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Executive Summary 
The time has come to address our costly health care system and to cover the remaining 40 million 

uninsured in the US. The two topics are linked as the uninsured tend to postpone doctors visits until 

their condition is severe, which in turn requires higher care costs and increased premiums. The US 

spends nearly twice as much per capita on health care as compared to the top 18 industrialized nations, 

comprising $2.5 trillion or 17.6% of our GDP. Health care premium costs are rising much faster than 

wages or inflation, forcing more to become uninsured and raising costs for those who remain. 

There are currently 12 comprehensive reform proposals being evaluated on Capitol Hill though I have 

chosen to simply look at the one being backed by President Obama, H.R.3200. The bill seeks to expand 

health care coverage to the approximately 40 million Americans who are currently uninsured by 

lowering the cost of health care by making the system more efficient. To that end, it includes a new 

government-run insurance plan (a.k.a. a public option) to compete with the private companies, a 

requirement that all Americans have health insurance, a prohibition on denying coverage because of 

pre-existing conditions and, to pay for it all, a surtax on households with an income above $350,000. 

For the most part, opponents of the bill are using scare tactics and misinformation to combat the bill, 

from the realistic (e.g. aggregate costs will increase) to the fanciful (e.g. government death squads to be 

formed). The most plausible issues presented pertain to potential deficit increase, proposed Medicare 

spending cuts impacting Medicare services, and a potential negative impact on veterans’ premiums.  

Given the volume of information that exists on this topic, it is very difficult for someone to wade 

through it all and make an educated guess as to the real future impacts. With more time, I would like to 

better understand how public/private health care scenarios have played out in other countries, rather 

than the strictly public scenarios in countries like the UK and Canada, which I believe are not comparable 

to the proposed bill. 

While I haven’t done exhaustive research, having spent several days researching the topic I feel 

confident in supporting the proposed bill despite the potential drawbacks mentioned above primarily 

because 1) the current system is terribly broken, 2) the proposal appears to fix the system while 

maintaining choice and improving efficiency, and 3) implementation would likely result in a healthier 

nation with improved quality of care. 
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Environmental Analysis 
A slight majority in the US (53%) want health care reform now and their top goals for reform are more 

affordable health care, universal health care, and higher quality and cost-effective carei. There are 

roughly 40 million uninsured under age 65 in the US, the majority of which are minorities ages 55-64ii. 

Health insurance makes a substantial difference in the amount and kind of health care people are able 

to receive and afford. Research has consistently shown that lack of insurance ultimately compromises a 

persons’ health because they are less likely to receive preventive care, are more likely to be hospitalized 

for avoidable health problems, and are more likely to be diagnosed in the late stages of diseaseiii. Today 

health care comprises $2.5 trillion, or 17.6%, of GDP, working out to a per capita expenditure (in 2006) 

of $6,567, the highest among the top 18 industrialized nations where the average per capita 

expenditure was $3,506iv. From 1999 to 2008, health care premium costs rose 119%, while workers’ 

earnings rose 34% and inflation rose 29%v vi. Given that people are spending more of their earnings on 

health care, they are spending less on other bills and, on the margin, are sometimes forced into 

bankruptcy and foreclosurevii viii. Employers have also felt the brunt of health care cost increases, paying 

roughly 2.2 times the amount in health insurance premiums between 1999 and 2008 per employeeix. 

The costs of uncompensated care are estimated to be about $41 billion in 2004, of which $24 billion is 

paid for by the Federal government, $11 billion by States and $6 billion by private funds, e.g. hospitals 

and physicians themselves.x 

Proposed Bill 
There are currently 12 comprehensive reform proposals being evaluated on Capitol Hill though I have 

chosen to simply look at the one being backed by President Obama, H.R.3200. You can find a summary 

of this bill here and a comparison of the 12 proposals here. Note the following is my summary of the 

proponent’s summary of the bill. I will detail opposing views in the next section. 

