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CHAPTER :

LEARNING OBJECTIVES
After reading this chapter, students should be able to:

*  Discuss the history of health insurance in the United States,
®  Understand the basic elements of the Affordable Care Act and its likely

\N«o....NF. h.ﬁx.a RO G [‘P %.@.«0& A-Fs.kl ‘ impact, - .

I3 ) . mxu_m“:. why :.mm:_, care .ma »:m‘c:_:mn States is so costly, _ )
Cometne hpapran— ._(Tls) H, wot % ﬂ.a,“ wﬂmﬁ n.cm.__. " pederibe the gapsin US health Insurance coverage and the consequences of

Health Care in the United States those gaps.

In March 2010, Congress passed the Patient Protection and Affordable Care Act,
followed a few days later by the Health Care and Education Reconciliation Act
of 2010. These acts are commonly referred to Jointly as Obamacare or, more neu-
trally, as the Affordable Care Act (ACA). Supporters argued that the acts
would significantly reform the US health care system. Yet that system remains
in crisis, as Peter Drier's story illustrates: .

Before his three-hour necke surgery for hemiated disks in December, Peter Drier, -
| 37, signed a pile of wnsent forms. A bank technology marager who had '
,. researched his insurane coverage, Mr. Drier was prepared when the bills started
arriving: $56,000 from Lenox Hill Hospital in Manhattan, $4,300 from the
anesthesiologist and even $133,000 from his orthopedist, who he knew would
accept a fraction of that fee: )

He was blindsided, though, by a bill of about $117,000 from an “assistans
surgeon,” a Queens-based newrosusgeon whom My, Drier did not recall ,
meeting.... In Mr. Dier's case, the primary surgeon, Dr, Nathaniel L., Tindal,
had said he would axept negotiated fee determined through My, ‘Drier’s
fsurance company, which ended up being about £6,200. (Mr. Drier had to .u..S.
$3,000 of that to meei his deductible [the amount his insurance requires him to
pay out of pocket].) But the assistant, Dr, Harrison T. Mu, was out of network
and sent the $117,000 bill,

“T thought I undestood the risks,” Mr, Drier, who lives in New York
City, said later. “But lhis was Just s0 wrong—1I had no choice and no
negotiating power” (Rosenthal, 2014a).

The most basic element i any nation's health care system is how it provides and
pays for health care. As Peter's story illustrates, however, the United States js the

) only more de that does not guarantee affordable health care to i
its citizens, Nor, despite this chapter’s title, does it really have a health care Sys-

tem. Instead, an agglomention of public and private health care insurers (such as
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Medicaid and Aetna), health care providers (such as doctors and physical thera-
pists), and health care settings (such as hospitals and nursing homes) function
autonomously in myriad and often-competing ways.

In this chapter, we fist look at the origins of the US health insurance sys-
tem. We then analyze two current crises in US health care: rising costs and lack
of access. Finally, we explore the nature and the impact of the health care
reforms passed in 2010,

A HISTORY OF US HEALTH INSURANCE

For most of US history, most Americans paid for their health care out of pocket.
The upper class could buy any health care they wanted, the middle class could
afford most needed health care, the poor mostly went without, and few ques-
tioned the system, But during the Great Depression of the 1930s, millions of
Americans lost their jobs, savings, and the ability to pay for medical care. This
financial crisis led to growing calls to adopt a national health care system such
as those that had recently emerged in Western Burope,

Unlike in Europe, however, proposals for a national health system were sty-
mied by stakeholder mobilization: organized political opposition by groups
with ‘vested interest in the outcome (Quadagno, 2005; Hoffman, 2012). This
opposition came from numerous sources. For example, labor unions opposed
national health care because it would eliminate one of the major benefits they
offered: the ability to press employers to offer affordable health insurance to
workers. Meanwhile, national health care also was opposed by politicians who
considered it socialistic or who feared it would force racial inte i
care facilities, -

The Birth of US Health Insurance

The most important source of opposition, however, was the American Medical
Association (AMA), which'feared that any sort of national health system would
reduce doctors’ incomes or autonomy. At the same time, however, the AMA
knew that doctors’ incomes were plunging because so many Americans could
no longer afford to purchase health care. Consequently, the AMA and (for
similar reasons) the American Hospital Association founded the nation’s first
major insurance programs: Blue Shield to cover medical bills and Blue
Cross to cover hospital bills (Hoffman, 2012). These two ‘plans (collectively
known as “the &usnmd continue to play an important role in the US health
care system, ncnfmd&..wamcmnm about one-third of all Americans (Blue Cross
Blue Shield Association, 2014). Because these st_middle-class
\mericans fig ing about payin ; ignificantl
cut popular support for any national health system (Quadagno, 2005;
Rothman, 1997). T

earned through a lifetime of working and paying taxes,
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i nﬂ:,«o.n that the primary purpose of the Blues was to protect hospitals’ and

Ctors™ incomes, the plans had little incentive to control what kinds of care
were given, to whom, or at what costs, Under Blue Cross/Blue Shield, doctors
hatever treatments they thought were

Was reasonable. Patients paid their bill
: : s
“w m.ﬂm. Mnm then requested reimbursement from the Blues. Because patienats

ere billed a fee for each office visit, test, or other service received, these plans

were and are called fee-for-service insurance,

B uhwﬂ.: although the primary goal of the Blues was protecting doctors’ and h
pitals’ income, these plins still had to restrain costs in some way to stay fin .M._m y
solvent, To do s0, the Blues sold their insurance only to people _w,.w& B U%
healthy (such as workers at major businesses) and covered members’ mw Musmow
only EHE. preset yeardy or lifetime limits were reached. They also n.mmwa on
community rating. Under community rating, each individual Pays a “group

many healthy members of the same community,

The 19305 also saw the rise of very different type of health insurance pro-

Blues, the

: : . These plans also used communi
But unlike the Blues, which reduced their costs by seeking only rmaﬁr‘w Mm“ﬂmu

m“pu_w nm enroll as members, HMOs reduced costs by keeping members health
rough preventive care, monitorin, doctors’ isions to avoid Emnnaﬁw

carg, and requiring HMO members to use on] i ked
Larg. . sala; doctors who
for HMOs rather than independent doctors paid fee-for-service., o

The Government Steps In

Although the Blues, HMOs, and other insuran
3. pay for health care, by the 1960s, man
middle-class retirees, were finding it di

ce plans enabled most Americans
0or Americans, as well as many
Reflecting in part the

(Hoffman, 2012). ,
o QH_H.MHDRMMQS bmm&nn__.m is funded jointly by state and 3
pically framed by politicians and citizens a5 2 fopZ y. Eligibili
wﬁma_ and ﬂuugms.nm.no providers vary noumﬁoﬂ_nmw gm.%_mm _MWMMFM”M.
EWW o@ how willing State residents are to- offer such “charity.” In noun.mmﬁm
edicare is unded and organized by the federal government. Beca o .
PIentsare over age 65, the program is typically framed as a ..nnzﬁanmha.wnnz
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Both Medicaid and Medicare were established as mon-mo_..smn?.w.nn mamnnmnnan.
Almost from the start, however, Medicaid om,mn& Hn_»n.,.n_.u\ _osn nmﬁﬂmm_ﬁnﬂ
to health care providers, leading many to reject Medicaid patients. Me MMM:_
however, broadened access to health care while allowing wnoﬁn_n” to MM“ .
own fees, at least initially. As a result, the incomes of doctors,. ospitals, an
working in the health care field skyrocketed.

