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The preferred vision of physicians, hospital-

and pharma CEOs and the plebs:

1. King-size beds from coast to coast, manufactured by 

Mitshubishi or Mercedes Benz.

2. Two Americans with M.D. degrees in each bed, giving 

one another check-ups 24-7, and billing one another 

electronically.

3. Some computer geek in India adds up all those 

electronic bills.

4. The bills total 40% of U.S. GDP.



Unfortunately, American employers, state governors, 

the federal government and economists (when they are 

vertical) consider this vision unsustainable.

They all cry out for health reform in general and cost-

containment in particular.
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HEALTH INSURANCE COVERAGE IN THE U.S., 2008
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One problem with American-style ―employer-paid‖ 

health insurance is that employees sincerely believe 

that the employer, not they, pay for health insurance.

Economists are convinced that the so-called ―employer 

paid‖ health insurance is shifted backwards to 

employees in the form of lower take-home pay.
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RATIO OF FAMILY'S HEALTH SPENDING TO ITS WAGE BASE, 2019

Annual Growth 

Assumed Annual Growth in  Family Health Spending

in Wage Base 4% 6% 8% 10% 12%

1% 45% 54% 65% 78% 94%

2% 41% 49% 59% 71% 85%

3% 37% 45% 54% 64% 77%

4% 33% 40% 49% 59% 70%

5% 30% 37% 44% 53% 64%

Family wage base in 2010 = $50,000

Median family income = $64,000

Family income in 2010 = $40,000



These trends put before the American body politic the 

following moral question:

Will we allow their health system to devolve into a 

two- or multi-tiered system, stratified by income 

class?

Or will we allow taxes to increase to support families 

in the lower half of the income distribution with public 

subsidies toward their health care?
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HEALTH INSURANCE STATUS BY FEDERAL POVERTY LEVEL (FPL 

2008 = $21,200 for a family of four)
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THERE IS NO POLITICAL LY DOMINANT VIEW IN THE 

U.S. ON WHAT HEALTH CARE SHOULD BE:

A PURE SOCIAL

GOOD TO BE

AVAILABLE TO

ALL ON EQUAL

TERMS AND TO  

BE FINANCED 

BY ABILITY TO 

PAY 

A  PRIVATE

CONSUMPTION

GOOD WHOSE 

FINANCING IS

PRIMARILY

AN INDIVIDUAL

RESPONSIBILITY

U.S. Liberals U.S. 

Conservatives

The political 

center has not 

yet managed to 

forge a politically 

viable amalgam 
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THE TYPE OF E-MAIL I FREQUENTLY GET IN THE U.S.



MANY AMERICANS LOVE TO HATE THEIR GOVERNMENT



THE UNINSURED RUGGEDAMERICAN INDIVIDUALIST

When they really need health care, they expect it for free
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―HOUSE‖ SENATE

WHITE HOUSE

ENACTING A BILL IN AMERICAN ―DEMOCRACY‖: THE PLAYERS

A new bill must be introduced (―sponsored‖) by a U.S. Representative in 

the House or a Senator in the Senate. The White House may originate a 

bill in draft form, but then must persuade a senator and a representative 

to sponsor it in Congress.



Once a bill has been introduced in Congress, the leader of each 

chamber assigns it to the committees whose purview may be 

touched by the bill, if the leader chooses to do so.

Each committee then discusses the bill and votes on amendments 

to it.

If each committee approves an amended version of the bill, the 

leader then must forge it into one bill to be put to a vote by the 

whole chamber.

If both chambers vote to pass their version of the bill, it then goes 

to a Conference Committee to forge it into one common bill, after 

possibly numerous changes. 

The modified, common bill then goes back to each chamber for a 

vote. If both approve it, it is sent to the President for signature.
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ENACTING A BILL IN AMERICAN ―DEMOCRACY‖



Several features make US governance rather unique:

1. It costs a fortune to run for Congress, and even more so 

to run for the Presidency ($1.3 trillion in 2008 versus 

$700 billion in 2004).

