size of the working-age population paying
into the program through payroll taxes. The role
that immigrants play in funding Medicare and
their use of the program is not well understood.
Because Medicare accounts for 21 percent of all
annual US health care expenditures,1 knowing
more precisely how immigrants factor into Medicare revenues and expenditures is important to
ongoing policy discussions.
Medicare is financed through general revenues, payroll taxes, beneficiary premiums, and
other sources, including taxes on Social Security
benefits and payments from states. Medicare has
two trust funds, the Hospital Insurance Trust
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Fund and the Supplementary Medical Insurance Trust Fund.2 The Hospital Insurance (HI)
Trust Fund primarily finances inpatient care
through Medicare Part A; it receives most of
its income from payroll taxes and interest on past
surpluses generated from those taxes. The
Supplementary Medical Insurance (SMI) Trust
Fund primarily pays for Medicare Part B, which
covers physician services (both inpatient and
outpatient) and outpatient care. Despite its
name, the SMI Trust Fund is not a trust fund in
the usual sense of the term; it is fully funded annually by enrollee premiums and yearly congressional appropriations from general revenues.
The most recent annual report from the
Medicare Board of Trustees projected that the
HI Trust Fund will be exhausted in 2024.2 At that
point, revenues and assets will not be sufficient
to cover the full costs of the Medicare program.
Studies have found that immigrants use less
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health care than US-born individuals,3,4 even in
some public programs.4,5 However, because previous studies have not tabulated immigrants’
contributions to health care funding, concerns
remain that immigrants may be a financial drain
on the health care system.
We used nationally representative data on
Medicare spending, income, and taxation to determine HI Trust Fund contributions and expenditures attributable to the US-born, immigrants,
and noncitizen immigrants. We then calculated
the net trust fund surpluses or deficits attributable to each group.

Study Data And Methods
Data Sources We determined HI Trust Fund
contributions from the March supplements to
the Current Population Survey(CPS) for 2003–
10 (the 2010 survey included 209,802 respondents). The CPS, conducted jointly by the Census
Bureau and the Bureau of Labor Statistics, provides nationally representative data for the
civilian noninstitutionalized population.6 Each
year’s survey includes questions on personal income for the previous calendar year, as well as on
place of birth and citizenship status.
We determined Medicare expenditures using
the 2002–09 Medical Expenditure Panel Surveys
(MEPS) conducted by the Agency for Healthcare
Research and Quality (our 2009 sample included
36,333 respondents for whom we could identify
nativity status). This survey provides detailed
health care spending data for a representative
sample of the civilian noninstitutionalized population and enables the identification of Medicare expenditures.
We linked data from MEPS to data from the
National Health Interview Survey (from which
the MEPS sample is drawn) to confirm nativity
and citizenship status. A detailed description of
our definitions and data sources appears in the
online Appendix.7
Contributions, Expenditures, Surpluses,
And Deficits The CPS includes detailed individual-level income data, allowing us to calculate
immigrants’ and others’ shares of 2009 tax contributions to the HI Trust Fund. Most contributions are from payroll taxes, but some are from
income taxes on Social Security benefits collected from higher-income beneficiaries. The
Appendix provides details of our HI Trust Fund
contribution and expenditure calculations.7
SMI Trust Fund spending is not paid for by the
HI Trust Fund and hence was not used in our
calculations of trust fund finances. However, we
also report immigrants’ and others’ shares of
most categories of this spending (see the
Appendix for details).7
2
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To generate dollar estimates for HI Trust Fund
contributions and expenditures, we multiplied
immigrants’ and nonimmigrants’ shares of total
contributions and expenditures by the Medicare
Trustees’ estimates of total 2009 HI Trust Fund
revenues and expenditures.8 We calculated each
group’s total net surplus or deficit by subtracting
its HI Trust Fund expenditures from its HI Trust
Fund contributions. In calculating per capita figures, we used CPS data to estimate population
figures. Finally, we repeated our analysis separately for citizen and noncitizen immigrants as
well as for two age groups, people ages 18–64 and
people ages 65 and older.
Although we report results principally for
2009, we replicated all analyses for each year
in the period 2002–08.
Statistical Analysis We determined significance using chi-square tests for proportions and
linear regressions for dollar estimates (including time trends). As explained in the Appendix,7
we performed sensitivity analyses employing alternative regression modeling strategies that
might be appropriate for highly skewed data
such as health expenditures. These yielded virtually identical results. The Institutional Review
Board of Cambridge Health Alliance exempted
this study from review.
Limitations Several limitations of our study
should be noted. Our data may undercount noncitizens’ surplus since undocumented immigrants may avoid government surveys such as
the Current Population Survey. The impact of
this possible undercount on our estimate of payroll tax contributions is hard to quantify. However, the Social Security Administration’s Office
of the Chief Actuary estimated that undocumented immigrants contributed a net of $12 billion to the Social Security Retirement Trust Fund
in 2007.9 Since about one-fifth of the federal
payroll tax goes to Medicare and four-fifths to
Social Security, the estimate suggests that undocumented immigrants’ net contribution to
Medicare is about $2.5 billion. Although undocumented immigrants are probably also
underrepresented in the MEPS data, this should
have little impact on our findings since Medicare
expenditures on their behalf are minimal.
We conservatively credited revenue from HI
Trust Fund interest to immigrants in proportion
to their tax contributions in 2009. However, interest accrues on surpluses from prior years.
Hence, crediting interest in proportion to past
surpluses would raise our estimate of immigrants’ share of HI Trust Fund contributions.
Conversely, we assumed that other sources of
HI Trust Fund revenues, such as general tax revenue and premiums, were proportional to revenue from payroll taxes. Although we have no

