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KEY DESIGN COMPONENTS AND
CONSIDERATIONS FOR ESTABLISHING
A SINGLE-PAYER HEALTH CARE SYSTEM

WEDNESDAY, MAY 22, 2019
HOUSE OF REPRESENTATIVES,
COMMITTEE ON THE BUDGET,
Washington, D.C.

The Committee met, pursuant to call, at 10:04 a.m., in Room
210, Cannon House Office Building, Hon. John A. Yarmuth [Chair-
man of the Committee] presiding.

Present: Representatives Yarmuth, Moulton, DeLauro, Doggett,
Morelle, Horsford, Scott, Jayapal, Peters, Khanna, Cooper, Scha-
kowsky, Sires, Panetta, Jackson Lee, Womack, Woodall, Johnson,
Flores, Stewart, Roy, Meuser, Timmons, Hern, Norman, Burchett,
Crenshaw, and Smith.

Chairman YARMUTH. The hearing will come to order.

Good morning, and welcome to the Budget Committee’s hearing
on “Key Design Components and Considerations for Establishing a
Single-Payer Health Care System.”

I want to welcome our witnesses with us today from the Congres-
sional Budget Office.

This morning we will be hearing from Mr. Mark Hadley, Deputy
Director at CBO. He will make an opening statement.

After his opening statement, he will be joined by Dr. Jessica
Banthin and Dr. Jeffrey Kling. Dr. Banthin is the Deputy Assistant
Director for Health, Retirement, and Long-Term Care Analysis at
the CBO, and Dr. Kling is the Associate Director for Economic
Analysis at the Congressional Budget Office.

Members may direct their questions to any of the three wit-
nesses.

Now I yield myself five minutes for the opening statement.

Once again, I would like to welcome our witnesses from the Con-
gressional Budget Office. Thank you for joining us. I appreciate the
opportunity to dive into your recent report on single-payer health
care systems.

Ensuring access to quality, affordable healthcare remains one of
the greatest policy challenges of our time. The Affordable Care Act
has given us a great foundation on which to build. Since it was en-
acted, 20 million more Americans have been able to gain meaning-
ful health coverage. Currently, 89 percent of Americans under 65
are insured, and that’s a historic high.

But even with these dramatic gains, 30 million Americans still
live without health insurance. And even for those Americans with
health insurance, many are underinsured and still struggle with
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high deductibles and copays. Too many American families still
must make the impossible choice between going to the doctor or
putting food on their table, filling their gas tank or refilling a pre-
scription.

We cannot accept this tragic reality as the status quo. Progress
must produce more progress. And we must begin to pursue the
next wave of health care reforms.

That’s why last summer I promised that if I became Chairman
of the Budget Committee, we would hold a hearing on single-payer
health care.

In January, I requested a CBO report on key policy consider-
ations to lay the groundwork for advancing legislation to expand
quality and affordable health coverage. Earlier this month, CBO re-
leased this report, and today we will examine its findings.

My goal for this hearing is to work through some of the policy
issues laid out in this report, including what eligibility would look
like and what benefits could be covered, how the system could be
financed, how a single-payer system might affect the price of pre-
scription drugs, what kind of transition period would be needed to
allow health care providers and other stakeholders time to prepare.

Major reforms like the ones outlined in this report would mean
major consequences for the health of our citizens, as well as the
health of our economy. They must be done carefully and methodi-
cally but not without urgency. Access to affordable health care isn’t
just a policy proposal or a political slogan. It is life or death for mil-
lions of Americans.

I also hope to review what we as a country spend on health care
now and what we get in return, as well as our long-term fiscal out-
look with or without major reforms.

Last year, health spending accounted for 18 percent of our econ-
omy. We spend upwards of $3.5 trillion annually as a nation on
health care, more per person than any other country. Yet, our out-
comes are some of the worst among developed nations. Our waste-
ful and inefficient system has led to skyrocketing prescription drug
prices and out-of-pocket costs for consumers, all while insurance
companies and CEOs continue to post massive profits.

A single-payer system could expand access to care, decrease our
nation’s total health care spending, and help grow our economy.
The trick is closing the information gap on what single-payer
health care truly is so that we can close the health coverage gap
for millions of American families.

I know that the advocates here today and across the country
have been at the front lines of this fight for years, and I want to
thank you for that hard work and dedication.

I have also talked to small business owners and numerous CEOs
of Fortune 500 companies. They privately tell me they are all for
a single-payer system. They know we are the only country that pro-
vides health care the way we do.

Last year, the average U.S. employer spent more than $5,700 for
a single employee plan and more than $14,000 for a family health
plan. These CEOs know that a system of employer-based coverage
puts them at a disadvantage with their global competitors.

There is a consensus among economists that our system of em-
ployer-based coverage displaces wages. Relieving employers from
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the burden of providing coverage will empower American compa-
nies to raise employee wages, expand their businesses, and help to
grow our nation’s economy.

Given all these reasons, it is incumbent upon us to begin to work
through the opportunities and tradeoffs involved in a single-payer
system, as well as other ways to achieve universal coverage, many
of which have been proposed by Members of this Committee. I
strongly believe it is not a matter of if we will have universal cov-
erage, but when. The CBO report and this subsequent hearing are
designed to advance that timeline.

Before I close, I would like to request unanimous consent to sub-
mit materials from the American Academy of Actuaries, American
Hospital Association, Health Over Profit for Everyone, Healthcare
Leadership Council, National Association of Health Underwriters,
National Nurses United, Partnership for Employer-Sponsored Cov-
erage, and Public Citizen in the hearing record. Without objection,
so ordered.

[The information follows:]
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Executive Summary

Proposals to expand access to public heaith insurance plans are being put forward to provide a way
to supplement efforts ta strengthen insurance markets under the Affordable Care Act (ACA} or to

replace the ACA marketplaces andsor other health insurance programs altogether.

Goals of these proposals vary and include increasing access to affordable coverage, exerting
downward pressure on provider prices, increasing plan availability, and reducing the number
of uninsured. This issue paper from the American Academy of Actuaries Health Practice
Council briefly outlines four approaches aiming to achieve such goals and highlights the key
design elements that would need to be specified for an approach to be fully evaluated and
implemented. Note that there are not clear lines demarcating these options, and particular
proposals could have elements of mote than one approach. In addition, different proposals
often use different terminology to describe similar approaches. The nomenclature used in
this paper attempts to accurately reflect each approach, and could differ from the terms used
in particular proposals.

Including a government-facilitated plan in the ACA marketplaces.

Under this option, a government-facilitated or administered health plan would compete
with other plans in the ACA marketplaces. The public plan would generally follow the
requirements of the ACA marketplaces, including the issue, rating, and benefit coverage
rules, and would be part of the single risk pool. The difference would be that the
government-facilitated plan would likely use provider payment rates based on Medicare or

Medicaid, or some rate between those levels and commercial payment levels.

Creating a Medicaid buy-in.

Under a Medicaid buy-in, all or certain individuals not currently eligible for Medicaid
would be able to enroll directly into Medicaid and pay any applicable premiums. It would
be administered by states or by private entities such as managed care organizations. Unlike
a government-facilitated plan in the ACA marketplaces, it would likely operate outside of
the exchange, would niot be part of the ACA single risk pool, and would not necessarily be
subject to the same rules as ACA plans.

EXPANUING ALUESS 1O PURE U INBURARCY 3, ANS 1



Creating a Medicare buy-in.

Under a Medicare buy-in, all or certain individuals not currently eligible for Medicare would be able
to enroll directly into Medicare and pay any applicable premiums. It would have many similarities

to a Medicaid buy-in, but rather than being administered by states it would be administered by the
federal government or by private entities such as managed care organizations. It would likely operate
ontside of the exchange, would not be part of the ACA single risk pool, and would not necessarily be
subject to the same rules as ACA plans.

Medicare for more or for all.

Rather than creating a Medicare buy-in option, other approaches would more directly expand
Medicare. These approaches range from extending Medicare eligibility by lowering the eligibility age
(e.g., o age 55), extending Medicare eligibility to all US. residents, or extending Medicare eligibility

to all and also restructuring the program to provide more comprehensive coverage.

e

‘When designing or evalnating a proposal to expand access to public health insurance plans, it's

important for the goals of the proposal to be explicit. Regardless of the policy goal, many major and

minor design elements need to be specified. These include:

»  Whois the eligible population? Would the plan be available to all or would certain subgroups of
the population or areas of the country be targeted? Would employers be allowed to enroll their
workers in the public plan?

«  Would coverage in the plan be an option among other coverage choices or the sole coverage
source available?

«  Howwould the program be funded and what entities would bear the financial risk?

+  Who would administer the program?

«  Would the program rely solely on public coverage (e.g., traditional Medicare} and/or include
private plan choices {e.g., Medicaid managed care, Medicare Advantage (MA))?