The Rise of Commercial Insurance

Recognition of the profits to be made in health care le nosﬁﬁamnE insurance
companies to_enter the field in large numbers. Whereas the early insurance pro-

grams were mostly nonprofits, commercial insurance programs _émmmm:“ﬂmﬂ
are organized on a for-profit basis and so must mwnsm on earning a profit for hei
investors. To do so, they use actuarial risk n.ﬁ»_-um nwn.rm_.. than non..moE,mEQr L
ing, Under actuarial risk rating, insurers maximize nrn:..mnom..u by doing wha
Jmm.m the id signi indivi mnM li rnﬁ an_ ensive

i ills i tly commercial insurers charge
_“pnn__n.h _,u . mwnnn“‘ﬂnwwwwan%pﬂ_w MMMM.%E&%% stones, or ulcers, and typically
anin.n._:.nio%w”u .. “o_ nﬂwmhm“:ﬂwwwmﬁfm ACA has changed this at least partly, as
We éE see later in this chapter.) Similarly, commercial 5@85 nrm"mm% espe-
cially low rates to low-risk individuals. As a result, m.ﬁmn insurers EMm Em..nw
low-risk individuals away from nonprofit insurers, _na.Sum the nonprofits mﬁ n
sicker clientele overall. To avoid having to raise their rates for all mem .mar M
cover the bills of their sicker members, many nonprofit insurers have switche
to actuarial risk rating or even become for-profit corporations,

The Rise (apd Partial Fall) of _Sm.....mmma_ Care

By(the .1980s, ghe amounts spent by government and insurers on health nmmw va
soaret—TiTkéd to the explosive growth in managed care Amommaws. 2012).
Managed care refers to any system thac controls cos lose Eo_m.m Mﬁ omm
and controlling the .decisions of health care providers; HMOs are osm omﬂm i
managed ca nization (MCQO). Most non_:.._oiw. MCOs control co o
three wayg, mmmnw”bﬂow may negotiate mmnmm with doctors ,MB%MM %ow: "
mers to use only doctors who accept their price schedul¢ Second, ME&M
offer bonuses to doctors who keep costs down 5.& may requite d Ctors to o -
approval before hospitalizing a patient, mnnm.o.ndpnm surgery, onmnnwpm_.mn ux_u_n :
sive mwwmsommn test, or referring to a %onmprw“. outside the MCO w_ Rﬂamnm.Ha
This system is known as utilization umimi.. Finally, MCOs may nm, y on nuwn
opinion to create lists (known as formularies) of the most cost-e annéa nW
for treating specific conditions. Doctors who work mo.u an MCO BZEﬁ ﬁmwumw_.aa
mission before prescribing any &.Mmm zonm on the ﬂnu“wnmmmw”aﬁu? Most insure

icans now belong to some form of managed ¢ - ; .
gnnmmwuﬁa evidence suggesting that u.s:mmmm.nw_.n makes lictle &ﬁﬂmmwnﬁ
access to care, quality of care, or patient satisfaction, there has been a su
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backlash against the Minaged care revolution (Moffman, 2012; Mechanic, 2004;
Miller and Luft, 1997). A string of legislative and legal moves—often framed as
“Patients’ Bills of Rights”—have pressed insurers to drop some of the lesg popu-
lar aspects of managed care, For example, legislators have opposed the early
release of women from hospitals soon after giving birth (labeled “drive-by deliy—
eries” by the media), even though early release, typically is safer because it
reduces women’s chances of contracting infections in the hospital, Similarly, leg~
islators have fought to get patients access to experimental treatments, although
Patients are more likely to be harmed than helped by these treatments, In addi-
tion, even in the absence of legislative pressure, the need to keep both cansumers
and doctors happy has led insurers to scale back the use of formularies and utili~

zation review and to increase consumers’ access to doctors outside of the MCO’

s
network (Bodenheimer, 1999; Hoffinan, 2012).

Why _has—hris—baeldash been so effective? Two important reasons can be
found if_ American culture echanic, 2004), First, a central theme in American
culture is an CHPHERIT T ndividual autonomy and independence. By its very

nature, managed care reduces individual choices for both consumers and health
1t vulnerable to political attack, Second, Americans

d thing. Yet overtreatment
can be both dangerous and costly. For example, mortality rates are higher in geo-

care, appar-
ently because the extra medical treatment often is more dangerous than helpful
(Fisher et al., 2003; ‘Wennberg, 2010). Because of this cultural belief in treat-
ment, however, Ameticins Jess commonly fear the pressure to overtreat built
into a fee-for-service system than the pressure to undertreat built in

care. These cultural factors made managed care an easy target,

to managed

The Attempt at “Health Care Security”

Pressures for reform began simmering again in the early 19905 as niore and more
Americans found themselves uninsured. or otherwise unable to pay their health
care bills. These problems led US President William J. Clinton to propose hi

to care without seriously threatening the basically entrepreneurial nature of the
US health care system or the power of the “big players” in health care, Under
the HCSA, Americans still would have received health insurance from many dif-
ferent insurers, retaining the -complexity and costs of the current system. Wealth.-
ier Americans would have retained the right to purchase health care options
unavailable to others, so health care would have remained a two-class system.
And the proposal included ng oversight mechanisms to restrain the costs {and
profits) of hospital, drug, or medical care.

Nevertheless, opposition to the plan was fierce, especially from the insurance
industry, which poured millions into fighting the bill (Quadagno, 2005:
Hoffnan, 2012). Moreover, the sheer complexity of the bill made it easier for
©pponents to raise fears among the American public, which since the 19805 had
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increasingly distrusted “big government” (Rothman, 1997; Skocpol, 1996). In
the end, Congress rejected the bill. However, Congress did approve passage of
the State Children’s Health Insurance Program (SCHIP). That program has
extended coverage (primarily through Medicaid) to many children under age
18 whose families earned too much to qualify for Medicaid but too little to
pay for health care on their own. Still, millions of Americans were left without
access to health care.

THE 2010 PATIENT PROTECTION
AND AFFORDABLE CARE ACT A>ar_o

By 2008, with the election of US President Barack Obama, the time for larger-
scale health care reform seemed to have arrived. The economy was. spiraling into
a recession, the costs of health care kept rising, and the ranks of the uninsured
were growing rapidly, increasing public support for reform. Moreover, as the
cost of insurance soared, many major employers who traditionally had paid
most of their employees’ insurance costs concluded that they could not compete
in the global market unless those costs fell. As a result, the business community
increasingly came to support health reform as well. Taken together, these factors
led to passage in 2010 of the Patient Protection and Affordable Care Act.