data on immigrants’ share of these revenue
sources, they account for little of the trust fund’s
income: Premium contributions account for only
1.3 percent and general tax revenues for just
1.0 percent. On the expenditure side, we made
the intuitively reasonable but unproven assumption that immigrants’ share of skilled nursing
facility and hospice expenditures, which are not
included in the MEPS data, were proportional
to their share of inpatient, home health, and
Medicare Advantage expenditures.

Study Results
Population In 2009 immigrants constituted
13.6 percent of the US population, according
to the CPS. As expected for two nationally
representative samples, the CPS and MEPS samples had similar demographic characteristics,
including age, sex, race or ethnicity, insurance,
nativity, citizenship status, and number of years
in the United States (Exhibit 1).
Contributions, Expenditures, And Net
Surplus Or Deficit By Nativity Status In
2009 immigrants contributed $33.1 billion to

the HI Trust Fund, or 14.7 percent of all contributions, and were responsible for $19.3 billion of
its expenditures, or 7.9 percent (Exhibit 2).
Immigrants accounted for 4.8 percent of hospitalization expenditures; 14.2 percent of home
health expenditures (a figure that is based on
small numbers and should be interpreted cautiously); and 11.8 percent of trust fund expenditures on Medicare Advantage premiums.
Among Medicare enrollees, average expenditures were $1,465 lower for immigrants ($3,923)
than for the US-born ($5,388)—a difference that
was of borderline significance (p ¼ 0:05).
Immigrants generated a trust fund surplus of
$13.8 billion in 2009. In contrast, the US-born
generated a deficit of $30.9 billion. Noncitizen
immigrants (about 7.1 percent of the US resident population) contributed a net surplus of
$10.1 billion, or $466 per capita (Exhibit 3), accounting for most of the surplus from immigrants. When stratified by age group, per capita
net contributions by US-born people of working
age (ages 18–64) and retirement age (ages 65
and older) did not differ significantly from immigrants’ net contributions. For the younger

Exhibit 1
Demographic Characteristics For 2010 Current Population Survey (CPS) And 2009 Medical Expenditure Panel Survey
(MEPS) Respondents, By Nativity Status
CPS (N = 209,802)

MEPS (N = 36,333)

Foreign-born
(n = 29,104)