«  What benefits would be covered and what patient cost-sharing would be required?

«  Ifother coverage options are available, would the public plan follow the same rules governing
private plans competing for the same enrollees? Would the plan be part of the ACA single risk
pool?

«  How would provider payment rates be set? Would there be a provider network?

«  How would premiums be determined and how would they vary among enrollees? Would
premiums and/or cost-sharing be subsidized for low-income enrollees?

»  Would the new plan be implemented all at once or phased in over time?

How these details are decided would affect the viability of the plan and the impacts it would have on

coverage availability and affordability, not only of the public plan, but also of other coverage sources.

FRPANDY NG ACCFSS TG PaBLIC INSURANCE PLANS
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Expanding Access to Public Insurance Plans

Introduction

Proposals to expand access to public health insurance plans are being put forward as a way to
supplement efforts to strengthen insurance markets under the Affordable Care Act {ACA) or to

replace the ACA marketplaces and/or other health insurance programs altogether.

Rather than examining particular proposals, this issue paper examines four general
approaches for incorporating or expanding public plan availability in the health insurance
system—including a government-facilitated plan in the ACA marketplaces, allowing
individuals to buy into Medicaid, allowing individuals to buy into Medicare, and expanding
Medicare to more or to all. The terms used to describe these various options are often used
interchangeably but the approaches would be structured differently and have different
impacts depending on the implementation details.

To help clarify these issues, this paper from the American Academy of Actuaries Health
Practice Council provides a brief overview of each general approach and identifies the

key design features that would need to be specified for an approach to be fully evaluated
and implemented. The nomenclature used in this paper attempts to accurately reflect each
approach, and may differ from the terms used in particular proposals. Note that there are
not clear lines derarcating these options, and particular proposals could have efements of
more than one approach.

EXPANDING ACTESS TO PUBLH IMNSURAND T PLANS 3
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Designing and evaluating different proposals

‘When designing or evaluating a proposal to expand access to public plans, it’s important
for the goals of the proposal to be explicit. Such goals could include: increasing access to
affordable coverage; exerting downward pressure on provider prices, especially in areas with
high prices or little provider competition; increasing plan availability, especially in areas with

few private insurance options; and reducing the number of uninsured.

Regardless of the policy goal, many major and minor design elements need to be specified.
Among the most important is defining the eligible population. Would the plan be available
to all or would certain subgroups of the population be targeted? And would coverage in

the plan be an option among other choices or the sole choice available? Another primary
design element is whether the program would rely solely on public coverage {e.g., traditional
Medicare) or whether it would include private plan choices along the lines of Medicaid
managed care or Medicare Advantage plans. Similarly, what entity bears the financial
risk—the federal government, states, private plans, providers, or some combination? And of
course, the funding for the program would need to be specified,

Aside from these more high-level elements, the particulars of how the program would work
need to be specified. These design considerations include guidelines for what services are
covered and the beneficiary share of the cost of those services, what the enrollment rules are,
how provider payment rates are set, how premiums are determined, and how the program is
administered.

‘When evaluating public plan expansion proposals, it’s important to assess the impacts

on public plan enrollment, premiuins and other funding needs, and access to providers.
Equally important is to examine the impact on other remaining coverage sources {if any).
For example, for proposals that would maintain the health insurance marketplaces and
other private health insurance options, its important to assess the impact of the public plan
expansion on those markets: Would marketplace enrollment increase or decrease, would
the risk pool profile improve or wotsen, would private insurers continue to offer coverage,
would employers continue to offer coverage to their workers, and how would premiums be
affected?

4 ERFAND NG ACTESS TO PUBL CINSURANGE PLAYS
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Including a government-facilitated
plan in the marketplaces

Under this approach, a government-facilitated or -administered health plan (also referred
to here as a public plan) would compete with other plans in the ACA marketplaces. The
primary difference between the government-facilitated plan and the participating private
plans is that the government-facilitated plan would likely use provider payment rates based
on Medicare or Medicaid, which can be much lower than the commercial provider payment
levels, or some rate between those levels and commercial payment levels. In general, the
government-facilitated plan would follow the rules of the ACA marketplaces, including the
issue, rating, and benefit coverage rules, and would be part of the ACA single risk pool. To
the extent that the same rules are not followed, either the public plan or the private plans
could attract a disproportionate share of less-healthy individuals and find it more difficult to
compete.

Key design considerations:

Where would the government-facilitated plan operate?
Government-facilitated plans could be made available in all areas or be limited to particular
exchanges, depending on the goal of the program. For instance, if a goal is to serve as a
fallback option, the government-facilitated plan could be targeted to areas with no or few
participating private insurers. If a goal is to address high provider prices, the government-
facilitated plan could be targeted to areas with high provider prices. When determining what
criteria would be used to determine public plan availability, an assessment should be made

as to whether particular options would encourage or discourage private plan participation.

It would also need to be determined whether the government-facilitated plan would operate
solely on the ACA exchanges and/or off the exchanges.

EXPANDING ACCESS TO PUBLIC INSURANCE PLANS 5



13

Who would be eligible to enroll in the government-facilitated plan? Would employers be allowed
to enroll their workers? Would any individuals or groups be automatically enrolled?
Presumably everyone currently eligible for ACA individual market coverage would be
eligible to enroll in the government-facilitated plan, as one of the marketplace options. If’s
possible that in some geographic areas the public plan would be the only marketplace option
available. Although this type of a proposed public plan expansion typically focuses on the
individual market, it would need to be determined whether small and/or large employers

would have access to the government-facilitated plan as well.

Another question is whether anyone eligible would be automatically enrolled in the public
plan. Also, if any individuals more typically enrolled in other plans—such as Medicare,
Medicaid, or employer-sponsored plans—would instead be targeted for individual market
public plan enrollment, or automatically enrolled, the impact on each of the risk pools
would need to be considered.

What entity would administer the government-facititated pilan?
A federal or state government entity could administer the public plan. Alternatively, the
insurance and administrative tasks could be contracted out to a non-government entity,
such as a managed care organization. Such tasks could include developing the plan design,
setting premiums, premium collection, claims processing, ensuring regulatory compliance,
risk adjustment processing, etc.

How would the program be funded and who would bear the financial risk?
It would need to be decided whether the program would be self-supporting through
premiums {and perhaps also the federal government via ACA premium subsidies) or
whether the program would have additional federal or state funding. Additional government
funding solely for the government-facilitated plan compared with the private marketplace
plans would affect premiums and create an unlevel playing field between the public plan
and the private plans. Such advantages for the government-facilitated plan could affect
marketplace participation among private plans.

Even if premiums are intended to fully fund the program, there could be a financial risk if
the premiums turn out to be too low relative to plan costs (or a financial benefit if premiums
exceed costs). What entity bears the risk—the federal government, states, and/or managed
care organizations—depends on how the public plan is administered and whether there

are risk-sharing mechanisms between the federal or state governments and participating
managed care organizations.

6 EXPANDING ACCESS TO PUBLIC INSURANCE PLANS
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Would the government-facilitated plan be part of the single risk pool, following the same issue,

rating, and benefit coverage rules as private plans?
As long as it follows the same rules as private plans, the government-facilitated plan would
most likely be part of the single risk pool. It would be required to cover the same benefits
and follow the same issue and rating rules as other plans operating in the marketplaces. As a
result, adverse selection concerns between the government-facilitated plan and private plans
would be less as compared to having to compete under different rules. Differences in the risk
profiles of the public plan and the private plans would be addressed at least partially through

the risk adjustment program.

If, however, the government-facilitated plan were to compete under different rules, it could
be more difficult to spread risks in the single risk pool and risk adjustment could be difficult
to implement. As a result, the viability of plans attracting less-healthy individuals, whether
the public plan or private plans, could be at risk.

What provider payment rates would be used in the government-facilitated plan?

Would the plan establish a provider network?
The choice of what payment rates are used in the government-facilitated plan—Medicaid,
Medicare, commercial, or some level between Medicare, Medicaid, and commercial rates—
would affect premiums, the willingness of providers to treat patients with public plan
coverage, and the willingness of private plans to participate in the market. The broadness
or narrowness of any provider networks would also affect the attractiveness of the plan and
the risk profile of enrollees. These tradeoffs would need to be considered. Lower provider
payment rates could result in lower premiums for the public plan, potentially offset to some
extent by a lower degree of utilization control if managed care organizations don’t administer
the plan. But in the absence of other mechanisms to encourage provider participation (e.g.,
mandatory participation for providers participating in Medicare or Medicaid), provider
payment rates would need to be high enough to ensure adequate access to care, which could
be especially problematic in rural areas with few providers. Another question is whether
lower provider payment rates in the government-facilitated plan could provide more
leverage to private plans to negotiate lower payment rates. Or whether instead private plans
would find it more difficult to compete, potentially leading to their exit from the market.