Passing the Affordable Care Act

Stakeholder mobilization against the ACA, however, was strong among anti-
tax and anti-government conservatives, older Americans who feared it would
reduce their Medicare benefits, and parts of the health care industry. As a
result, in designing the ACA, the Obama administration emphasized working
within the existing health care system (Jacobs and Skocpol, 2010; Miller, 2010;
Oberlander; "2010). To eam the support of hospitals, doctors, and insurance
companies, the ACA included many millions in government subsidies for
health care, all of which would eventually be paid to the health care industry.
To assuage voters who opposed new taxes, the ACA would instead be funded
by réquiring individuals and employers to bear the costs of expanding cover-
age. To earn the vote of those who feared “creeping socialism,” the govern-
ment abandoned the idea of a government-run insurance system (such as an
expanded version of Medicare). Finally, to earn_the support o ajor phar-
maceutical manufacturers, the government promised new regulations that
would reduce competition from foreion manufacturers and manufacturers of
generic drugs (Jacobs and Skocpol, 2010; Miller, 2010; Oberlander, 20T0).
Thus, the Obama administration chose, in essence, health insurance reform
over health care reform (Leonhardt, 2010). Nevertheless, opposition to the
ACA remains strong. Numerous bills to alter or end it have been proposed in
Congress, and numerous court challenges against it have been filed at the state
and federal levels.
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Understanding the Affordable Care Act

The mw@w H..mmnnﬂ.m the neoliberal premises underlying the US health care syst
Znorvonmrmsu 18 an economic and social philosophy that encourages m.a.ow W"HMHH
and private -enterprise; disapproves of govemnment involvement in amcn»aonm
health care, or other social services; and promotes the idea that each individ mm
has both the %ﬂm&oa and the responsibility to make wise consumer choi s 3
health care, as in all areas of life (Fisher, 2007; Fisher and Ronald, 2008) Eﬂﬁhm MM
_r,rn govemment continues to play a role in health care under ...E.w >O>.ﬁam mnﬂw
in services for the poor), the la ires manv individuals to obtain mow.. _.omw
com. mﬂnw hospitals, and doctors’ ofhces, ?_onnoqmm_ﬂurmowmwmmaﬂ.wsmﬂncmn
responsible for any bills not covered by their insurance. e
. ..H.rn central goal of the ACA was to increase access to health care within the
existing health care frumework and withour increasing costs, Creating universal
access to health care was never stated as 2 goal (Hoffman moumvfbmm wE<nM
nwn.ran than requiring the govemment to provide health meznnn 9. care nﬁnm w
citizens (as many nations do), the ACA established an individual gnuamuw :
.Eﬁ is, the requirement that each US citizen and legal resident owﬁu.rm&_m...
W_mﬁuunm. To n“mwm that insurance affordable, the ACA proposed establishin
oth stafe-level “health exchanges” and a federal exchange through which i m.m
Smc.&m and m_.ﬁwz businesses could purchase’ coverage (helped by subsidies msmnﬁ -
credits for middle- and working-class individuals). In theory, the individual -
date éonE‘moﬂo healthy as well as unhealthy Americans Rw join, thus r mE\«.ﬂT
..nun cost of insurance for each individual by spreading the bills wnhomm 1 oo an
“mostly healthy population, e and
In addition, the ACA establi !
ment that employers with Ecnnmw_ma 50 enmmpe andate
for-profit) health insurance for thei

a legal require-
an 50 employees ar uire E%mawm
. (Small businesses will receive
i he employer mandate
posed to begin in 2014, but the date has be 2016
B, g en pushed back to at least 2016 in
The ACA &.mo called for Medicaid to be
near-poor Americans under age 65, This ch
reducing the under-insured and uninsured p
mo&m.mon. the Supreme Court decided that
Iequire states to ex and their Medicai ms. As a result, about half of the
wﬂna ».Mn mmmﬁnm mmmwmﬁn doing so, even though the federal government would
have pai ost all the costs and about 8 milli i
Insurance coverage (Dickman et al., 2014). S BSSp Diond hak ained
Finally, the ACA established various new icti i
. restrcti
fues. Among other things, companies are :n.ozm. o_g: Ewcwmw. E.uw .noﬁ%mT
or E,muﬂm benefits, refising to cover those g e
charging higher premiums to such individus sorbi
m charging more than §6,000 per individa er fami
per year) for out-of-pocket expenses such as g ¥

expanded to include all poor and
ange was to play a major role in
opulation. However, in a landmark
the federal government could not

al per %wmn.ﬁon ﬁm.omo

deductibles (required minimum
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amounts individuals must pay out of pocket before their insurance coverage kicks
in) and copayments (unreimbursable fees paid out of pocket each time one sees
a doctor). so_must cover at least 60 percent of average medical costs

eople to remain on their parents’ insurance policies

until they tum 26.

Tt will be some time, however, before the full impact of the ACA becomes
known. Opposition to it remains fierce, and court battles over the laws will
likely continue for years. Similatly, Congress will need to approve budgets annu-
ally for various aspects of the ACA’s provisions, and these battles will likely be
bloody. Finally, hundreds of new regulations will have to be written to imple-
ment the highly complex ACA, and this process, too, is likely to become a bat-
tlefront (Jacobs and Skocpol, 2010).

THE CONTINUING CRISIS IN HEALTH CARE COSTS

Unfortunately, even with adoption of the ACA, the cost of health care in the
United States is perilously high, For example, in 1980, Americans spent on aver-
age about $1,000 per person (in current dollars) for medical care, drugs, supplies,
and insurance, Those costs increased to more than $8,000 per person in 2014 and
| ittrimplementation of the

‘(Cénters for Medicare & Medicaid Services, 2014).
oreover, although cost have also risen i oth , they remain by far
the highest in the United States. Yet despite these costs, researchers consistently
rank the US health care system below that of other more developed nations
(Muennig and Glied, 2010; Schoen et al., 2010). Not surprisingly, compared to
citizens in those other nations, Americans are considerably less likely to be able
to afford needed health care and to believe their health care system works well

(sce Table 8.1).

The Myths of Health Care Costs

What accounts for the rising and unusually high costs of health care in the
United States? If you ask the typical American—or member of Congress—he

o
ances/Wwith Health Care:
Percent Who Could Not Visit

i

Percent Belleving Their .

Country’s Health Care Doctor or Afford Recommended
Country System Works Well Treatment in 2013
Canada 42% 13%
Germany 42 15
United Kingdom 63 4
United States 25 37

SOURCE: Commonwealth Fund (2014).

et
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or she is Eno:« to respond with one of four popular “myths”

care (Sta about US health

at Amerieans receive more and better care than do citi-

zens of SUIET nati
nations. Yet on average, the reverse is true. For example, despite
i 1

our high health costs, Americans receive fewer days of inpatie ospital care and
an

1 and 8.2 show. And a5 F
alth costs do not produce higher life a%mns:&h.m: S

Hwﬁﬂﬂm our wuhmm.— mﬂﬁﬂm&u care costs to our Eu..:n—ﬂuﬂ man 3=
gwu.nt or huummﬂwﬂnﬂnm suits, H<n£vnwﬂnnnﬂ w
MU W sults can Iaise prices .Vo_n: —Uﬂnm.—.—Mﬂ