US-born
(n = 180,698)

Foreign-born
(n = 7,193)

US-born
(n = 29,140)

0–17
18–39
40–64
65+

7.9%****
39.3
40.6
12.2

27.3%****
28.2
31.0
12.8

7.6%****
39.6
40.7
12.0

28.3%****
26.6
32.2
12.9

Sex
Male

49.8**

49.0**

49.3

49.1

White, non-Hispanic
Black, non-Hispanic
Hispanic
Other
Primary health insurance

21.5****
7.6
48.0
23.0

71.7****
12.9
11.0
4.4

18.1****
6.9
50.4
24.6

71.8****
12.8
10.9
4.5

Private
Medicare
Medicaid or other public
Uninsured

44.3****
12.1
10.6
33.0

58.5****
14.6
12.0
14.1

45.8****
12.6
9.4
32.2

60.5****
15.4
13.3
10.8

—a
—a
—a

33.7
66.3
46.4

—a
—a
—a

Characteristic
Age (years)

Race or ethnicity

Immigration/citizenship status
Years in US
≤10
>10
US citizen

35.5
64.5
38.6

SOURCE Authors’ analysis of data from the 2010 Current Population Survey and 2009 Medical Expenditure Panel Survey. NOTES:
Percentages were weighted to the US population. Significance is for comparisons between the US-born and immigrants. aNot
applicable. **p < 0:05 ****p < 0:001
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Exhibit 2
Medicare Hospital Insurance Trust Fund Contributions And Expenditures And Share Of US
Population, Immigrants And US-Born, 2009

SOURCE Authors’ analysis of data from the 2010 Current Population Survey and 2009 Medical
Expenditure Panel Survey.

group, the per capita net contributions were
$1,424 for the US-born and $1,332 for immigrants. For the older group, the figures in both
cases were deficits rather than surpluses:
$−3,333 for the US-born and $−2,099 for
immigrants.
Immigrants accounted for 10.6 percent of SMI
Trust Fund expenditures, including 11.3 percent
of Medicare Advantage premiums, 14.2 percent
of home health agency expenditures (an estimate based on small numbers), 10.8 percent of
prescription drug expenditures, 6.8 percent of
physician expenditures, and 7.8 percent of outpatient (including emergency department)
Exhibit 3
Medicare Hospital Insurance Trust Fund Per Capita Contributions And Expenditures, 2009,
All Immigrants, Noncitizen Immigrants, And US-Born
US-born

All immigrants

Noncitizen immigrants

**
**

**

Dollars

**

**

**

Contribution

Expenditure

Surplus

SOURCE Authors’ analysis of data from the 2010 Current Population Survey and 2009 Medical
Expenditure Panel Survey. NOTES Surplus is contributions minus expenditures. Significant differences are with the US-born as the reference group. Appendix Exhibit 2 presents the exact figures and
confidence intervals (see Note 7 in text). **p < 0:05.
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expenditures. Per capita SMI Trust Fund expenditures for immigrants ($721) were $175 lower
than for the US-born ($896)—a difference that
was not significant (p ¼ 0:11). Noncitizen immigrants’ per capita SMI Trust Fund expenditures
of $295 were $601 lower than those of the USborn (p < 0:001). As noted above, we did not use
these expenditures in our calculation of HI Trust
Fund finances.
Trends Over Time In each of the years from
2002 to 2009, immigrants contributed a surplus
to the HI Trust Fund (Exhibit 4), generating a
total surplus of $115.2 billion during the period.
Their contributions remained largely unchanged
over time. During the same period, the net trust
fund contributions (contributions minus expenditures) for US-born people declined, generating a deficit of $28.1 billion.