EXPANDING ACCESS TO PUBLIC INSURANCE PLANS 7
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How would premiums be set?
Assuming no external funding of the public plan (beyond any ACA premium subsidies),
premiums would be set (by the administering government entity or a managed care
organization) to cover expected claims and administrative costs. As long as the government-
facilitated plan follows the ACA issue and rating rules, the premium factors used for the
public plan would be the same as for the private ACA plans. Private plans are subject
to medical loss ratio (MLR) requirements, limiting the share of premiums available for
administration and profit. It would need to be determined whether the public plan would
also be subject to the MLR requirement. If plan administration is shared between the federal
or a state government and a private entity, it could be difficult to track the administrative
expenses and determine the public plan MLR. In addition, it would need to be determined
whether other requirements that affect premiumns for private insurers would also apply to

the public plan, such as health insurer taxes and fees and the need to hold adequate reserves.

How would ACA premium subsidies be affected?
Premium subsidies could be used toward the government-facilitated plan in the individual
market, at least for on-exchange plans. Whether or not the premium for the government-
facilitated plan is included in the calculation of the benchmark premium (the second-
lowest-cost silver-tier plan) could affect subsidy levels, which in turn could affect enrollment
dynamics. For instance, if the public plan affects the benchmark premium and results in
lower premium subsidies, enroliment could shift from private plans to the lower-premium
public plan. However, lower premium subsidies could result in lower enrollment more
generally, potentially leading to a worsening of the risk pool.

It would also need to be determined whether individuals not already eligible for premium

subsidies (e.g., because of eligibility for Medicaid or employer-sponsored coverage)} would
remain ineligible for premium subsidies.

8 EXPANDING ACCESS TO PUBLIC INSURANCE PLANS
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Adverse selection and an unlevel playing field

"Adverse selection” describes a situation in which an insurer {or an insurance market as a whole) attracts a
disproportionate share of unhealthy individuals. It occurs because individuals with greater health care needs,
when given the opportunity, are more likely to purchase health insurance and to purchase health insurance
with richer benefits or broader provider networks than individuals with fewer health care needs. Adverse
selection can increase premiums for everyone in 3 health insurance plan or market because it resultsina
poot of enrollees with higher-than-average health care costs. Adverse selection is a byproduct of a voluntary
health insurance market in which people can choose whether to purchase coverage and what coverage
to purchase, depending in part on how their anticipated heaith care needs compare with the insurance
premium charged.

Selection can also occur between plans or insurance markets if plans competing to enroll the same
participants operate under different rules, often referred to as an unlevel playing field. if one set of plans
operates under rules that are more advantageous to heaithy or less costly individuals, then healthy or less
costly individuals will migrate to those plans; less-heaithy or more costly individuals will migrate to the plans
more advantageous to them. in other words, plans that have rules more amenable to higher-risk/higher-
cost individuals will experience adverse selection. in the absence of an effective risk adjustment program
that includes all plans, upward premium spirals could result, threatening the viability of the plans more
advantageous to higher-risk individuals.

Numerous rules governing health insurance can affect selection if they differ between competing plans or
markets. These include rules regarding insurance issue and rating (e.g., how premiums can vary by age, heaith
status, and geographic area; the presence and timing of open enroliment periods; whether pre-existing
conditions can be excluded from coverage); benefit coverage requirements (e.g., essential health benefit
requirements; cost-sharing requirements); and health insurer rules {e.g., minimum loss ratio requirements;
reserve requirements; reporting requirements).

EXPANDING ACCESS TQ PUBLIC INSURANCE PLANS
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Creating a Medicaid buy-in

Medicaid eligibility currently varies by state. In general, the federal government requires that
state Medicaid programs cover low-income families (including parents, pregnant women,
and children), low-income adults age 65 and older, and low-income individuals with
disabilities. States also have the option to extend Medicaid eligibility to additional groups,
including families and individuals above the minimum federal standards and otherwise
eligible individuals with high medical expenses who have incomes exceeding the eligibility
threshold (i.e., medically needy). Medicaid’s benefit packages also differ by state, and within
states by eligibility category. Medicaid is administered by states, but is jointly funded by the
federal government and the states.

Under a Medicaid buy-in, individuals not currently eligible for Medicaid would be able to
enroll directly into Medicaid and pay any applicable premiums. It would be administered by
states. Unlike a government-facilitated public plan, it would operate outside of the exchange,!
would not be part of the ACA single risk pool, and would not necessarily be subject to the
same rules as ACA plans. How the Medicaid buy-in rules are structured and how they
compare to the rules governing ACA plans would affect the enrollment, risk profiles, and
premiums in both markets.

Key design considerations:

Where would Medicaid buy-in plans be available?

A Medicaid buy-in plan could be made available on a state-by-state basis, at each state’s
discretion. If federal funds would be required, the buy-in program would also be subject to
federal approval.

Who would be eligible to enroll in a Medicaid buy-in? Would employers be ailowed to enroif their

workers? Would any individuals or groups be automatically enrolied?

A Medicaid buy-in could be made available to everyone, or be limited to particular groups—
for instance individuals of certain ages, individuals without access to employer coverage or
ACA subsidized coverage, or individuals with limited incomes. Other eligibility questions
include whether the Medicaid buy-in is an option added to current coverage choices or is
instead the only source of coverage for individuals eligible, whether certain populations are

automatically enrolled in the buy-in plans, and whether employers can purchase buy-in

1Tt would be possible for Medicaid buy-in plans to operate within the ACA exchanges. However, those plans would likely have to meet the
ACA requirements regarding issus and rating rules, benefit requirements, etc. As a resukt, those plans could be stmilar to the government-
facilitated plan option approach discussed above.

EXPANDING ACCESS TO PUBLIC INSURANCE PLANS
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plans for their employees. The impact on other insurance markets, including the individual
and employer group markets, could be larger the more expansively buy-in eligibility is
defined.

Aside from eligibility, any enrollment rules would need to be determined. For instance,
would there be limited open enrollment periods (and if so, would those coincide with ACA
enrollment periods) or could individuals move into and out of the buy-in at any time?

The latter could increase adverse selection effects between the buy-in program and other
insurance markets.

Would the buy-in include traditional Medicaid coverage and/or coverage through a Medicaid
managed care organization (MCO)?
Many states allow or require segments of their Medicaid beneficiaries to enroll in a managed
care plan, and in 2016, about two-thirds of Medicaid enrollees were in a comprehensive
managed care plan.? Such coverage is provided by risk-bearing Medicaid MCOs, which
receive capitated rates to cover the costs of Medicaid benefits and associated administrative

costs and profit. Would buy-in enrollees have the same options or requirements?

The buy-in population could be very different from the current Medicaid population in
terms of their health care needs. Private insurers with expertise in the current Medicaid
population, or a particular segment thereof, might not necessarily have expertise in a
broader buy-in population. If enrollment in a Medicaid managed care plan is allowed or
required in a Medicaid buy-in program, plans for currently eligible Medicaid beneficiaries
might need to be distinct from plans for the buy-in population. Would MCOs be allowed to
offer managed care plans to the buy-in population but not the currently eligible population,
or vice versa?

How would the Medicaid buy-in program be funded?
It would need to be decided whether the program would be self-supporting through buy-
in premiums (and perhaps also the federal government via ACA premium subsidies) or
whether the program would have additional state or federal funding.

2 Medicaid and CHIP Access C Medivund ynd P Duty Bood, December 2018. Medicaid managed care enrollment is
generally highest among non- dlsahltd chzldren and adults and lower for disabled and aged beneficiaries,
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How would the Medicaid buy-in be administered?

States would administer the program, but could contract with private MCOs to perform

insurance and administrative tasks.

What benafits would be covered?

Pederal rules require that Medicaid cover a broad range of benefits, including inpatient

and outpatient hospital services and physician services, but states are allowed the option to
cover additional benefits. As a result, Medicaid benefits vary considerably among states and
also vary within states by Medicaid eligibility category. Medicaid mandated benefits include
some services not considered part of ACA essential health benefits, and exclude some
benefits that are. For instance, prescription drugs and physical therapy are not mandated
Medicaid benefits but can be covered as optional benefits. States must offer nursing facility
and home health care benefits, and can offer other long-term care services on an optional
basis. Long-term care services are not typically covered by private health insurance plans.
Because Medicaid is targeted to a low-income population, patient cost-sharing is usually

held to 2 minimum.

It would need to be determined what benefits a Medicaid buy-in would cover. Would

they reflect benefits the state currently uses for one or more of its eligibility categories,

the ACA essential health benefits, or some other set of benefits? Also, would cost-sharing
requirements change from the state’s current requirements, which could be lower than those
under ACA plans?

How benefits and cost-sharing are defined under a Medicaid buy-in plan and how they
compare to those in ACA coverage could affect selection between the Medicaid buy-in plan
and ACA coverage.