: t of total US healch
their data suggest that changing

care costs (Beider and Hagen, 2004). Moreover,
duce the number of unnecessary

the malpractice system would not significantly re

tion. Yeith n of the United States is no older than that

economists have found no relationship

other wealthy nations, and at any rate,

FIGURE 8.1
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nation's currency required to buy the same amount of goods and services that §1 would buy in the

United States,
SOURCE: OECD (2014),

between the age of a nation’s population and its health care costs (Bodenheimer,
g pop

2005a).
gm that health care costs are so high in the United States

because of our advanced technolggies. Although these technologies certainly
play a role in health care costs, technologies (other than pharmaceutical drugs)
account for only a small fraction of all health care costs. Moreover, the same
technologies exist in the other wealthy nations without producing equally high
health care costs. Thus, the mere existence of technology can’t explain these

COsts,

Understanding Health Care Costs

nology ‘don’t explain the rising costs of health care, what does? Rgsea

% A._m patient demand, malpractice costs, the aging population, and advanced tech-

4

-

2

P{mﬁ (Bodenheim, 20052, 2005b, 2003c;

2004; Davis et al., 2014).
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wnn»“m.m wpo”.”nn ﬁwnnmwwwwﬁzfn ”xmn.%nn the Canadian health care system in detail
: t, ¢ note a few major points. Most importa jas
MMMQMM HMQH M&& Insurance from a single payer: the woﬁa%_wmwnmwmmmwnw“”
H,Eu_ ¢ Lanadnan system is referred to as a single-payer system. Similarly ,_Hom-
wnm nw “.M‘MW_MM u%m”“_u& EEHMH m.mﬂ the government to cover their costs, ,H,romn_ costs
i o marmnm un ke in the United mﬂnmm. Canadian hospitals don’t need
g 5 Mwn e system to _a.mnw Patient expenses and to submmt
50 hereb - As g nmms?. hospital costs per capita in Canada are almost
It ¢ United States
" In Canada, costs are also restrained by governme
‘ <MMMMMU ﬂ“”gywm a Ou.:w&mn hospital wants to add new beds or purchase new
e Ecmnsw_“&.. 1t must first convince the government that such services
o : eimer, moomE.. As a result, hospital costs are conside
Wwer in Canada than in the United States
wvo_..ﬂ. nmsm.“ and average stays are longer. ,
uni
e nonmm : MMMM _MWW:_ ﬂm._» d &mo. helps restrain Canada’s medical
ol dmy pitals, ﬁoﬂon must submit their bills only to the national
e system rather than filing myriad different forms with different insurers.

rably
even though admission rates are
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Meanwhile, no one need spend money on advextising or selling insurance, trying
to collect unpaid bills, or covering the costs of unpaid bills, Drug costs are lim~
ited because provincial health administrators develop formularies of the most
cost-effective drugs and iate_with pharmaceuti ies ‘to_buy thos
drugs at discount prices. Similarly, Canada’s national health care system has the
economic “muscle” to control the prices it pays doctors, technology companies,
and other health care providers.

In addition to the fragmented npture-af the US health care system, the fact
that health care providers hold .ﬁo% han health care consumers in the
United States has also kept costs hig is results from the fact that profit.
making—by doctors, hospitals, insurers, pharmaceutical companies, and others—

. lies at the heart of the US health care system.

As the next section discusses further, in the United States, pharmaceutical
companies largely control which drugs come to market, how they are advertised,
and at what prices, with few constraints imposed by any national consumer or
government forces, Similarly, US hospitals are free of the governmental oversight
that constrains costs in Canada and are forced to coffipete for patients to pay their
bills (and perhaps earn a profit). As a result, hospitals must create demand by
adding beds, specialized units (such as heart transplant units), and expensive tech-
nologies (such as kidney dialysis machines), and then encouraging doctors and
patients to use those services.

Similarly, because no national health care system controls the number or dis-
tribution of doctors in the United States, most of the country (other than poor
and rural areas) has far too many_doctors, especially specialists. To protect their

incomes in the face of this competition, doctors may increase either the number .

of services they recommend to patients or their fees for those services (Aizenman,
2010; Bodenheimer, 2005¢). This largely explains why US doctors are excep-
tionally likely to adopt new, expensive, and often unproven technologies, such as
full-body scans and bone marrow transplants (Bodenheimer, 2005b). In addition,
US doctors increasingly are trying to raise their incomes by purchasing surgical cen-
fers, CT scan machines, and other expensive technologies——actions that would
likely not be permitted in a single-payer health care system. Not surprisingly, doc-
tors who do so are considerably more likely to recommend those services o their
patients (Ruggieri, 2014). For all these reasons, Americans living in areas with many
doctors per capita receive more medical tests, surgeries, and other pracedures; pay
more for those services; and have worse health outcomes than those living in areas
with fewer doctors (Bodenheimer, 2005b; Center for the Evaluative Clinical
Sciences, 1996; Wennberg, 2010).

Finally, the for-profit basis of the US health care system, combined with its
fragmented hature and the power it gives to health care providers, has made it
difficult for reform efforts to succeed. For example, since the 1980s the US has
tried to reduce Medicaid and Medicare costs through a system of diagnosis-
related groups (DRGs). Under this system, the government calculates the
average cost of inpatient treatment for each possible DRG, and then reimburses
hospitals for treatment based on those averages rather than on the actual costs per

+ patient. If the hospital s ends less than this amount, it earns money; if it spends

» addition, hospitals

, ‘mechanisms into the ACA were dropped from the bill

lion between 2010 and 201
ernment to offer the insurn

@ HEALTH CARE IN THE UNITED STATES 189

more, it loses mone Theoretically, then,
the costs of providing care under Medicaid
oped sophisticated computer software to i
plausible, diagnosis for a given patien

the DRG system should have limited
and Medicare, Instead, hospitals devel-
dentify the most re Erative,; Bue.gtill
] : tient~—a process known 5. “DRG creep.”
o inceasingly shifted services to outpatient unit

system does not apply. As a result, the DRG
government costs for hospital care, Similarly
the fees it would pay health care .

ees roviders fi
Medicaid patients, ma e wﬁ.”. HM

increased the fees they charged patients who had

,“where the

systemn only marginally reduced

s&g the government restricted

tredting Medicare and, especially,

ed accepting such patients or
other forms of insuranice,
—

Health Care Costs and the ACA

M?Nuonwn reasons why US health care costs are so hi
»amn ou»%ms%“ﬂ Mo“wu.wwmamnuumw. First, the .>0> continues the nation's reli-
ot web ¢ urers, thus mmamgﬁa.:m. r:m.m administrative costs and
considerable control m<9. the mﬂmanhwy%ﬂ%”mv%mpém et S e ¥ il
try opponents, most proposals to mnno%onwﬂn ﬂ.n_w._n%nwﬂwm“w% wwunrn_%_“cm._.
before it was passed. ®

. . : ry that opened this chapter ill
even insured Americans may continue to risk bankruptcy because Mm novwﬁ“ﬂm.

deductibles, and other services not covered by their insurance, In 2014
who purchased the least expensive insurance plans available n_-_.m: :r Eﬁ.rw.%ﬂ
AT Mm_m e mn.n,mmmcannn deductibles averagi out $5, Or
2 .muam_u 310, m.c.n families ﬁm._oon:o:wr and Pear, 2014), In addition
viduals remain responsible for many costs not covered by their EEE:Q.
_&Q:UFEOH mEnumunnwnﬁnmnromw:»_m nom.