Discussion
Immigrants, particularly noncitizens, heavily
subsidize Medicare. In 2009 immigrants contributed $13.8 billion more to the HI Trust
Fund than it paid out on their behalf (Exhibit 4).
Most of this surplus came from noncitizens.
Between 2002 and 2009 immigrants’ cumulative
surplus contributions totaled $115.2 billion.
Immigrants pay into the HI Trust Fund in several ways. Those with legal status contribute
through payroll taxes under valid Social Security numbers. Undocumented immigrants often
pay payroll taxes under Social Security numbers
tied to invented names or belonging to someone
else,9 because to comply with federal law employers must obtain a Social Security number from
every employee. Less frequently, undocumented
immigrants pay self-employment taxes (in lieu of
payroll taxes) under individual tax identification
numbers, which allows them to claim credit for
their contributions should they eventually obtain legal status.10
Immigrants generate a surplus for Medicare
primarily because so many of them are workingage adults and the group has a high labor-force
participation rate—a combination that generates
large payroll tax payments. Our analysis of the
2010 CPS data showed that noncitizen immigrants were younger and more likely to be of
working age than were citizen immigrants,
which is not surprising given that it takes years
to become a naturalized citizen. This partially
explains noncitizen immigrants’ particularly
large HI Trust Fund surpluses.
In 2009 the dependency ratio—the ratio of
working-age to retirement-age people, or those
ages 18–64 to older people—among immigrants
was 6.5 to 1, compared to 4.7 to 1 for the US-born.
Noncitizen immigrants had a particularly high

dependency ratio, 12.4 to 1, reflecting their relative youth. Because many noncitizens eventually become naturalized at older ages, this last
estimate is biased upward. Although individual
immigrants may have lower lifetime earnings
than US-born people, depending on their age
at arrival, the high proportion of working-age
adult immigrants results in large excess payments to the HI Trust Fund.
The recent drop in Mexican immigration11 and
the overall aging of the US population may eventually reduce immigrants’ dependency ratio, and
hence their surplus contributions to Medicare.
However, this source of surplus contributions
seems likely to continue for some time. The
dependency ratio among immigrants did not fall
between 1995 and 2010, according to our analysis of CPS data; the large cohort of Mexican immigrants from the 1990s and 2000s will not
reach retirement age for decades; immigration
of mostly working-age individuals from Asia continues to grow;12,13 and the Census Bureau projects that net immigration (both absolutely and
as a share of the US population) will continue to
increase for the next eighteen years and will be
higher in 2060 than it is now.14,15
Several factors other than age likely play a role
in immigrants’ Medicare surplus. First, some
immigrants who are eligible for Medicare may
not use it because they retire to their country of
origin.16 Elderly immigrants may be ineligible for
Medicare because they have not worked the required forty quarter-years in the United States,17
lack legal status, or—if they are legal residents—
do not meet the five-year (legal) residency requirement of the Personal Responsibility and
Work Opportunity Reconciliation Act of 1996.
Immigrants also cost Medicare less—a consequence of both their lower rates of enrollment
and their lower expenditures once enrolled.
These lower expenditures may reflect the underrepresentation of immigrants among the “oldest
old,” those ages eighty-five and older. Differences in health status per se probably don’t explain
these findings: Although immigrants arrive in
the United States healthier than the US-born,18
immigrants’ health advantage has eroded by age
sixty-five.18,19
However, poor access to care among elderly
immigrants may play a role in their low use of
Medicare.19 Previous studies have found that
immigrants—especially noncitizens20—use less
health care than do the US-born.3,4,21 This disparity has remained largely unchanged over time5
and has been observed among the publicly
insured, the privately insured, and the uninsured.3–5
Our 2009 findings are not an anomaly. Immigrants provided surpluses to the HI Trust

Exhibit 4
Net Medicare Hospital Insurance Trust Fund Surplus Or Deficit Attributable To Immigrants,
US-Born, And All US Residents, 2002–09

SOURCE: Authors’ analysis of data from the 2010 Current Population Survey and 2009 Medical
Expenditure Panel Survey.