What would provider payment rates be under a Medicaid buy-in plan?

i2

Provider payment rates would affect buy-in premiums as well as provider willingness to treat
buy-in enrollees. Medicaid provider payment rates are often low compared with Medicare
and commercial payment rates. If payment rates were set higher than carrent Medicaid rates,
providers could be more willing to participate, but premiums would be higher. Payment
rates for any new services covered would also need to be determined. A question is whether
lower provider payment rates in the Medicaid buy-in plan could provide more leverage

to individual and group market plans to negotiate lower payment rates. Or instead would
private plans find it more difficult to compete with the buy-in, potentially leading to their
exit from the individual or group market.

EXPANDING ACCESS TO PUBLIC INSURANCE PLANS
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How would Medicaid buy-in premiums be set?
A key question is whether Medicaid buy-in premiums would be self-supporting or whether
they would be subsidized by the state or federal government (aside from any premium
subsidies provided to low-income enrollees through the buy-in program or through ACA
premium subsidies, if applicable). If premiums are to be self-supporting, they would
need to reflect the expected claims plus administrative costs for the buy-in population;
any premiums for current Medicaid beneficiaries likely would be unaffected unless other
changes are also made to the current Medicaid program. Even if premiums are intended to
fully fund the program, there could be a financial risk if the premiums turn out to be too low
relative to plan costs (or a financial benefit if premiums exceed costs). What entity bears the
risk—the federal government, states, and/or managed care organizations—depends on how
the buy-in plan is administered and whether there are risk-sharing mechanisms between the
federal or state governments and participating MCOs.

It would also need to be determined whether and how buy-in premiums would be allowed
to vary by individual characteristics, such as age or geographic area. If allowable premium
rating factors differ from those in ACA plans, there could be selection effects between buy-
in plans and ACA plans. Depending on the buy-in rules, lower-cost people could be better
off purchasing buy-in coverage compared with ACA plans or other coverage choices, or vice
versa. The buy-in plans would likely not be included in the ACA single risk pool, so there
wouldn't be risk adjustment between buy-in plans and ACA plans. Even if it were desired to
include buy-in plans in ACA risk adjustment, it could be difficult to do so, especially if the

buy-in plans have different benefits and rating rules.

If more than one MCO were to participate in the buy-in program, there may need to be risk
adjustment among participating organizations to reflect the risk profiles of different MCOs
and reduce incentives for MCOs to avoid high-cost enrollees.

Could individuals use ACA premium subsidies toward a Medicaid buy-in plan?
It would need to be determined whether ACA premium subsidies could be used toward
Medicaid buy-in premiums, and if so, whether and how buy-in premiums are used when
determining the ACA benchmark plan. The latter could be complicated if buy-in plans
cover different benefits or have different actuarial values than ACA plans. Allowing ACA
premium subsidies to be used for Medicaid buy-in coverage could reduce enrollment in
ACA plans, potentially reducing the viability of the ACA marketplaces. It could also reduce
overall enroliment if the buy-in premium was used to determine the ACA benchmark
premium and lower ACA premiums subsidies resulted.

EXPANDING ACCESS TO PUBLIC INSURANCE PLANS 13
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Creating a Medicare buy-in

Medicare eligibility is currently limited to individuals aged 65 and older and individuals
younger than 65 meeting certain disability criteria. Under a Medicare buy-in, individuals
not currently eligible for Medicare would be able to enroll directly into Medicare and

would pay any applicable premiums. It would have many similarities to a Medicaid buy-

in, but rather than being administered by states it would be administered by the federal
government. It would operate outside of the exchange,’ would not be part of the ACA single
risk pool, and would not necessarily be subject to the same rules as ACA plans. How the
Medicare buy-in rules are structured and how they compare to the rules governing ACA
plans would affect the enrollment, risk profiles, and premiums in both markets. A Medicare
buy-in could also affect the employer group health insurance market if coverage is extended

to individuals who would be otherwise covered by employer plans.

Key design considerations:

Where would Medicare buy-in plans be available?
A Medicare buy-in plan could be made available nationwide. The federal nature of the
program could make it more difficult to limit a buy-in to particular areas, perhaps unless

done as a demonstration project.

Who would be eligible to enroll in a Medicare buy-in? Would employers be allowed to enroll their

workers? Would any individuals or groups be automatically enrolled?
A Medicare buy-in could be made available to everyone, or be limited to particular groups,
for instance individuals of certain ages (e.g., ages 55-64) or individuals without access to
employer coverage. Other eligibility questions include whether the Medicare buy-in would
be an option added to current coverage choices or would instead be the only available source
of coverage for individuals eligible, whether certain populations would be automatically
enrolled in the buy-in plans, and whether employers could purchase buy-in plans for their
employees. The impact on other insurance markets, including the individual and employer

group markets, could be larger the more expansively buy-in eligibility is defined.

3 It would be possible for Medicare buy-in plans to aperate within the ACA exchanges, However, those plans would likely have to meet the
ACA requirements regarding issue and rating rules, benefit requirements, etc. As a result, those plans could be similar to the government-
facilitated plan approach discussed above.
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Aside from eligibility, any enrollment rules would need to be determined. For instance,
would there be limited open enroliment periods (and if so, would those coincide with ACA
or Medicare enrollment periods) or could individuals move into and out of the buy-in at any
time? The latter could increase any selection effects between the buy-in program and other

insurance markets.

Would the buy-in inciude traditional Medicare coverage and/or Medicare Advantage coverage?
Current Medicare beneficiaries have the option of enrolling in traditional Medicare or
in a Medicare Advantage plan. Would buy-in enrollees have the same options? Under
traditional Medicare, the federal government bears the financial risk, although providers can
sometimes share in that risk, for instance through bundled payments or accountable care
organizations. Under Medicare Advantage, private plans bear the financial risk, although
again, that risk can be shifted to or shared with providers depending on the provider
payment arrangement. Under Part D prescription drug plans, private plans and the federal
government bear the financial risk, with the latter shouldering much of the catastrophic

costs of high-cost beneficiaries through a reinsurance program.

‘The buy-in population could be very different from the current Medicare population in
terms of their health care needs. Private insurers with expertise in the current Medicare
population may not necessarily have expertise in the buy-in population. If Medicare
Advantage plans are included in the buy-in program, would plans for currently eligible
Medicare beneficiaries be distinct from plans for the buy-in population? Would insurers be
allowed to offer MA plans to the buy-in population but not the currently eligible population,

or vice versa?

How would the program be funded?
It would need to be decided whether the program would be self-supporting through
buy-in premiums (and perhaps also the federal government via ACA premium subsidies)
or whether the program would have additional federal funding. As long as the buy-in
premiums are fully self-supporting, there would be no net impact on the Medicare trust
funds. However, state Medicaid budgets could be affected, depending on any changes in
state funding responsibility for beneficiaries dually eligible for Medicare and Medicaid.

What entity would administer the buy-in program?
The federal government would administer the buy-in. As with the current Medicare
program, some insurance and administrative tasks could be contracted out to private

entities, through Medicare Advantage plans or other private contractors.
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What is the current Medicare benefit structure?

Under traditional Medicare, benefits are covered by three separate parts. Medicare Part A covers inpatient
hospital and post-acute services; Part B covers physician and outpatient hospital services; Part D covers
prescription drugs. Each part is subject to different deductibles and coinsurance requirements. Eligible
individuals automatically have Part A coverage, but parts B and D are optional. Private MA plans are more
integrated and cover all of the services covered by the traditional Medicare program. MA plans (also known
as Medicare Part C) can also provide benefits beyond those in traditional Medicare and are available both
with and without prescription drug coverage.

Medicare benefits do not cover all of the ACA-required essential health benefits. For instance newborn care
and prescription drug coverage is not required. And although MA plans have out-of-pocket fimits, traditional
Medicare coverage does not. Individuals with traditional Medicare can have supplemental coverage, in the
form of an individually purchased Medigap plan or retiree benefits provided from a former employer. And
fow-income Medicare beneficiaries can have additional benefits and cost-sharing protections through
Medicaid and Part D low-income subsidies.

What benefits would be covered?

16

Many decisions about benefits under a Medicare buy-in would need to be made, including:

For a traditional Medicare buy-in option, would individuals have to choose both parts A
and B? Would Part D coverage also be mandatory under either a traditional Medicare or
Medicare Advantage buy-in option?

Would buy-in benefits be supplemented in order to meet ACA essential health benefit
requirements and the needs of a broader eligible population?

What cost-sharing requirements and/or protections would be included?

‘Would supplemental coverage, such as Medigap coverage, be available to buy-in
enrollees?

Would Medicare Advantage special needs plans (SNPs)—which tailor coverage to
particular groups, such as those with specific conditions or dually eligible for Medicaid—
be available to the buy-in population?