gh, it seems unlikely that

At the individual level, and as the sto

mﬁnr as drugs not approved by
En?n_mm in their plan’s network,
Finally, the ACA prsserves the for-profit nature of our health care system

Within such a system, doctors, hospitals, and other health care providers will be

mwn“.”an to find ways to generate profits, through their decisions regarding admis-
I H._nnmpwno”mr Ma,? nn%”_ﬂ_ausﬂ. and so on, For example, two-thirds of for-profit
ar the dying will not accept patients whose pai :
pices f pain needs to be m
through chemotherapy or other expensive forms of care (Rao and mnm%smwmw
’

3 o

uwwh_.v: = nm Mm sﬂ Ve seen, even those working in nonprofit environments will be
I 0 do the same in order to survive. Similarly, we can expect that £
insurers will conti . o o

. Il members who are relatively healthy
t generate high medical bills, This will
....&."r mxnwﬁ..m.am with a disproportionate number of
dical bills, raising the cost of such plans in the end
the Centers for Medicaid and Medica :
ral bureau that advises Congress and the president
cost the federal government an additional $251 _um..
9. q.ro.mo. costs may make it impossible for the gov-
ce subsidies for poor and middie-class Americans that

members who have high me

For all these reason,
(2010a), a nonpartisan fade
estimates that the ACA will

re Services




190 CHAPTER 8

constitute the core of the ACA. If those subsidies are reduced, many will likely
drop their insurance.

Health Care Costs and “Big Pharma”

. £ =N ] et as
Because the pharmaceutical industry, or “Big Pharma as it is often xum_i? r. :
so quickly emerged as a major source of health care costs, it s worth exp oﬁn% ir
more depth. This section looks at how the pharmaceutical industry mman m.o?
tors’ and patients’ ideas about illnesses and treatments and, as a result, affects
health care costs.

Big Pharma Comes of Age The mrpnﬂsnncm.n& industry is an muogmum_“m'
and enormously profitable—enterprise. Indeed, it has been the most .Wwor ta m
industry in the United States since the early Homom Sbmn:. 2004). _H om%“ :
the pharmaceutical industry routinely argues that their high profits mﬁaﬂn y nmjwmu :
the high cost of researching and developing new drugs, .mcnr wor mno%ss_u j
only 14 percent of their budgets, In contrast, Jmarketing accounts for .”.. me
50 percent (Angell, 2004). Largely because of this marketing, Vﬂ.annmﬁ._.”u ﬁ:&
now spend a total of about $272 vaoa.mmn year on m_n.nmnﬁvznwa o gs ot
including drugs purchased by doctors, nusing rn.._umm. hospitals, and o mM P_Mn r
tutions (Centers for Medicare and Medicaid Services, mﬁ.:é. gnﬂnunmmﬁo EMH
ing more drugs, buying more expensive drugs, ».am seeing the prices o?.mawiu ’
drugs rise more often than ever vmmow.n.m,ﬂ.vm wﬂwum of the popular antihis
itin, le, rose 13 times in five years. )
Q»u.mﬂm Wm»waﬂmwnﬁw:mnﬁ industry has not mwémﬁ been this vﬂomSmEm... Hunowmﬁ”n oM.W
began soaring in the early 1980s after a series of le reflecting both |
increasingly ._vzminmmnmnum_w.w atmos ?..w am in M”M R»WQNMU<0<MNM§
in influence of the pharmaceutical in —
%_ﬁﬂ mgmmEzmanw. First, new laws allowed researchers m:ﬂwmmuiw
federal agencies (including university vnomawmoa mn.a researchers _Jzoh nmr for
small biotech companies) to patent their discoveries B...m then Hnmﬁmr» M-
mwnabﬁ.w to pharmaceutical companies. This nv.pumn dramatically reduce ma .n“?
ceutical companies’ research noma.:riEH: giving these researchers a vested in
$ izing the benefits of new drugs. _

= HMMnHMMMWm nnéwmwém doubled the life of drug patents. As long as wpzaasm. is
under patent, only the compariy that owns the patent can sell the m:.um_ MM%M
it to set its price as high as the marke i tion, no.am,vaM.m_ nw&.mwm
extend their patents by developing (‘me-too™ drugs, . hich di er only H.n_mw
“from existing drugs. For example, when-the patent- pired for wnhowam. H“ widely
used treatment for common stomach troubles, its manufacturer _..nﬁmn e %M:ﬂm
an essentially identical new drug. Nexium uoi.mmcm m.un $6 per pill m_u Eomon
for $1, whereas the chemically identical generic version, omeprazole, se

45 cents. Yet sales are highest for Nexium ewnp&n%. 2011). .

Third;-the. pharmaceutical industry won the right to market mEmm %Mn 3

mmg Direct-to-consumer advertising has proven highly effective. noo“mn
Ing to a nationally representative survey conducted in 2008 for the nonpr

L?JM S Ceg b Srol
A Ve higiimg
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Kaiser Family Foundation, almaost one-third of American adults have asked their
doctors about drugs they've seen advertised, and 82 percent of those who asked
for a prescription received one (Appleby, 2008).

Developing New Drugs Much of the recent rise in health care costs in the
O new drugs. Whenever a new drug is devel-
oped, the crucial question for health care providers and patients is whether its
benefits outweigh its dangers. For this reason, it is crucial that any new drug be
extensively tested to determine whether it works better than already available
drugs (which almost certainly are cheaper), whether it works differently in diffar-
ent populations, what dosages are appropriate, and what side effects are likely.
But because pharmaceutical companies eamn their profits by selling drugs, they
have a vested interest i overstating benefits and understating dangers, And
increasingly, these companies are both willing and able 1o manipulate the data
available to outside researchers, doctops ft
ramson, 2004; Angell, 2004). For example, because scientific testin
cally designed to be accurate 95 percent of the time,

g is typi-
manufacturers know that if

CONT

~-ONTEMPORARY ISSUES
Race-Specific Medicine

Is medicine a black or white matter? Increasingly, pharmaceutical manufacturers are
acting as if it is. At least 30 drugs now on the market are claimed by manufacturers
to be safer or more effective for African Americans than for whites (Epstein, 2007),

M these are drugs that proved ineffective in rigorous testing but that
N small studies o