Fund in every year between 2002 and 2009
(Exhibit 4), and this surplus was relatively
constant.
Our study is the first of which we are aware to
quantify immigrants’ share of contributions,
and therefore the net surplus or deficit provided
by immigrants, to a US health care sector. The
surplus, if any, that immigrants provide to the
health care system as a whole—or to programs
other than Medicare—is not known. Although
most political discourse regarding immigrant
health care financing has focused on uncompensated care, that care accounts for a far smaller
proportion of national health care spending than
Medicare does (2 percent versus 21 percent).1,22
Immigrants may withdraw more resources
than they contribute to some government services. However, our finding that immigrants
heavily subsidize the HI Trust Fund should
raise skepticism about the widespread assumption that immigrants consistently drain public
resources.

Conclusion
Having ourselves witnessed immigrants dying
needlessly because of lack of health care, we
(and many of our colleagues) are motivated by
the belief that all patients have a human right to
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health care. But economic concerns—including
the worry that immigrants are driving up US
health care costs—have often dominated the debate over immigration. Our data offer a new perspective on these economic concerns.
Policies that reduce immigration would almost
certainly weaken Medicare’s financial health,
while an increasing flow of immigrants might
bolster its sustainability. Because Social Security’s eligibility criteria and payroll tax–based
funding closely track those of Medicare, our
findings support the argument that immigration
helps sustain Social Security.
Providing a path to citizenship for currently
undocumented immigrants would affect MediThe authors report no conflicts of
interest. All of them contributed
substantially to the design of the study
as well as to the manuscript revision.
Leah Zallman was responsible for
writing the manuscript and analyzing the
data. Her work was supported by an
Institutional National Research Service
Award (No. T32HP12706) from the

care’s finances in multiple ways. It would likely
increase payroll tax collections by reducing
immigrants’ “off the books” employment and
removing barriers that keep them out of higherpaying jobs. But in the long term it would probably increase the number of immigrants eligible
for Medicare, and hence expenditures on their
behalf.
However, the age structure of the immigrant
population is far more important than either of
these factors. Encouraging a steady flow of
young immigrants would help offset the aging
of the US population and the health care financing challenge that it presents. ▪
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Part 4
Myths and facts
Myth 9:
People will overuse health care resources if there are no co-pays or
deductibles.
Fact: Co-pays and deductibles are not necessary to control costs and reduce unnecessary
care.

See: Goodell, S. & Swartz, K. (2010). “Cost-sharing: Effects on spending and outcomes.” Robert Wood Johnson
Foundation. The Synthesis Project, Policy Brief No. 20.
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Cost-sharing:
Effects on
spending and
outcomes

Why is this issue important to policy-makers?
The recent passage of the Patient Protection and Affordable Care Act (PPACA)a
requires for the first time that almost all U.S. citizens have health insurance.
Implementing the largest expansion of health insurance since Medicare is a major
challenge; policy-makers are also facing the challenge of how to slow the rate of growth
in health care costs. Cost-sharing — how medical costs are shared between insurers and
patients — is an important part of both challenges.
This brief examines how cost-sharing affects the use of services, whether some patients are
more sensitive to cost-sharing than others, and whether reduced use of services as a result
of cost-sharing has an effect on health outcomes. All of these issues factor into whether
and how cost-sharing could be used to reduce the rate of growth of health care spending.

1
2

The Synthesis Project
Harvard School of Public Health

SUMMARY OF KEY FINDINGS

> Cost-sharing may not be an
effective tool to reduce the
rate of growth of health care
costs. Most people are healthy
and reductions in their service
use likely would only modestly
affect total spending.
> Patients do not accurately
discriminate between
essential and nonessential
services when responding
to changes in cost-sharing.
Although patients reduced the
inappropriate use of emergency
department services when costsharing was increased, they also
reduced the use of preventive
care and essential drugs.
> Cost-sharing increases are
associated with adverse
outcomes for vulnerable
populations. Elderly, chronically
ill, and welfare patients had
increased expenditures for
emergency department visits
and hospitalizations when costsharing for prescription drugs
was increased.