EXPANDING ACCESS TO PUBLIC INSURANCE PLANS
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How benefits are defined under a Medicare buy-in plan and how they compare to benefits
in ACA coverage could affect selection between the Medicare buy-in plan and ACA
coverage. Estimates of the actuarial value of the traditional Medicare program range from
80 percent’ to 84 percent.’ These findings suggest that Medicare coverage is in the range
of an ACA gold metal tier plan, although differences in underlying benefits can affect such

comparisons.

What would provider payment rates be under a Medicare buy-in plan?
Provider payment rates would affect buy-in premiums as well as provider willingness to treat
buy-in enrollees. If payment rates were set higher than current Medicare rates, providers
could be more willing to participate, but premiums would be higher. Payment rates for
any new services would also need to be determined, A question is whether lower provider
payment rates in the Medicare buy-in plan compared to commercial coverage could provide
more leverage to individual and group market plans to negotiate lower payment rates. Or
instead would private plans find it more difficult to compete with the buy-in, potentially
leading to their exit from the individual or group markets.

How would Medicare buy-in premiums be set?
A key question is whether Medicare buy-in premiums would be self-supporting or whether
they would be subsidized by the federal government or states (aside from any premium
subsidies provided to low-income enrollees through the buy-in program or through ACA
premium subsidies, if applicable). If premiums are to be self-supporting, they would need to
reflect the expected claims plus administrative costs for the buy-in population. Unless there
were a specific policy goal to have cross subsidies between the current Medicare population
and the buy-in population (or other changes made to the current Medicare program),
premiums for current Medicare beneficiaries likely would be unaffected.

The federal government would be at risk if buy-in premiums for traditional Medicare were
set too low relative to plan costs (and could benefit if premiums exceed costs). If MA plans
are included as a buy-in choice, they would be at financial risk if those premiums were

set too low. If a Medicare buy-in program is federally subsidized, there would need to be

a structure to allocate the government subsidy, especially if MA buy-in plans are available.

Additional subsidies for buy-in plans compared with individual or group market coverage

would affect premiums and enrollment, potentially affecting the availability of individual

and group market plans.
4 Frank McArdle, lan Stark, Zachary Levinson, and Tricia Neuman, “Low Dhes the Beoci Valweof Medicare Compare t the Benefit Yalue
of Oypueal Large Emplover Plass? A 2012 Update” Kaiser Family Foundation issue brief, Aprif 2002. The Medicare actuarial value estimate

includes prescription dru overage.
5 Daniel W, Bailey, v tuwartal Vidue amd the Actmuesad Vadug of Qrigmal A B Modicare,” In the Public Interest, Issue 9, January 2014,
The Medicare actuarial value estimate reflects parts A and B only and does not include prescription drug coverage,
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Tt would also need to be determined whether and how buy-in premiums would be allowed
to vary by individual characteristics, such as age or geographic area. If allowable premium
rating factors differ from those in ACA plans, there could be selection effects between buy-
in plans and ACA plans. Depending on the buy-in rules, higher-cost people could be better
off purchasing buy-in coverage than other available coverage, or vice versa. In addition,
setting a uniform national buy-in premium could result in high buy-in enrollment in areas
with higher ACA premiums and lower enrollment in areas with lower ACA premiums. The
buy-in plans would likely not be included in the ACA single risk pool, so there wouldn’t be
risk adjustment between buy-in plans and ACA plans. Even if it were desired to include buy-
in plans in ACA risk adjustment, it could be difficult to do so, especially if the buy-in plans

have different benefits and rating rules.

Aside from any risk adjustment between ACA plans and buy-in plans, if private plans
participate in the program, there might need to be risk adjustment among buy-in plans to
reflect the risk profiles of different buy-in plans and to reduce incentives for plans to avoid
high-cost enrollees.

Could individuals use ACA premium subsidies toward a Medicare buy-in plan?

It would need to be determined whether ACA premium subsidies could be used toward
Medicare buy-in premiums, and if so, whether and how buy-in premiums are used when
determining the ACA benchmark plan. The latter could be complicated if buy-in plans
cover different benefits or have different actuarial values than ACA plans. Allowing ACA
premium subsidies to be used for Medicare buy-in coverage could reduce enroliment in
ACA plans, potentially reducing the viability of the ACA marketplaces. It could also reduce
overall enrollment if the buy-in premium was used to determine the ACA benchmark
premium and lower ACA premiums subsidies resulted.
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Medicare for more or for all

Rather than creating a Medicare buy-in option, other approaches would more directly
expand Medicare. These approaches range from extending Medicare eligibility by lowering
the eligibility age (e.g., to age 55), extending Medicare eligibility to all U.S. residents, or
extending Medicare eligibility to all and also restructuring the program to provide more
comprehensive coverage. The latter two approaches are often referred to as “Medicare for AIl”
or “single payer] and they would replace most or all other sources of coverage. However, the

design details of particular proposals could be different and have different implications.

Key design considerations:

Where would Medicare eligibility be extended?

A reduction in the Medicare eligibility age would be made available nationwide. The federal

nature of the program would make it more difficult to extend eligibility only to particular

geographic areas.

How would Medicare eligibility be extended?

Medicare eligibility could be extended to all regardless of age, or the Medicare eligibility age
could be lowered, for instance to age 55. Unlike a buy-in approach, in which Medicare could
be one of many insurance coverage options, under a Medicare eligibility change, Medicare
would become the primary source of coverage for those eligible, replacing other sources of

coverage. Other coverage could potentially be available to supplement Medicare coverage.

Would the Medicare expansion inciude traditional Medicare coverage and, or Medicare Advantage

coverage?

Presumably a change in the Medicare eligibility age would result in newly eligible Medicare
beneficiaries having the same choices as current Medicare beneficiaries. That is, they
would have a choice of enrolling in traditional Medicare (in which the federal government
bears the financial risk) or in a risk-bearing Medicare Advantage plan and/or Part D plan.
However, a policy to increase Medicare eligibility to more or to ail could also include more
structural changes to the Medicare coverage options, including the extent to which private

plans remain available and how they compete with traditional Medicare.
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The newly eligible population could be very different from the current Medicare population
in terms of their health care needs. Private insurers with expertise in the current Medicare
population might not necessarily have expertise in the newly eligible population or could
evaluate the relative health management opportunities differently for the newly eligible
population. But unlike a Medicare buy-in approach, it might be more administratively
difficult for Medicare Advantage plans to have separate plans for the currently eligible

Medicare beneficiaries and the newly eligible beneficiaries.

How would the program be funded?

Medicare is currently funded by a combination of federa! payroll taxes, beneficiary
premiums, and general tax revenues. An expansion of Medicare would require additional
funding, especially as the current Medicare program is already facing serious financial
challenges. Non-Medicare health spending is financed by a range of payers, including
individual premiums and out-of-pocket costs, employer premium contributions, and state
and federal governments, via taxpayer funds. Financing needs for non-Medicare spending
would decline if more of the population becomes covered by Medicare. Therefore, it is
important to determine how Medicare would be financed and also the net effect on total
health care financing.

To the extent that Medicare would continue to be at least partially financed by beneficiary
premiums, it would need to be determined whether and how premiums would vary among
enrollees {e.g., by age or income).

What entity would administer the expansion program?

20

The federal government would administer the expansion. As with the current Medicare
program, some insurance and administrative tasks could be contracted out to private
entities, through Medicare Advantage plans or other private contractors.
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How Medicare is currently financed

Medicare benefits are financed through two trust funds. The Hospital Insurance (Hl) trust fund supports
Medicare Part A, which covers inpatient hospital care and post-acute care services such as skilled nursing
facility care and home health care services. The Supplementary Medical Insurance (SMI) trust fund supports
Medicare Part B—hospital outpatient care, doctor visits, lab tests, and medical supplies—and Part D
prescription drug coverage. Medicare Advantage plans are paid out of both funds, in applicable proportions.

HI Trust Fund. According to the 2018 Medicare trustees report, payroll taxes comprise 87 percent of Hi trust
fund revenues. The payroll tax rate is 1.45 percent for both workers and employers; self-employed workers
pay 2.9 percent. Workers with incomes exceeding $200,000 ($250,000 for married couples) pay an additional
0.9 percent payroll tax on income exceeding the threshold. Other sources of Hi income include a portion of
the federal taxes on Social Security benefits, premiums from voluntary enrollees not eligible for premium-free
Part A, and interest on trust fund assets. The H! trust fund had built up a surplus of $202 billion at the end of
2017 but is projected to be depleted in 2026. At that time, tax revenues are projected to cover only 91 percent
of program costs, with the share declining to 79 percent in 2050.

No current provision exists for general fund transfers to cover Hi expenditures in excess of dedicated
revenues, so additional revenues would need to be raised, benefits cut, or some combination of the two.
Eliminating the Hi deficit over the next 75 years would require an immediate 28 percent increase in payrol
taxes, an immediate 17 percent reduction in expenditures, or some combination of both. Deferring action
would require larger increases in payroll taxes or farger reductions in expenditures to attain long-term trust
fund solvency.