1dn’t even compare Africa 1 ) f
discussed, there are no'meaningful genetic differences between “races,” so there are
no biological explanaticns for these supposed differences in drug safety or efficacy.
Indeed, one major review concluded that manufacturer's claims for “race-specific”
drugs are “universally controversial” (Tate and Goldstein, 2004).
In addition to increasing drug costs as patients are shifted from older, less
expensive drugs to newer and perhaps ineffective drugs, the rise of race-specific
medicine reinforces the idea that racial differences are real and important (Epstein,
2007). Moreover, when drug companies focus on seeking racial differences, they may
unintentionally hide more important causes of illness: Poor African Americans living
in poliuted neighbarhoods in Mississippi, for example, may be no more susceptible to

disease than their white neighbors, but this may be overlooked if researchers divide
their subjects only by race and not by social class or living condifione, imilarly, the
‘concept of race-specific medicine may lead doctors to quickly assign diagnoses and
treatments based on race rather than on a holistic assessment of their patients as
individuals. In fact, more than 80 percent of doctors responding in a national Survey

agreed that race should be used as a basis for diagnosis and treatment (Willlams
et al, 2010). o
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In the past, university-based drug researchers provided at least a partial check
on the drug research process by bringing a more objective eye to their research.
Since 1980. however, pharmaceutical industry funding for research by universitv—
based scientists has skvrocketed (Lemmens, 2004). That funding comes in many
forms, from research grants to stock options to all-expenses-paid conferences in
Hawaii. Moreover, as other federal funding for universities declined over the
past quarter century, university administrators came to expect their faculty to
seek pharmaceutical funding. Importantly, when the pharmaceutical industry

funds un.ivew Vi 1,: 1f :ofté_i'rem-tha rghts to the research results
and so ¢ university researchers from publishing‘any data sugeesting that a
particular drigivineffeetive or-danzerous(Angel, 2004; Lemmens, 2004) =
At the same time that the pharmaceutical industry has increased its funding to
university-based researchers, it has even more dramatically increased funding to conr-
miercial research organizations (Lemmens, 2004). These organizations are paid not
only to conduct research but also to promote it. To keep on the good side of the
companies that fund them, these research organizations must make drugs look as
effective and safe as possible by, for example, selecting research subjects who are
least likely to experience side effects, studying drugs’ effects only briefly before side
effects canappear, underestimating the severity of any side effects that do appear, and
choosing not to publish any studies suggesting that a drug harms or doesn’t help.
Doctors, medical researchers, sociologists, and others have raised concerns
about the impact of bias on research publications (Bodenheimer, 2000). R esearch-
ers have found that medical Jjournal articles written by individuals who received
pharmaceutical industry funding are four to five times more Tikely to recommend
e tested are articles written by those without such funding (Abramsom,
2004:97). Similarly, researchers have found that research studics suggesting a drug is
effective are several times more likelv to he submicted ar d accepted for publication
than are those that suggest jsis Theflective (Hadler, 2008; Tumerewal., 2008). Con-
cemn about such biases ledthe New England Journal of Medicine {6ne of the top two
medical journals in the United STes) to Torbid s0thors om publishing articles on
i ich they had financial interests. The policy, however, was dropped

quickly because it p i nd authors who did nof have
financial conflicts (Lemmens, 2004).

Even more astonishing than pharmaceutical industry funding of university-
based researchers is the growing practice of paying such researchers to sign their
names to articles written by industry employees (Elliott, 2004). For example,
between 1988 and 2000, 96 articles were published in medical journals on the
popular antidepressant Zoloft. Just over half of these were written by pharma-
ceutical industry employees but published under the names of university-based

researchers. Morcover, these ghostwritten articles were more likely than other
Jesearchers.

articles to be published in prestigious medical joumnals (Elliott, 2004).

Regulating Drugs In the United States, ensuring the safety of pharmaceutical
drugs falls to the Food and Drug Administration (FDA). But during the same time
period that the profits and power of th}t pharmaceutical industry grew, the FDA’s
power and funding declined as part ol{a broader public and political movement
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away from “big government.”

maceutical industry now routin
bers at government advisory agencies, doctors who serve on FDA ad
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These two chariges are not unrelated: The phar-
ely provides funding of various sorts to staff mem-

visory panels,

and legislators who support reducing the FDA’s powers (Lemmens, 2004).

Under current regulations,

. on data reported to it bY the pharmmacensi indus

the FDA mi e its decisions based primaril »

required to report only a small

- Yet the industry is
fraction of the research it conducts. For example,

the company that produced the antidepressant Paxil had considerable data indi-
cating that among teenagers Paxil did ot reduce depression but could lead to sui-

cide. To avoid making this information public,

FDA only its data from studies

Ppanies need only demonstrate that new drugs work better than place
that they work better than existing (cheaper) drugs. For example

Intensive marketing campaigns,
largely replaced older, cheaper drugs, even though the new drugs
better than placebos and carry life-threatening risks (Wilson, 201 0Ob).

the company submitted to the
on adults (Lemmens, 2004). Similarly, drug com-

bos, not

Qca

new antipsychotic drugs such 4 ave

ork litde

Marketing Drugs Once the pharmaceutical industry develops a drug and gets

FDA approval, the next step is
limitations to the FDA’s pow
a single population, doctors |
lation. For example, doctors

to market the drug. One of the most important

er is that, once it approves a drug for a single use in
egally can prescribe it for any purpose to any popu-
increasingly are prescribing Botox injections to treat

migraines even though the FDA has not approved its use for that purpose.

Drug marketing has two major audiences, doctors and the public. Marketing
o _doctors begins during medical school as students quickly learn that pharma-
fo dox Sins 2

tical companies provide 2 read source not oril

of drug samples and informa-

tion but also of pens, notepads, lunches, and all-expense-paid “educational”

conferences at major resorts
tinues to serve as doctors’(main

€r graduation, theé ph; ceutical industry con-

" dans’ Desk Reference (or PPRy;
information, is solely composed

Source of mformation gbout drugs. The Physi- >
121 octors turn to for drug
of drug descriptions written by drug manufac-

turers. In addition, the pharmaceutical industry spends $6,000 to $11,000
{depending on medical specialty) per doctor per year to send salespeople to doc-
tors’ offices on top of the money it spends advertising drugs to doctors in other

ways. Most et Wi

month and believe their behavior is unaffecte

cutical salespeople at least four times per
d by these salespeople. Yet doctors

who meet with drug salespeople prescribe promoted drugs more often than do
other doctors, even when the promoted drugs are more costly and less effective

than the alternatives (Angell, 2004; D. Shapiro, 2004). In additi n, the pha
cénfl anies now surreptitiously provide much of “continuin;\%ﬁa-

€ wa courses” to_teadh o
cou

ctors must take each year by paying for-pro

_teach the

rrange with universities to accredit the courses (Angell, 2004).
In recent years, and as noted earlier, marketing directly to consumers has

become as important as marketin
is simply an extension of normal b

g to doctors. To the companies, such advertising
usiness practices, no different from any other form

of advertising. Moreover, they argue, advertising to consumers is a public service
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because it can encourage consumers to seek medical care for problems they other-
wise might have ignored. Finally, companies have argued that these advertisements
pose no health risks because consumers still must get prescriptions before they can
purchase drugs, thus leaving the final decisions in doctors’ hands. Those who
oppose such advertisements, on the other hand, argue that the advertisements are
frequently migleading, encourage consumers to pressure their doctors into prescrib-
ing the drugs, and encourage both doctors and patients to treat normal human con-
ditions (such as baldness) with pharmaceutical drugs (Angell, 2004; Hadler, 2008).

Marketing Diseases As this suggests, the pharmaceutical industry sells not only
drugs but also diseases to doctors and the public alike. In some cases, drug com-
panies bave encouraged doctors and the public to define disease risks (such as high
blood pressure) as diseases (such as hypertensive disease). In other cases (as Chapter 5
described), drug companies have defined symptoms into new diseases.