H.R.3200 Summary: The bill seeks to expand health care coverage to the approximately 40 million 

Americans who are currently uninsured by lowering the cost of health care and making the system more 

efficient. To that end, it includes a new government-run insurance plan (a.k.a. a public option) to 

compete with the private companies, a requirement that all Americans have health insurance, a 

prohibition on denying coverage because of pre-existing conditions and, to pay for it all, a surtax on 

households with an income above $350,000. 

COVERAGE AND CHOICE  
- Health insurance exchange – A marketplace for people to comparison shop private vs public 

insurers. Works with state insurance departments to set and enforce insurance reforms and 

consumer protections and helps low-income individuals and families purchase insurance. 

- A public option will be available that will be held to the same standards as private insurance 

offerings and will be financed solely by its premiums. 

- Everyone will be guaranteed coverage, regardless of pre-existing conditions. In addition, there 

will be no lifetime or annual limits. 

- A new advisory committee will be formed, lead by the Surgeon General, to develop the basic 

health care plan that all providers must offer at a minimum. 

http://edlabor.house.gov/documents/111/pdf/publications/AAHCA-BILLSUMMARY-071409.pdf
http://www.kff.org/healthreform/sidebyside.cfm


3 
 

AFFORDABILITY  
- Sliding scale affordability credits will be issued to low and middle-income families and phase out 

as income increases, declining to zero credit for individuals who earn > $43k (families > $88k). 

- Annual out-of-pocket maximums will be capped to prevent bankruptcies. 

- Insurance competition will increase with the new public offerings. 

- Medicaid will be expanded for those earning less than 133% of poverty level. 

- Improve Medicare by addressing the Part D donut hole and make other program improvements. 

SHARED RESPONSIBILITY  
- Everyone will be required to obtain health insurance. Those who do not will be penalized 2.5% 

of adjusted gross income above a specified level. 

- Employers can provide insurance (similar to today) or set aside 8% of payroll for the employee 

to secure insurance. 

- Small businesses (where payroll > $250k) would be exempt from the 8% payroll penalty, which 

would phase in as payroll increases, reaching 100% when payroll reaches $400k. 

PREVENTION AND WELLNESS/IMPROVED WORKFORCE 
- Prevention and wellness measures include: Expansion of Community Health Centers; Prohibition 

of cost-sharing for preventive services; Creation of community-based programs to deliver 

prevention and wellness services; focus on community-based programs and new data collection 

efforts to better identify address racial, ethnic, regional and other health disparities; Funds to 

strengthen state, local, tribal and territorial public health departments and programs.  

- Workforce investments include: Increased funding for the National Health Service Corp; More 

training of primary care doctors and an expansion of the pipeline of individuals going health 

professions, including primary care, nursing and public health; Greater support for workforce 

diversity; Expansion of scholarships and loans for individuals in needed professions and shortage 

areas. 

CONTROLLING COSTS  
- Focus more on prevention and wellness. 

- Improve Medicare delivery through a system that rewards efficient provision of healthcare. 

- More efficient delivery of health care through the public health insurance option’s ability to spur 

more insurance provider competition. 

- Improve Medicare payment accuracy, eliminating current overpayments and fraud. 

- Simplified paperwork. 
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Concerns & Analysis 
Opponents of the bill are engaging in scare tactics and misinformation, while the proponents have a 

much more difficult job, namely dispelling the fears instilled by the opponents while at the same time 

educating the populace about the benefits of the bill. In this section I have captured some of the most 

common “sound bites” and tried to support or refute them based on information I have found. 

The article Protecting our Seniors – GOP principles for Health Care (Washington Post, August 24, 2009, 

by Michael S. Steele) exemplifies the arguments against the President’s proposed bill, summarized as 

follows with my brief analysis. 

- Health care reform is needed but not Obama’s plan, which will “hurt American families, small 

businesses and health-care providers by raising care costs, increasing the deficit, and not 

allowing patients to keep a doctor or insurance plan of their choice. Furthermore, under the 

Democrats' plan, senior citizens will pay a steeper price and will have their treatment options 

reduced or rationed.” 