SMI Trust Fund. Medicare’s SMI trust fund receives nearly three-quarters of its funding from federal general tax
revenues. Standard per beneficiary premiums for parts B {$135.50 per month in 2019) and D ($33 per month
in 2019) are set to equal one-quarter of coverage costs; high-income beneficiaries pay a larger share of costs.
Low-income Part D beneficiaries receive federal premium assistance and pay lower premiums. As a result,
beneficiary premiums account for 26 percent of Part B costs and 17 percent of Part D costs. Part D receives

13 percent of its funding from states to reflect the federal assumption of prescription drug costs for dually
eligible beneficiaries. Aside from interest on the trust funds, the remaining funding comes from general
revenues—72 percent for Part B and 70 percent for Part D.

The SMI trust fund is expected to remain solvent because its financing is reset each year to meet projected
future costs. But increases in SMI costs will require increases in beneficiary premiums and federal tax dollars,
which will add pressure to the federal budget. SMI general revenue funding is scheduled to increase from 1.6
percent of gross domestic product (GDP) in 2017 to 2.8 percent in 2092.

SMI premium increases similarly will place pressure on beneficiaries, especially when considered in
conjunction with increasing beneficiary cost-sharing expenses. The average beneficiary expenses {premiums
and cost-sharing) for parts B and D combined currently equal 24 percent of the average Social Security
benefit. These expenses are projected to 34 percent of the average Social Security benefit by 2092.

Source: 2018 Medicare Trustess Report
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What benefits would be covered?

Many decisions about benefits would need to be made, including:

+  Would Medicare benefits be supplemented to meet the needs of a broader eligible
population, including benefits covered by Medicaid and employer plans?

«  Would traditional Medicare retain its separate parts A, B, and D component structure,
or would the benefit design be more integrated, consistent with other types of coverage
such as ACA individual market plans and employer coverage?

»  What cost-sharing requirements and/or protections would be included?

»  Would supplemental coverage, such as Medigap coverage, continue to be available to
Medicare enrollees?

«  Would Medicaid continue to provide additional benefits and cost-sharing protections to

low-income beneficiaries?

Would other coverage options be available?

22

As noted above, aside from the potential availability of supplemental plans, Medicare would
replace other sources of coverage for those eligible for Medicare. As a result, there would
not be selection concerns between Medicare and other plans. However, there would be
disruption as individuals shift from their existing source of coverage to Medicare. Whether
individuals are better off under current coverage sources or Medicare depends on any
differences in benefits and cost-sharing requirements, provider networks, premiums, and
taxes.

If Medicare extends eligibility only to certain age groups, the risk pools of other sources

of coverage would shrink, with premiums reflecting the risk pool composition of the
remaining enrollees. To the extent that other coverage sources continue, there might need
to be coordination between Medicare and other coverage sources. For instance, if the
Medicare eligibility age is lowered {(as opposed to being extended to all) it would need to be
determined how Medicare would coordinate with active and retired workers with employer
coverage. Also, what would happen to coverage for dependents if older workers became

eligible for Medicare but the dependents are not yet eligible?
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What is a single payer health insurance system?

In general, “single payer” means the health insurance system covers the health care spending for all
of a specified population and is financed by the government, typically from tax revenues. Aithough
the term describes how the system is financed, it does not define who employs the healith care
providers. The term “socialized medicine” differs from “single payer”in that the former referstoa
system in which the government not only pays for the medical spending, but also owns the health
care facilities and employs the physicians and other health care workers.

The Medicare program is often referred to as a single payer system. Medicare is currently financed
through payroll taxes, beneficiary premiums, as well as federal income taxes. Medicare covers
medical services for eligible beneficiaries, and care is received from private health care providers.
Medicare is not operated completely by the government, however. Private insurers participate
through Medicare Advantage and the Part D prescription drug program. About one-third of
Medicare beneficiaries were enrolled in MA plans in 2018, and all Medicare Part D coverage is
offered by private insurers. In addition, beneficiaries participating in the traditional Medicare
program can choose to purchase private Medigap plans that supplement Medicare coverage.

What would provider payment rates be under Medicare?
Under a Medicare for all expansion, it would need to be determined whether payment rates
would continue at current Medicare rates. If so, for those beneficiaries currently covered
by Medicaid, providers would generally be paid more than under the current system, and
for commercially insured patients, provider payments would decrease. Even if on average
provider rates remain unchanged, individual providers could be better or worse off,
depending on their patient mix. Because total Medicare spending reflects not just provider
payment rates but also utilization, one consideration is whether any reduction in provider
payment rates would be offset by less utilization control. Payment rates for any new services
would also need to be determined. If MA plans continue to be available, it would also need
to be determined whether the MA requirement that out-of-network providers are paid

Medicare fee-for-service rates would be retained.
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In the long run, provider payment rates reflect not only where they were set initiaily, but also
how they grow over time. For most Medicare services, Congress determines how Medicare
provider payment rates are increased from year to year, although the secretary of Health
and Human Services sets the updates for particular service categories. These updates reflect
in part a determination of whether payments cover providers' costs and whether Medicare
beneficiaries have adequate access to high-quality providers, as well as a goal of spending
Medicare funds efficiently. Setting Medicare payments low can help put pressure on
providers to lower their costs and provide care more efficiently. However, if low payments
result in reduced access to care or provider financial losses, there could be pressure on

Congress to increase rates more rapidly.

How would Medicare expansion premiums be set?

As noted above, standard Medicare parts B and D premiums are set equal to 25 percent of
program costs. Higher-income beneficiaries pay higher premiums for parts B and D, and
lower-income beneficiaries pay lower premiums for Part D. (Low-income beneficiaries
can also have Part B premiums paid by Medicaid.) Premiums can differ for particular

MA and Part D plans but are otherwise uniform, with no variation by age, gender, health
status, or other factors. Aside from setting overall premiums to meet program financing
goals, it would need to be determined whether and how any premiums would vary among

beneficiaries. This question becomes more important the lower the Medicare age is set.

Waould the transition to an expanded Medicare program be done all at once or phased in?

24

If an expanded Medicare program is to be phased in rather than implemented all at once,
transition rules would be required.
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Conclusion

Many approaches to expanding access to public health insurance plans are being explored
as potential ways to increase access to affordable health insurance. To fully evaluate or to
implement any of these proposals, many design features would need to be specified. These
include: defining where the plan would operate and who would be eligible, whether the
public plan would be an optional choice or the sole coverage source available, whether the
program would rely solely on public coverage or would also incorporate private plans such
as Medicare Advantage plans, what benefits would be covered and what cost-sharing would
be required, what providers would be paid, how premiums and other financing would be set,
and any transition rules. How these features are decided would affect the viability of the plan
and the impacts it would have on coverage availability and affordability—not only of the
public plan, but also of other coverage sources.

EXPANDING ACCESS TO PUBLIC INSURANCE PLANS 25
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f Washington, D.C. Office
[:]/" American Hospital 800 10th Street, N.W
/ Association™ Two CityCenter, Suite 400
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Advancing Health in America (2021 638-1100
May 22, 2019

The Honorable John Yarmuth

Chairman

Committee on Budget

United States House of Representatives
204-E Cannon House Office Building
Washington, DC 20515

Dear Chairman Yarmouth,

On behalf of our nearly 5,000 member hospitals, health systems and other health care
organizations, our clinician partners — including more than 270,000 affiliated physicians,
2 million nurses and other caregivers — and the 43,000 health care leaders who belong
to our professional membership groups, the American Hospital Association (AHA)
appreciates the Committee holding this hearing on the Congressional Budget Office’s
(CBO) Key Design Components and Considerations for Establishing a Single-Payer
Health Care System.

America’s hospitals and health systems are committed to the goal of affordable,
comprehensive health insurance for every American. However, “Medicare for All” is not
the solution. Instead, we should build upon and improve our existing system to increase
access to coverage and comprehensive health benefits.

Our detailed comments follow.
THE IMPORTANCE OF HEALTH COVERAGE

Meaningful health care coverage is critical to living a productive, secure and healthy life.
Studies confirm that coverage improves access to care; supports positive health
outcomes, including an individual’s sense of their own health and wellbeing; incentivizes
appropriate use of health care resources; and reduces financial strain on individuals and
families.! Coverage has broader community benefits as well, from ensuring adequate
resources to maintaining critical health care infrastructure to being associated with
decreased crime. We, therefore, appreciate Congress’ focus on opportunities to close
the remaining coverage gaps and achieve comprehensive health coverage for every
American.
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Despite recent coverage gains, approximately 9 percent of the U.S. population remains
uninsured, a number that has increased over the past two years. The remaining
uninsured tend to be young adults, disproportionately Hispanic, and workers in lower-
income jobs. Many of the uninsured are likely eligible for but not enrolled in subsidized
coverage, including through Medicaid, the Health Insurance Marketplaces or their
employers. For example, millions of the lowest income uninsured could be covered if all
states expanded Medicaid.