What is the effect of cost-sharing on the distribution of health
care expenditures?
The distribution of health spending in the United States is highly skewed with 5% of
the population accounting for almost half of all expenditures (Figure 1). The skewed
distribution results from a relatively small percentage of people having serious medical
conditions with high expenditures while the majority is relatively healthy with few or no
medical expenses in a given year.
Figure 1: Concentration of Health Care Spending in the U.S. Population, 2007
Percent of Population, Ranked by Health Care Spending

By Sarah Goodell, M.A.1
and Katherine Swartz, Ph.D.2
based on a research synthesis
by Swartz
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Note: Dollar amounts in parenthesis are the annual expenses per person in each percentile. Population is the civilian
noninstitutionalized population, including those without any health care spending. Health care spending is total
payments from all sources (including direct payments from individuals, private insurance, Medicare, Medicaid, and
miscellaneous other sources) to hospitals, physicians, other providers (including dental care), and pharmacies; health
insurance premiums are not included.
Source: Adapted from the Kaiser Family Foundation (Reference 1)
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The low-income and chronically ill are
disproportionately effected by cost-sharing and

THE RAND HEALTH INSURANCE
EXPERIMENT

It is not clear how the distribution of health spending will be affected by changes
in cost-sharing. Speculation rests on the responsiveness of two factors: patientinitiated care and care delivered once the patient is in a medical setting.

The RAND Health Insurance
Experiment (HIE) (Reference 2) is the
basis for much of our understanding
of the effects of cost-sharing.
Developed and conducted in the
1970s, the HIE randomly assigned a
sample of 5,800 noninstitutionalized,
non-elderly people to different levels of
cost-sharing ranging from free care to
95% cost-sharing. Important findings
include:

Reductions in patient-initiated care in response to cost-sharing
are likely to come from the half of the population with low medical
expenses. If this is the case, increased cost-sharing may result in a more skewed
distribution of health care spending.

> As coinsurance increased, the
number of outpatient visits and
total spending decreased.
> Cost-sharing affected the number
of visits, but not the intensity of
services provided during the visit
– suggesting that cost-sharing has
little effect once a person initiates
a medical contact.
> People reduced their use of
ineffective care, but also reduced
their use of medically appropriate
care.
> Cost-sharing did not adversely
affect health outcomes for the
average person.
The findings from the HIE are still
relevant, but should be viewed in
the context of today’s health care
environment. There are many more
medical treatments, diagnostic tests,
prescription drugs, and surgical
options than there were 40 years
ago. Cost-sharing is much more
complicated today than at the time of
the HIE. Today’s population has higher
rates of obesity and treatable chronic
conditions, and greater income
inequality than that of the 1970s.
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Once a patient seeks medical attention, the intensity of services
provided largely is driven by the provider, not the patient
(Reference 2). The HIE (see sidebar) found that once a medical visit was
initiated by the patient, utilization did not differ based on the patient’s level of
cost-sharing. For the sickest population, those with more frequent contacts with
medical providers, a change in cost-sharing may shift the financial burden from
insurers and public payers to patients.

Could increased cost-sharing slow the rate of growth of
health care spending?
Increased cost-sharing has the potential to slow the growth of health spending
if: there is a reduction in use of low-value or medically unnecessary care; any
utilization reduction is not offset by the use of more expensive services; and
reductions in service use do not result in adverse outcomes that may be more
expensive to treat.

Patients are not able to discern between appropriate and
inappropriate care in response to increased cost-sharing. Evidence
from the HIE indicates patients reduced appropriate care as well as medically
unnecessary care in response to cost-sharing (Reference 2). More recent studies
involving the use of prescription drugs found patients reduced their use of both
essential and nonessential drugs in response to increased cost-sharing, although
the reduction for nonessential drugs was generally greater (Reference 3).
For vulnerable populations, increased cost-sharing may shift
the types of services used rather than reduce overall health
expenditures. Two studies of programs for low-income populations found
that increased cost-sharing did not result in program savings either because the
subsequent mix of services used was more expensive or because there was an
increase in adverse events, including hospitalizations (Reference 4).
Increases in cost-sharing for the elderly may result in higher
Medicare program costs. Chandra, et al. studied the effects of increased
cost-sharing in an employer-sponsored Medicare supplemental plan (Reference 5).
They found the reduction in physician visits and prescription drugs was associated
with higher Medicare costs due to an increase in hospitalizations for chronically
ill beneficiaries.
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are at greater risk for adverse health outcomes
than healthy or high-income people.