2. Most of the campaign financing is supplied by interest 

groups whose lobbyists therefore hold much sway over 

individual legislators.

3. As a result, the governance process resembles more 

and more a bazaar at which legislative favors can be 

openly purchased by special interest groups.

This is how legislative ―sausages‖ are made in the U.S..  

The result is very messy laws.



The U.S. Senate has 100 members – two from each 

state.

Although, in principle, majority vote rules, any Senator 

can hold up a bill being debated – i.e., ―filibuster‖ it –

by endlessly talking about it on the floor.

To end such a filibuster requires a ―cloture‖ vote, 

which requires at least 60 votes, not just a simple 

majority.

Therefore, if neither party has at least 60 votes, a bill 

can be killed by filibustering it.



The Democrats had 60 votes in the Senate, but there is 

no party discipline in the US – certainly never among 

Democrats – so that to get 60 votes required special 

deals even with Democratic Senators to get their vote.

It is where lobbyists with their campaign-finance 

support find a fertile field for their pleas for special 

deals.

And thus a clean, coherent original bill can end up a 

confusing and unseemly mess – in fact, it usually does.



Overview of the Health Reform Legislative Process: Committees 
and Floor Debate
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In early 2010, to everyone’s surprise -- and the 

Democrat’s dismay -- the late, left-of center, Democratic 

Senator Ted Kennedy was replaced by Massachusetts 

voters with a strongly right-of center Republican Senator.

The Democrats had lost their 60 member majority to 

stop a filibuster. The health-reform bill therefore seemed 

dead.

But then the Democrats pulled out of the hat a very clever 

parliamentary trick.

THE MASSACHUSETTS SHOKU



Senate passes H.R. 3590, the 

Patient Protection and 

Affordable Health Care ACT 

(PPACA) on December 24, 

2010 (60 votes)

House passes Senate bill 

H.R. 3590 on the promise 

that Senate later will pass 

the new House Recon-

ciliation Act H.R. 4872 

(majority vote only)

House then crafts and 

passes its new House 

Reconciliation Act H.R. 

4872 (majority vote only) 

and sends it to the Senate 

Senate passes House bill 

H.R. 4872 as part of 

―budget reconciliation‖ 

which requires only a 51 

vote majority. 

THE PARLIAMENTARY MANEUVER THAT GOT THE BILL PASSED 
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INSURANCE DELIVERY

INSURANCE REFORM:

1. Move toward universal health 

insurance;

2. Reforming the small- and non 

group insurance mkt.

HEALTH CARE DELIVERY:

1. Move to clinically fully inte-

grated health care

2. Greater transparency on and 

accountability for the use of 

resources and outcomes

PAYMENT REFORM:

A move away from piece rate (FFS) payment toward evidence-based case 

(bundled) payments or capitation, both rewarding superior quality 

processes and outcomes.

CONTROLLING THE FUTURE GROWTH IN HEALTH SPENDING
Avoiding, somehow, to devote 40% or more of 2050 GDP on health care
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A VERY ROUGH MAP INSURANCE EXPANSION

People under age 65 with 

employment-based private  

health insurance in relatively 

large companies.

People under age 65 with 

employment-based private  

health insurance in relatively 

small companies.

Individually insured

Very poor 

people in 

Medicaid

People over 

age 65 in 

Medicare  

PRIVATE INSURANCE (65%)
GOVERNMENT 

INSURANCE (35%)

Reform

and 

expand

Sizeable 

Expansion  

No major 

changes, 

only some 

minor ones

Not much 

touched, 

but some 

cuts in 

future 

spending 

growth
Without health insurance



INSURANCE DELIVERY

INSURANCE REFORM:

1. Move toward universal health 

insurance;

2. Reforming the small- and non 

group insurance mkt.

HEALTH CARE DELIVERY:

1. Move to clinically fully inte-

grated health care

2. Greater transparency on and 

accountability for the use of 

resources and outcomes

PAYMENT REFORM:

A move away from piece rate (FFS) payment toward evidence-based case 

(bundled) payments or capitation, both rewarding superior quality 

processes and outcomes.