May 2019 CBO REPORT

We appreciate the CBO looking at the possible components of a single-payer system
and their potential impact on health care in the United States. As the report makes
clear, establishing a single-payer system would be a “major undertaking that would
involve substantial changes in the sources and extent of coverage, provider payment
rates, and financing methods of health care in the United States.”

The report notes there are several potential ways that providers could be paid under a
single-payer system, including fee-for-service, bundled payments, global budgets or
capitated payments. The report also notes there are multiple ways payments could be
determined, including administered rates and negotiated rates. The report raises the
point that this change in provider payments would have “important implications” for
“providers’ revenues.” We detail additional information on the potential impact to
hospitals and health systems below.

Similar to considerations raised in the report, we believe close attention needs to be
paid to payments that are made to hospitals that have a higher percentage of low-
income patients and to graduate medical education (GME) payments. This funding
provides essential financial assistance to hospitals that care for our nation’s most
vulnerable populations and provide critical community services, such as trauma and
burn care. Additionally GME funding ensures there are an adequate supply of well-
trained physicians.

The CBO report details possible implications of paying providers Medicare rates in a
single-payer system and states “such a reduction in provider payment rates wouid
probably reduce the amount of care supplied and could also reduce the quality of care.”
The instability of changes to the health care system with a “Medicare for All” type
system could have the unintended impact of jeopardizing access to care for everyone.
We would urge caution in moving forward with any system that would decrease
availability of care or add to the length of time for availability of service — particularly in
rural or undeserved areas.

GOVERNMENT-RUN, SINGLE-PAYER MODEL is THE WRONG APPROACH

While the AHA shares the objective of achieving health coverage for all Americans, we
do not agree that a government-run, single-payer model is right for this country. Such
an approach would upend a system that is working for the vast majority of Americans,
and throw into chaos one of the largest sectors of the U.S. economy.
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Indeed, payment under existing public programs, including Medicare and Medicaid,
historically reimburse providers at less than the cost of delivering services. For example,
Medicare paid only 87 cents for every dollar spent by hospitals caring for Medicare
patients in 2017 — a shortfall of $53.9 billion. Chronic underpayment can lead to access
issues for seniors as some providers, especially physicians, may limit the number of
Medicare patients they take or stop seeing them altogether. indeed, hospitals and
health systems only are able to stay open today to the extent commercial coverage
makes up for the losses sustained providing care to beneficiaries of public programs.
Congress’ own advisory group, the Medicare Payment Advisory Commission
(MEDPAC), reported in its March 2018 report that hospitals had a negative 9.6 percent
Medicare margin in 2016, on average, and projects that hospital Medicare margins will
decline to negative 11 percent in 2018, the lowest such margin ever recorded.

Results from a recent study give some idea of the financial impact a single-payer
program based on Medicare rates could have on the health care system. The study
found that a proposal to create a government-run, Medicare-like health plan on the
individual exchange could create the largest ever cut to hospitals — nearly $800 billion —
and be disruptive to the employer-sponsored and non-group health insurance markets,
while resulting in only a modest drop in the number of uninsured as compared to the 9
million Americans who would gain insurance by taking advantage of building upon the
existing public/private coverage framework. This coverage proposal would enroll
significantly fewer people than a single-payer model, and yet the reimbursement cuts
would be catastrophic.

Even if the proposed single-payer program increased reimbursement rates above
Medicare’s rates, our members’ experience suggests that the government does not
always act as a reliable business partner. Delays in payment and retroactive changes to
reimbursement policies leave providers at risk of inadequate payment. Politicization
means that providers cannot always trust that the rules of today will be the rules of
tomorrow, which presents a challenging — if not impossible — environment for large,
complex organizations. Recent examples of the uncertainty of working with government
include the defunding of critical elements of the Health Insurance Marketplaces,
including outreach and education, and raids on the Medicare and Medicaid programs to
offset spending on other priorities.

We also are deeply concerned that a single-payer model would seriously distract from
the important delivery system reform work underway. Hospitals and health systems
have invested billions of dollars in technology and delivery system reforms to improve
care, enhance quality and reduce costs. Moving fo a single-payer model could stymie
these efforts by, at best, diverting attention and, at worst, being deemed irrelevant if the
government can simply ratchet down provider rates to achieve spending objectives.

Finally, moving to a single-payer model would be highly disruptive not only to health
coverage, but also to the broader economy. Approximately 90 percent of Americans are
currently enrolled in comprehensive coverage with high rates of satisfaction. Not only
wouid this move more than 250 million people into some new form of coverage, it could
radically alter the coverage of the more than 55 million people currently enrolled in the
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Medicare program, including the tens of millions who have voluntarily opted to enroll in
Medicare Advantage, which would no longer exist.

WAYs T0 PROMOTE BETTER CARE FOR AMERICA

Health coverage is too important to risk such levels of disruption. The better path to
achieving comprehensive coverage for all Americans lies in continuing to build on the
progress made over the past decade. To advance our objective of covering all
Americans, we support:

Continued efforts to expand Medicaid in non-expansion states, including
providing the enhanced federal matching rate to any state, regardless of when it
expands. This would give newly expanded states access to three years of 100
percent federal match, which would then scale down over the next several years
to the permanent 90 percent federal match.

Providing federal subsidies for more lower- and middle-income individuals and
families. Many individuals and families who do not have access to employer-
sponsored coverage earn too much to qualify for either Medicaid or marketplace
subsidies and yet struggle to afford coverage. This is particularly true for lower-
income families who would be eligible for marketplace subsidies except for a
“glitch” in the law that miscalculates how much families can afford. We support
both expanding the eligibility limit for federal marketplace subsidies to middle-
income families and fixing the “family glitch” so that more lower-income families
can afford to enroll in coverage.

Strengthening the marketplaces to improve their stability and the affordability of
coverage by reinstituting funding for cost-sharing subsidies and reinsurance
mechanisms and reversing the expansion of “skinny” plans that siphon off
healthier consumers from the marketplaces, driving up the cost of coverage for
those who remain.

Robust enroliment efforts to connect individuals to coverage. The majority of the
uninsured are likely efigible for Medicaid, subsidized coverage in the marketplace
or coverage through their employer. We need an enrollment strategy that
connects them to — and keeps them enrolled in ~ coverage. This requires
adequate funding for advertising and enroliment efforts, as well as navigators to
assist consumers in shopping for and selecting a plan.

We also must ensure the long-term sustainability of Medicare, Medicaid and other
programs that so many Americans depend on for coverage.
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CONCLUSION

The AHA appreciates the Committee holding this hearing and we look forward to
working with Congress on this important issue. We believe we should come together
and build upon and improve our existing system to increase access to coverage and
comprehensive heaith benefits.

Sincerely,

Cc: The Honorable Steve Womack

i American Hospital Association, “The Importance of Coverage,” November 2018.
hitps://www aha ora/system/files/media/file/2019/04/report-coverage-gverview-2018 odf
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May 19,2019
Dear Chairman Yarmuth;

We are writing about the May 22nd Budget Committee Hearing on the CBO Report “Key Design Components
and Considerations for Establishing a Single-Payer Health Care System,” which was completed at your request
of 01/08/19.

We are very concerned that you did not ask the CBO to do a report based on HR 1384, and instead, asked the CBO
to address the issue in a general overall manner, entirely ignoring that Representative Jayapal’s bill (HR 1384)
was only weeks away from being introduced into the House. You asked the CBO to consider 8 questions. The
CBO Report expands your 8 general questions into a total of 18 very specific questions that they propose must be
answered to analyze a singlepayer system.

‘We strongly urge you to focus the CBO’s testimony and the committee’s discussion on HR 1384, and that you use
HR 1384 to answer each of the 18 questions posed in the CBO Report. The CBO staff is unelected. Representative
Jayapal and 108 other elected members of Congress have already signed on to HR 1384. We see no reason for
the committee to waste time, energy, and taxpayer money on stepping backward in time to repeat the decades of
studies and analyses that have culminated in the existing HR 1384.

Included here are the 18 CBO questions and brief answers based on the components of HR 1384, Please focus on
questions 11, 12, 16, 17, and 18 in particular, which are the ones that address questions about cost containment,
provider rates, and financing. These will counter repeated claims by opponents of any single-payer system,
who attempt to create the impression that the only (or primary) way single-payer legislation will cut costs is by
slashing doctor and hospital income. As you may, or may not know, that is not true of HR 1384. It is primarily the
significant streamlining of our current system’s complex, layered administration that will reduce costs by
hundreds of billions of dollars annually.