One example of this is the disease known as pseudobulbar affect, or PBA. PBA
refers to uncontrollable laughing or crying unrelated to individuals' emotional
state and can be caused by various disabling neurological conditions, (such as
head trauma, stroke, and Lou Gehrig’s disease). The concept of PBA was devel-
oped by Avanir Pharmaceuticals, which markets the drug Neurodex as a treat-
ment for it (Pollack, 2005). Although Neurodex seems to help some patients, its
side effects are serious enough that at least one-quarter of users—all of whom
already have serious health problems and must take numerous other medica~
tions—soon stop taking it.

To_convince doctors that uncontrollable laughing and crying is a disease in
itself, Avanir has advertised in medical journals and sponsored continuing educa-
tion courses, conferences, and a PBA newsletter. Avanir also has marketed the
concept of PBA directly to consumers through its PBA website and through
educational grants it has given to advocacy groups for those living with stroke,
multiple sclexosis, and other diseases (Pollack, 2005).

THE CONTINUING CRISIS IN HEALTH CARE ACCESS

The passage in 2010 of the Patient Protection and Affordable Care Act (ACA)
reflected the growing consensus that health care in the United States is in crisis,
But although the ACA has made a difference, shockingly high numbers of
Americans nonetheless remain uninsured, underinsured, or precariously insured.

Uninsured Americans

According to the US Congressional Budget Office (2014), which provides non-
partisan analyses to Congress, 54 million Americans were uninsured in the
months before the ACA began. The Office estimates that without the ACA,
that number would have risen by 3 million over the next decade. In contrast, it
estimates that the ACA will reduce the number of uninsured Americans by
26 million in its first three years alone. In fact, more than 8 million (most of
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them uninsured) purchased insurance throu the ACA e i
months of the program (Kaiser Oouﬁ_ﬂ.ﬁo%r on gn&nwmmx%whsﬂww ﬁa””n mMn
mS.&. .wnnm many others gained insurance through expanded Medicaid c. g,
This Jwa__ _nmcw.”_ MEEE of Americans uninsured, however M
oung, childless adults—the population least ikely to beli i i
»,.unn least likely to be covered by government health M_a vmwﬁwnﬂumw ﬂnm..:_HE
Eﬁ% to be uninsured, as are Aftican Americans, Hispanics, and poorer i
?Ean Commission on Medicaid and the Uninsured, 2014), Insurance nwnuoa
”Hﬁmana for all of these groups in the first months of the ACA. However om,“w Pt
ecause most wm the southern states opted out of the Medicaid expansion m. %ma
ners will remain especially likely to lack insurance (Garfield et al., 2014) =
urpnsingty, given that msurance in the Unite s typically I
m.ﬁv_owﬂman_ most uninsured Americans live in mm:ﬂ..:mmw nﬂw:_m N.whnwm«.h nwmm mnv
time workers (Kaiser Commission on Medicaid and the Uninsured mEMMn H_W_M
nﬂmwna sharp reductions over the last two decades in the benefits ns.“m_owna. offer
nmms. workers Eﬁ sharp increases in the number of workers hired without ben-
w ts on a part-time or temporary basis. Ironically, because the ACA re uires
arge employers to subsidize health insurance for employees who work mo or

more hours, many employers have cut workers' hours WQEE

and En:m”mon ;
Finall &S% il America in di i i
sninsuned, D, & i ns-temain disproportionately likely to be

: _ owed insurers to reject applicants for indj.
mep_ health insurance who showed any indications of _..mp_mw cnﬂﬂwna” _“%“n
CA now prohibits this practice, but experience suggests that insurers EE. con-

:.n:mnomn&imﬁnoB_ommnsno:_.:...
e mE&SnE&mS. . l,ll
high medical bills, vicuals who seem likel to_generate

1

Underinsured Americans

In addition to those who are uninsured, as

: , as of late 2014 more than 20
all insured adults s.bann age 65 are underinsured (Collins et al,, moiawﬂpnahﬂwm
ﬁom%n they rmq.n wmsurance but still can't afford to pay all their medical bills

fdeninsurance is most common among poorer people and among those s..%.
chronic health problems (Collins et al,, 2014a), “

Underinsurance occurs when individuals can’

. : ! can't afford to pay required insur-
mmm.“ EaEEﬂm_h.&unﬂzz_ or_copayments. It can also o.,,.umme.m,. im_nﬂmma”wﬂwﬂm
either cap nmuavsanwan:g per treatment or don’t cover certain treatments
mn_mr as drugs or nursing “.S_sn care. Since 2006, both the number of Eﬂnu.nma.
who have to pay aaacnﬁ_v_nm and copayments and the dollar amount of those
wﬂﬂﬂﬁnm.wﬂ_ﬂm wm_ma: (Collins et al,, 2014a), As a result, underinsured and wnin

in i i i :
= viduals are equally likely to skip needed medical care (Collins et al.,

The ACA is expected to reduce underinsura

nce for those who buy ins
nraozm:. m,..n health nx.n_um=m2 or become eligible for Medicaid, Eom:nh”u HM
vast majority of Americans receive insurance through employers, and the m_wnb

will not reduce underinsumnce within this group (Collins et al., 2014b)
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The Consequences of Underinsurance and Lack of Insurance

Uninsured and underinsured persons are considerably less likely than others to
ealth care (Kaiser Comumission on Medicaid and the Uninsured,
2010). igni more likely to suffer health problems
and to die of potentially treatable conditions (Institute of Medicine, 2002).

This does not mean, however, that uninsured and underinsured persons
have no access to health care. Federal, state, and some local governments provide
clinics and public hospitals that offer low-cost or free care to such individuals. In
addition, governments sometimes provide low-cost or free vaccination, cancer
screening, and “well-child” programs, These facilities and programs, however,
are not always geographically accessible to those who need them. In addition,
these facilities are continually underfunded, so individuals may have to wait
hours for emergency care and weeks or months for nonemergency care.

Uninsured and underinsured persons also sometimes can obtain health care !
through the private sector. First, some individuals can find private doctors who
will reduce or waive their fees, and some live in communities where nonprofit
hospitals offer inexpensive outpatient clinics. Second, uninsured persons can
obtain care for both acute and chronic, emergency and nonemergency health
problems from hospital emergency departments; although emergency depart-
ments legally can refuse care to anyone who is medically stable, many provide
at least basic treatment to all who present themselves. Afterward, however, indi-
viduals can face stratospheric bills, Finally, uninsured persons increasingly have
volunteered for experimental trials of new drugs to obtain at least sporadic treat-
ment (Fisher, 2009). Yet in such experiments, some patients receive placebos,
some receive drugs that prove ineffective, and some receive drugs that prove
harmful. Moreover, even if the drugs work well, patients receive only temporary
benefit because the drugs become unavailable after the experiments end.