- ANALYSIS: There are several topics here so let’s look at each one separately. 

o Health care costs will increase – (I DISAGREE) Adding 40 million people to a public 

health care option would increase aggregate health care costs. Though the public health 

care option will likely decrease costs for individuals and employers by providing 

competition in the insurance business. In addition, the bill seeks to improve health 

through preventative practices, which would tend to decrease costs in the long run by 

fostering a more healthy society.  

o The deficit will increase – (I AGREE) At the current time, there are too many funding 

proposals to know which will survive, though it is difficult to conceive of such an 

extraordinary plan that could be fully funded by those earning over $350k plus waste 

reduction without adding to the deficit.  

o Patients will not be allowed to keep a doctor or insurance plan of their choice – (I 

DISAGREE) Nothing I have read indicates that people will lose choice of doctor or plan. 

Private plans will still exist as will Medicare and Medicaid. 

- The President plans to raid $500B from Medicare, cut hospital payments and Medicare 

Advantage, which mean fewer treatment options for seniors. 

o ANALYSIS: (PLAUSIBLE) The President does articulate a deficit neutral plan achieved 

partially by making Medicare and Medicaid more efficient, reducing expenses by 

roughly $500B. I doubt anyone would argue that these two programs are full of leaks 

and inefficiencies that cost the taxpayers more than it should for services provided. An 

efficiency program does make sense, though I question the ability of the administration 

to reach this level of efficiency. Obama assured AARP members during a town hall 

meeting on July 28, 2009 that "Nobody is talking about trying to change Medicare 

benefits," he said. "What we do want is to eliminate some of the waste that is being 

paid for out of the Medicare trust fund." 

- Prohibit the government from getting in between seniors and their doctors. The plan will take 

power away from seniors to control their medical decisions and create government boards that 

would decide what treatments would or would not be funded. 

http://www.washingtonpost.com/wp-dyn/content/article/2009/08/23/AR2009082302036.html
http://www.whitehouse.gov/realitycheck/faq#c1
http://www.whitehouse.gov/realitycheck/faq#c1
http://www.whitehouse.gov/MedicareFactSheetFinal/
http://www.cnn.com/2009/POLITICS/07/28/obama.health.care/
http://www.cnn.com/2009/POLITICS/07/28/obama.health.care/
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o ANALYSIS: (I DISAGREE) There would be a government board (Sec 123 Health Benefits 

Advisory Committee) that would “recommend covered benefits and essential, 

enhanced, and premium plans.” These plans would comprise the minimum required 

offerings of both public and private insurance. However, I was unable to find any 

evidence to support this claim but found, to the contrary, that Obama is committed to 

not getting in between patients and doctors. 

- The plan’s “comparative effectiveness research” would ration health care based on patient age 

despite its claim to only study competing medical treatments. “For example, if there are going to 

be only so many heart surgeries in a given year, the Democrats figure government will get more 

bang for its buck if more young and middle-aged people get them.” 

o ANALYSIS: (I DISAGREE) Sec 1401 would establish a center “to conduct, support, and 

synthesize research (including research conducted or supported under section 1013 of 

the Medicare Prescription Drug, Improvement, and Modernization Act of 2003) with 

respect to the outcomes, effectiveness, and appropriateness of health care services and 

procedures in order to identify the manner in which diseases, disorders, and other 

health conditions can most effectively and appropriately be prevented, diagnosed, 

treated, and managed clinically.” Furthermore, the provision calls for strict oversight of 

the center, including an oversight committee, wide ranging public transparency, conflict 

of interest checks, term limits for directors, etc. There is nothing about seniors in section 

1401 or anything that would reasonably lead to health care rationing. Another resource 

refuting this claim can be found on the White House website. 