What are the effects of increased cost-sharing on health
outcomes?
For the average person, increased cost-sharing may not adversely
affect health outcomes (Reference 2). This finding from the HIE may have
been one of the most surprising. Importantly, however, the HIE excluded people
over age 62, who make up the largest share of the chronically ill and those most
likely to have high medical expenses. In addition, all participants had an out-ofpocket maximum based on income which limited financial liability for high medical
expenses.
For vulnerable populations, increased cost-sharing is associated with
adverse health outcomes. The HIE found that low-income participants in poor
health were more likely to experience adverse health outcomes than higher-income
or healthy participants (Reference 2). More recent studies of elderly, chronically ill,
and welfare beneficiaries found that cost-sharing for prescription drugs is associated
with increased expenditures for emergency department services, hospitalizations and
admissions to nursing homes (Reference 11).

How do responses to cost-sharing differ by socioeconomic
factors and health status?
Low-income populations are likely to be disproportionately affected
by increased cost-sharing. The same amount of cost-sharing represents a larger
share of income for a poor person than a high-income person, creating the potential
for a financial barrier to care. The HIE found poor people reduced outpatient care
more than higher-income people and had larger reductions in the use of dental
care and immunizations for children (Reference 2). A more recent study examined
increases in prescription drug co-payments for privately insured patients and found
individuals living in low-income areas were less likely to continue taking their
medications than people in high-income areas (Reference 12).
Whether responses to cost-sharing differ by race and ethnicity is
unknown. In studies looking at responses to cost-sharing by racial and ethnic
minorities in the use of preventive services, it appears low income has a stronger
association with the use of such services than race and ethnicity.
People in poor health respond differently to cost-sharing changes than
healthy people (Reference 13). One study found retirees in poor health who
had cost-sharing increases had larger reductions in spending on physician visits and
prescription drugs than those in relatively good health (Reference 14). Those who
were healthy reduced expenditures on physician office visits by 3% and by 8% on
prescription drugs. In contrast, those who were chronically ill reduced the dollars
spent on physician visits and prescription drugs by 15% and 27%, respectively.
Significantly, however, the chronically ill used more inpatient hospital care after the
cost-sharing increased. The result was a 122 percent increase in Medicare spending on
the chronically ill retirees for Part A.

COST-SHARING AND TYPES OF
SERVICES

Some types of medical services may
be more sensitive to cost-sharing
than others. Services for which
increased cost-sharing significantly
reduces utilization may be viewed by
patients as optional or ones for which
lower-cost substitutes are available.
Preventive services: Recent
studies focusing on Pap tests,
mammograms, and colorectal cancer
screening found that cost-sharing
reduces the use of preventive care
(Reference 6).b
Emergency department (ED)
visits: ED utilization was 10% to
15% lower in groups with higher
co-payments compared with control
groups (Reference 7). Most of the
reduction was for visits classified
as low or intermediate severity. The
studies were of patients in integrated
delivery systems who had alternatives
to EDs so the results may not be
generalizable.
Mental health and substance
abuse: Demand for mental health
and substance abuse treatment
is quite sensitive to patient costsharing. Increased cost-sharing
reduced the likelihood of follow-up
substance abuse treatment and for
schizophrenic patients resulted in
higher ED use and inpatient care
(Reference 8).
Prescription drugs: Increased
cost-sharing of about 10% is
associated with a decline of 1%
to 6% in spending on prescription
drugs (Reference 9). There is mixed
evidence as to whether people shift
to generics or other less expensive
substitutes (Reference 10).
b PPACA eliminates or provides incentives to
eliminate cost-sharing for many preventive
services.
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Policy Implications
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