THE PROSPECTS FOR STATE-LEVEL REFORM

Although the ACA mandates many elements of health care for the states, it also
gives leeway for states to begin or continue their own reform efforts, some of
which in the end may become meodels for national reform. So far, Vermont is
the only state to have declared health care a right, and to have seriously consid-
ered adopting a single-payer system, operated under the ACA. Those plans are
currently on hold, however. Vermont, though, is an unusual state, which leans

heavily Democratic, and so few expect other states to follow its lead. 3

Hawaii’s model is more likely to be adopted by other states. In 1974,
Hawaii’s legislators passed the Prepaid Health Care Act. Unlike the ACA,
which is based on an individual mandate, Hawaii’s program is based on an
employer mandate—that is, on the requirement that employers offer health
insurance to their workers and pay a specified percentage of the costs. Hawaii
requires employers to pay at least 50 percent of the cost for any employees who
work at least 20 hours per week for four consecutive weeks (Harris, 2009).
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In addition, most employers voluntarily j ' famili
on, y insure empl f:
fan thet rogeired By g ployees’ families and pay more

The willingness of Hawaiian employers to care for their em

n en loyees
reflect unusual aspects of Hawaii's history, geography, and nc._ﬁ_.:.nu.u .H.wwﬁ mnwﬂwm

geographic isolation makes it difficult or impossible for emplo
where, and decades of paternalistic control piom st

. a family (Harris, 2009),
As in other states, elderly persons and ve i
. %) ¢ Ly poor persons receive their health
- insurance from Medicaid or Medicare. Unemployed persons and part-time work-
nm.m .ﬁ&o €arm too Mucnw to receive Medicaid but too little to purchase insurance on
their own instead receive insurance through Hawaii®
. ‘ awaii’s State Health [
Program (Harris, .moo&. As a result, 90 percent o e
Because mcnr. a Ewww Proportion of the state’s population
use community ratings rather than risk ratings—keeping

: : rates affordable for all
purchasers—and still remain financially viable. In fact, both insurance vnnnmmnﬁ

and costs per Medicare enrollee are among the lowest in the nation

In addition to ensuring 2 high level of coverage,
Hawaii to achieve unusual success in restraining health
alm, health insura

(Harris, 2009),
the new system enabled
care costs. First, because
ce, residents can seek care earl for illnesses

benefited from. the unintended development of monopolistic, nonprofit insur-
ance plans. About 70 percent of Hawaiians receive their insurance from one
of two nonprofit insurers, the Hawaii Medical Service Association or Kajser
Permanente. Because these two insurers control such a large share of the market
they can exert considerable control .over medical costs. Doctors who refuse t ;
accept their reimbursement schedules or salaries can at K {.patients &moniv
where but é_: find few patients who don’t belong to these plans. Finally.
Ewsupu restrained costs through reducing hospital use and cost, Cs_.:nm Homm
US insurers, Hawaii’s two major insurers pay only for hospital stays in multi-
bed wards, not in semiprivate rootns. Meanwhile, Hawaii implemented a strict
system for prospectively reviewing any hospital capital expenses. Hospitals can'c
purchase major equipment or construct new facilities unless they can demon-
strate need for those services. Therefore, comsumenneed Tot pay the costs of
maimntaining unused hospital beds or duplicative technologies, :
Conversely, the continued existence of Medicare and Medicaid has ham-
pered Hawaii’s ability to restrain health care costs. Because these plans don’t

reimburse .romm&&u at nates high enough to cover the actual costs of
care, hospitals have shifted

. / : providing
COSts to patients with private health insurance, Ar

MH same time, Medicaid’s and Medicare’s low reimbursement schedules have

ampered access to health care because many doctors won’t accept patients
Wwho belong to these Plans. These problems have been exacerbated by rising
shift toward replacing full-time

unemployment and by the (nationwide) workers
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* with part-time workers, which means that more Hawaiians must tum to the state
rather than employers for their insurance. As a result, costs have increased, and
the state has had to reduce the benefits available through its insurance program.
In addition, the costs of meeting various ACA requirements also have placed
pressures on Hawaii’s health insurance program.

In sum, the Hawaii experiment demonstrates both the advantages of moving
toward a single-payer, nonprofit system with strong centralized control and the
problems when multiple payers—in this case, public and private insurers—con-
tinue to function in the same economic sphere, It also demonstrates the benefits
~available from a reasonably unified managed care system and the difficulties of
sustaining a strong system in the face of extemal economic pressures.

IMPLICATIONS

As we have seen, Americans obtain their health care through a wide range of
funding mechanisms, from publicly subsidized health care programs to private
fee-for-service insurance to nonprofit HMOs. Even with passage of the ACA,
some Americans will continue to have nearly unlimited access to health care—
including unneeded and potentially dangerous care—and others will lack access
to even the most basic health care. Although millions will now gain insurance,
millions will still face bankruptcy because of the limitations built into that insur-
ance. Thus, the United States will continue to face economic and health problems
caused by both overuse and underuse of health care services, Moreover, the ACA
reforms won't change the underlying structure of the system and so may not
reduce the nation’s health care costs or other problems over the long run.

The failure to pass—or even seriously consider—any proposals for more dra-
matically changing the health care system reflects the political and cultural realities
of the contemporary United States, American culture has always contained both
liberal and conservative tendencies, The freedoms established in the Bill of
Rights, the commitment to public education, and the establishment of progtams
such as Social Security reflect the widespread (liberal) belief that the government
has a responsibility to protect and value all its citizens. Ac the same time, US cul-
e has long linked belief in individual freedom with belief in individual respon-
sibility: If the idea of an “American dream” suggests that anyone can succeed, it
also sugpests (as conservatives often nﬂvruanmmmmﬂ those who do ot succeed 50
have only themselves to blame. It remains to be seen whether changing US demo-~
graphics, politics, or economic realities will shift the balance between these two
tendencies and thus push either toward or away from further health care reform.

SUMMARY

1. The United States does not have a health care system. Rather, it has an
agglomeration of public and private providers functioning autonomously in
often-competing ways,
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CHAFTER 8

REVIEW QUESTIONS
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< <

oom oW

How and why does commercial insurance differ from insurance offered on a
nonprofit basis?

‘What is managed care? How can it restrain health care costs, and how-can it
harm individuals’ health?

What are Medicaid and Medicare?
Why have health care costs in the United States risen?
Who are the uninsured?

Why do individuals who have health insurance still sometimes face financial
difficulties in paying their health care bills?

How does underinsurance or the lack of insurance affect individuals’ health
and health care?

dﬁ..# are the benefits and limitations of the ACA?

CRITICAL THINKING QUESTIONS

1.

.\ %

Researchers believe they have identified a gene that increases women’s risk
of breast cancer. You are the chief administrator of a health insurance plan.
One of your board members, whose mother died from breast cancer, argues
that your plan should offer this test for free as a routine preventive
procedure. :

a. Explain to the board member what information you would want before
you could make this decision and why you would want that informa-
tion. Be sure to think about the consequences for the plan as a whole as
well as for individual patients.

b. Would you want different information and reach a different decision if

" you were a doctor in private practice? If you were a patient?

How do we ration health care in our present system? What are the financial
costs of this rationing? What are the social costs?

How are the costs of care distributed among US residents now? Be sure to
think about not only costs paid out of pocket but also costs paid through
taxes for government-provided care. How would those costs be distributed
under a single-payer national health plan?
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