- The plan would dictate the terms of end-of-life care by forcing seniors to meet with doctors to 

discuss their end-of-life plans, most likely to save the government money due to the high 

expense that comes from the final 6 months of care. 

o ANALYSIS: (I DISAGREE) Sec 1233 incentivizes doctors to meet with patients once every 

5 years to discuss their end-of-life care options, resources, and, ultimately, their choices. 

Furthermore, the section goes on to say that doctors will report on “both the creation of 

and adherence to orders for life-sustaining treatment.” There is absolutely nothing 

indicating that doctors would dictate end-of-life care to a patient. Another resource 

refuting the claim can be found at the White House website. 

- We need to protect our veterans by preserving Tricare in the face of Democrats recently 

proposing to raise the costs of Tricare for Life. 

o ANALYSIS: (UNCLEAR) Sec 1234 appears to amend the Social Security Act as follows: 

“Section 1839(b) of the Social Security Act (42 U.S.C. 1395r(b)) is amended by striking 

‘section 1837(i)(4)’ and inserting ‘subsection (i)(4) or (l) of section 1837’,” which is the 

waiver of increase of premium section. Although I was unable to find the corresponding 

section in the Social Securities Act to evaluate the impact of this provision. The White 

House website addresses the issue although it is still unclear as to the purpose of this 

provision. 

http://blogs.wsj.com/washwire/2009/06/15/obama-if-you-like-your-doctor-you-can-keep-your-doctor/
http://blogs.wsj.com/washwire/2009/06/15/obama-if-you-like-your-doctor-you-can-keep-your-doctor/
http://www.whitehouse.gov/realitycheck/faq#r1
http://www.whitehouse.gov/realitycheck/faq#s2
http://www.whitehouse.gov/realitycheck/faq#t1
http://www.whitehouse.gov/realitycheck/faq#t1
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Environmental Analysis Details 
Do People Want Health Care Reform? xi 

- 44% believe health care reform should be a top priority for the Obama administration. 
- 53% believe now is the right time to reform health care, while 42% believe we cannot afford to 

reform health care right now. 
- In a February 2009 Kaiser Foundation poll regarding the most important goal of health care 

reform, 38% listed making health care and health insurance more affordable, 34% listed finding 
a way to provide coverage to most Americans, and 14% listed providing higher quality, more 
cost-effective care. 

- Support exists as of an August 2009 Kaiser Foundation poll for several different ways to reach 
our health care reform goals including the following: 

 
 
Who Are The Uninsured?  

- Over 45 million Americans under age 65 lacked health insurance coverage in 2004, or roughly 
18% of those under age 65. These uninsured primarily come from working families with low to 
moderate incomes who do not receive health insurance through their employer. 

- Adult minorities comprise the majority of the uninsured ages 55-64. xii 
- 35% of those living in poverty are uninsured, 29% at 100-199% of the poverty line, 18% at 200-

299% of the poverty line, and 10% at 300-399% of the poverty line. xiii 
- The large majority of the uninsured (79%) are American citizens. That said, non-Americans as a 

group have very high uninsured rates (50%). xiv 
 
Does Insurance Affect Quality of or Access to Care? 

- There is a strong relationship between health insurance coverage and access to medical 
services. Health insurance makes a substantial difference in the amount and kind of health care 
people are able to afford, as well as where they obtain care. Research has consistently shown 
that lack of insurance ultimately compromises a persons’ health because they are less likely to 
receive preventive care, are more likely to be hospitalized for avoidable health problems, and 
are more likely to be diagnosed in the late stages of disease. Having insurance improves health 
overall and could reduce mortality rates for the uninsured by 10 to 15%. xv 
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- Regardless of race/ethnicity, on average 15.8% nonelderly insured adults did not see a doctor in 
the past year, while 42.7% of nonelderly noninsured adults did not see a doctor in the past year. 
xvi 

How Much Do We Pay Today? xvii xviii 
- National health spending is expected to reach $2.5 trillion in 2009, accounting for 17.6 percent 

of the gross domestic product (GDP). By 2018, national health care expenditures are expected to 
reach $4.4 trillion—more than double 2007 spending.xix  

- National health expenditures as a percent of GDP have risen steadily from 5.2% in 1960 to 7.2% 
in 1970 to 9.1% in 1980 to 12.3% in 1990 to 16.2% in 2007, which represents a 9.6% CAGR from 
1970 to 2007. This is greater than the increase in GDP over the same period, which saw a CAGR 
of 7.2%. 