CONTROLLING THE FUTURE GROWTH IN HEALTH SPENDING
Avoiding, somehow, to devote 40% or more of 2050 GDP on health care



Health Insurance plans list their offerings

HEALTH INSURANCE EXCHANGE 
(LIKE A FARMER’S MARKET FOR HEALTH INSURANCE)

Self-employed or other individuals and employees 

of small employers have a choice among listed 

insurance plans.



REGULATIONS IMPOSED ON INSURERS IN THIS MARKET

1. Specified minimum package of ―essential‖ benefits;

2. Guaranteed issue;

3. Premiums cannot be based on health status;

4. Premiums may vary by age (ratio of 3:1), family size and 

use of tobacco (1.5:1)

5. No life-time limit on benefits

6. No rescission of policy ex post



Reform of the insurance market is a three-legged stool:

a. guaranteed issue and 

community rating, 

b. a mandate on individuals 

to be insured, 

c. adequate subsidies 

toward the purchase of  

health insurance.

You can’t just have two of the three. They go together.

CAVEAT
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Much so-called ―innovation‖ in U.S. health policy 

consists of giving old ideas new names.

The latest new, new, old idea of this sort is something 

called ―Accountable Health Systems‖ (ACOs)

In fact, ACOs seem to be just a weaker and messier 

version of the fully integrated Kaiser Permanente Health 

System.

The health-reform bill encourages the formation of such 

ACOs.
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FISHBOWL MEDICINE



INSURANCE DELIVERY

INSURANCE REFORM:

1. Move toward universal health 

insurance;

2. Reforming the small- and non 

group insurance mkt.

HEALTH CARE DELIVERY:

1. Move to clinically fully inte-

grated health care

2. Greater transparency on and 

accountability for the use of 

resources and outcomes

PAYMENT REFORM:

A move away from piece rate (FFS) payment toward evidence-based case 

(bundled) payments or capitation, both rewarding superior quality 

processes and outcomes.

CONTROLLING THE FUTURE GROWTH IN HEALTH SPENDING
Avoiding, somehow, to devote 40% or more of 2050 GDP on health care



Method of 

setting fee 

level

- Base for Payment -

Piece 
Rate 

(Fee-for-
Service)

Capitation 
per 

patient

Budgets 

or     

Salary 

per year

Unilateral 
administrative 

fee setting

Negotiation 
between 

associations

Individual, 
free-market 
fee setting

ALTERNATIVE SYSTEMS FOR PAYING HEALTH-CARE PROVIDERS

Bundled 
Payments 

for 
treatments



INSURANCE DELIVERY

INSURANCE REFORM:

1. Move toward universal health 

insurance;

2. Reforming the small- and non 

group insurance mkt.

HEALTH CARE DELIVERY:

1. Move to clinically fully inte-

grated health care

2. Greater transparency on and 

accountability for the use of 

resources and outcomes

PAYMENT REFORM:

A move away from piece rate (FFS) payment toward evidence-based case 

(bundled) payments or capitation, both rewarding superior quality 

processes and outcomes.

CONTROLLING THE FUTURE GROWTH IN HEALTH SPENDING
Avoiding, somehow, to devote 40% or more of 2050 GDP on health care



The bill does little to constrain future health spending, 

but the earlier economic stimulus bill had funded a 

platform that could be used for future cost-effectiveness

and spending control in U.S. health care, to wit:

1. About $20 billion to support the use of electronic health-

information technology (HIT).

2. The mysterious IPAD – Independent Payment Advisory 

Board with quasi governmental powers.

3. About $1 billion over the decade for comparative clinical

effectiveness analysis (alas, NOT cost-effectiveness

analysis). IT IS STRICTLY VERBOTEN AS FASCIST.



Many people on the right of the political spectrum 

decry cost-effectiveness analysis as a fascist tool.
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Federal Costs and Revenues Under the Act — 2010–2019 (billions) 
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...

DANGER OPPORTUNITY

THE CHINESE WORD FOR ―CRISIS‖: Wei Ji



THE END