- US per capita health care expenditures in 2006 were $6,567, which was the highest among the 
top 18 industrialized nations where the average per capita expenditure was $3,506. 

- Health care premium costs rose 119% from 1999 to 2008, while workers’ earnings rose 34% and 
inflation rose 29%. 

- According to one study, of the $2.1 trillion the U.S. spent on health care in 2006, nearly $650 
billion was above what we would expect to spend based on the level of U.S. wealth versus other 
nations.  These additional costs are attributable to $436 billion outpatient care and another 
$186 billion of spending related to high administrative costs. xx 

 
Financial Impact on Individuals  

- Insurance helps reduce the financial uncertainty associated with health care, as illness and 
health care needs are not always predictable and care can be very expensive. Therefore, those 
lacking coverage are more financially vulnerable to the high cost of care, are exposed to higher 
out-of-pocket costs compared to the insured, and are more often burdened by medical bills.xxi 

- In an August 2009 Kaiser Foundation poll regarding medical bill payments, 12% of respondents 
had difficulty paying other bills, 11% used up most or all of their savings, 11% were contacted by 
a collection agency, 7% were unable to buy necessities like food, and 2% declared bankruptcy. xxii 

- Most of the uninsured do not receive health services for free or at reduced charge. In the case 
of hospital bills, charges for services may actually be higher for the uninsured in comparison to 
fees negotiated by managed care organizations or set by public payers. Among families with at 
least one uninsured member, less than a quarter report that they have received care for free or 
at reduced rates in the past year. xxiii 

- A recent study found that 62 percent of all bankruptcies filed in 2007 were linked to medical 
expenses.  Of those who filed for bankruptcy, nearly 80 percent had health insurance. xxiv 

- Economists have found that rising health care costs correlate with significant drops in health 
insurance coverage, and national surveys also show that the primary reason people are 
uninsured is due to the high and escalating cost of health insurance coverage. xxv 

- According to another published article, about 1.5 million families lose their homes to foreclosure 
every year due to unaffordable medical costs. xxvi 

 
Impact on Employers 

- Employer sponsored insurance has declined from 66% coverage of nonelderly employees in 
2000 to 60.9% in 2007. xxvii 

- Individual coverage premiums for small firms (3-199 workers) was $4,586, large firms was 
$4,763, while family coverage was $12,091 and $12,973 respectively in 2008. As noted earlier, 
these amounts were in the $5,800 range in 1999, increasing roughly 2.2 times in the interim. xxviii 
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Tax on the Current System – Who Pays for the Uninsured Today? 
- The costs of uncompensated care are estimated to be about $41 billion in 2004, of which $24 

billion is paid for by the Federal government, $11 billion by States and $6 billion by private 
funds, e.g. hospitals and physicians themselves. xxix 

 
Countries That Currently Offer Public Health Care 

Resources 
The GOP website 

The Kaiser Family Foundation 

The National Coalition on Health Care 

Open Congress 

The Uninsured: A Primer, Key Facts About Americans Without Health Insurance 

WhiteHouse.gov Health Insurance Reform Reality Check website 

MoveOn.org 

  

http://www.rnc.org/splashpage/index.aspx
http://healthreform.kff.org/
http://www.nchc.org/index.shtml
http://www.opencongress.org/
http://www.kff.org/uninsured/upload/7451.pdf
http://www.whitehouse.gov/realitycheck/
http://www.moveon.org/
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