For any healthcare bill to succeed in universal coverage of all medical necessities, it must achieve sustainable
affordability, and there are 4 essential elements for achieving that: only one payer, budgets for individual
institutions (hospitals, nursing homes, etc.), uniform fee schedules for practitioners, and price controls on drugs...
all of which are in HR 1384!

In the attached file are all the questions addressed in the CBO Report, with answers specific to HR 1384 for each
question. Again, we strongly urge you to use this hearing to review all the components of HR 1384 specifically.

Thank you,
Steering Committee of HOPE (Health Over Profit for Everyone)
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QUESTIONS POSED BY THE CBO REPORT

1. How would a system be administered?
Under HR 1384 it would be administered by the federal government.

2. Would it include a standardized IT infrastructure?
Yes, a standardized IT infrastructure would be used.

3. Who would be eligible, and how would the system verify eligibility?

Under Section 102, the bill states:
(a) In General.—Every individual who is a resident of the United States is entitled to benefits for health
care services under this Act. The Secretary shall promulgate a rule that provides criteria for determining
residency for eligibility purposes under this Act.

Under Section 105, the bill states:
The Secretary shall provide for the issuance of a Universal Medicare card that shall be used for
purposes of identification and processing of claims for benefits under this program. The card shall
not include an individual’s Social Security number.

4. How would people enroli?

Under Section 105, the bill states:
{a} In General —The Secretary shall provide a mechanism for the enrollment of individuals eligible for
benefits under this Act. The mechanism shall—
(1} include a process for the automatic enroliment of individuals at the time of birth in the United States
{or upon establishment of residency in the United States);
(2) provide for the enrollment, as of the dates described in section 106, of all individuals who are
eligible to be enrolled as of such dates, as applicable; and
(3) include a process for the enrollment of individuals made eligible for health care services under
section 102(b).
(b} Issuance Of Universal Medicare Cards.—In conjunction with an individual’s enrollment for benefits
under this Act, the Secretary shall provide for the issuance of a Universal Medicare card that shall
be used for purposes of identification and processing of claims for benefits under this program. The card

shall not include an individual’s Social Security number.

5. Could people opt out?
Yes, but they would still pay their share of taxes for coverage.

6. What services would the system cover and would it cover long-term services and

supports?

Under HR 1384 Improved Medicare for All, every medically necessary service, device, and drug would be covered
as well as all long-term care services and supports, both inhome and institutional.

7. How would the system address new treatments and technologies?
The same as traditional Medicare does now.... based on medical evidence that something new is significantly
better than existing treatments & technologies.

8. What cost sharing, if any, would the plan require?
NONE. ZERO!

9, What role would private health insurance have?
Private insurance would be able to cover anything not covered by the public plan.
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10. What role would current public programs have?

All benefits of all other public healthcare programs would be rolled into the Improved Medicare for Al system.
However, all VA and IHS members would have the option to continue under their respective programs, which
are already government-funded programs. Tricare will be rolled into the Improved Medicare for All program.
Medicaid will be rolled into the Medicare for All program, which will completely cover all benefits now
covered by Medicaid.

11. How would the system pay providers and set provider payment rates?
HR 1384 would pay FFS for individual practitioners taking into account traditional Medicare rates in setting fee
schedules.
The bill states:
“In establishing payment amounts for items and services under the fee schedule established under
paragraph (1), the Secretary shall take intoaccount—(A) the amounts payable for such items and
services under title XVII of the Social Security Act; and (B) the expertise of providers and value of items
and services furnished by such providers.”
Soft global budgets will be negotiated with institutions (hospitals, nursing homes, etc.) Regional directors will
use traditional Medicare rates as a comparative payment system in negotiating budgets with each individual
institution.
The bill states:
“The regional director, on a quarterly basis, shall review whether requirements of the institutional
provider’s participation agreement and negotiated global budget have been performed, and shall
determine whether adjustments to such institutional provider’s payment are warranted. This review shall
include consideration for additional funding necessary for unanticipated items and services for
individuals with complex medical needs
or market-shift adjustments related to patient value. A regional director may negotiate changes to an
institutional provider’s global budget, including any adjustments to address unforeseen market-
shifts related to patient volume.”
Budgets for capital and operations will be separated to ensure capital spending is done on the basis of patient need
instead of provider preference.

12. How would the system purchase and determine the prices of prescription drugs?

The federal government would negotiate with pharmaceutical companies for the lowest prices, as the VA does
now, but with even greater impact due to the vastly increased size of the federal portion of the market. The
negotiated price would be based on comparative clinical and cost effectiveness, budget impact of providing
coverage, number of similarly effective drugs, and total revenues from global sales obtained by the manufacturer
for such drug. In the event of an unsuccessful negotiation at an appropriate price, the federal government would
authorize the use of any patent or clinical trial data for purposes of manufacturing such drug for sale under the
Medicare for All program.

13. Who would own the hospitals and employ the providers?
Hospitals and other providers would be privately owned and operated as they are now.

14. Could providers offer services that the public plan covers, to private-pay patients?

Providers who participate in the public plan cannot offer services covered by the public plan to patients paying
privately. Providers who do not participate in the public plan may provide services covered by the public plan, but
only if the patient understands and signs a contract stating that they understand that they could receive this service
under the public plan for free, and that this contract is not made or signed in an emergency situation.
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15. Could providers “balance bill” patients?
Not if they are a participating provider. For non-participating providers their services would be fully privately
paid, so they can bill patients, but it would not be accurate to call it “balance” billing.

16. How would the system contain healthcare costs?

The streamlining of administration into a single payer (the federal government) will eliminate the unnecessary
costs inherent in investor-owned companies with their multiple layers of bureaucracies, such as redundancies
of offices, staffs, paperwork, competitive salaries and bonuses for CEOs, investor profits, and marketing. The
savings from eliminating these will more than offset any need to reduce reimbursement rates, and will also
eliminate current provider costs for multiple payer billing and other insurance-related billing activities that now
require large clerical staffs and large amounts of practitioners’ time. Costs will also be contained by the use of soft
global budgets for all institutions, including hospitals.

17. Would the system use global budgets or utilization management?

HR 1384 would set up soft global budgets for individual hospitals and other institutions. Large chains of hospitals,
clinics, nursing homes, etc. would not be treated as one entity, and a separate budget would be set up with each
hospital or institution within any such chain.

In this bill, global budgeting does not mean setting up one budget for an entire geographic region. Regional
directors will negotiate soft global budgets with each individual institution, including hospitals, nursing homes,
etc. Hospitals and other institutions will be monitored to make sure they are not spending money unnecessarily.
However, the risk of cost overruns will not be shifted onto the provider. This will eliminate the incentive for
providers to limit access to services, or quality of services, which is a problem inherent in shifting risk onto
providers, as is now done through “capitation payment” and “Value-Based Payment” methods. The US does not
have a problem of overuse of services, and utilization management such as capitation and Value-Based Payment
methods have not proven to cut costs and have resulted in increased discrimination against the most needy patients
and the providers who serve them. So HR 1384 does not include “utilization management.”

18. Would the government finance the system through premiums, cost sharing, taxes, or borrowing?

HR 1384 would finance all healthcare through taxes. Because the total cost of healthcare will be lower than
the current system, the new taxes will merely replace a larger amount currently being spent by households
and businesses on private insurance premiums and out-of-pocket costs. We strongly advocate that the taxes be
progressive, so that corporations and the ultra-wealthy will pay their fair share, and those who are low income
or poor will pay little or no healthcare taxes. There will be no preminms, deductibles, copays, coinsurance, or any
other form of cost sharing. Al existing federal, state, and local government healthcare revenues would be shifted
into Medicare for All, providing about two thirds of necessary funding. The final one third would be provided
by new federal taxes, which would be more than offset for roughly 95% of households by the savings from the
elimination of all premiums and out-of-pocket spending by individuals, employers, and employees. This would
result in a significant annual savings for the average household.
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May 22, 2019

The Honorable John Yarmuth The Honorable Steve Womack
Chairman Ranking Member

U.S. House Budget Committee U.S. House Budget Committee

402 Cannon House Office Building 2412 Rayburn House Office Building
Washington, D.C. 20515 Washington, D.C. 20515

Dear Chairman Yarmuth and Ranking Member Womack:

As the committee prepares to conduct a hearing on “Key Design Components and
Considerations for Establishing a Single-Payer Health Care System,” | am writing on
behalf of the Healthcare Leadership Council (HLC) to express significant concemns
regarding a single payer healthcare system.

HLC is a coalition of chief executives from all disciplines within American healthcare. it
is the exclusive forum for the nation’s healthcare leaders to jointly develop policies,
plans, and programs to achieve their vision of a 21st century healthcare system that
makes affordable high-quality care accessible to all Americans. Members of HLC -
hospitals, academic health centers, health plans, pharmaceutical companies, medical
device manufacturers, laboratories, biotech firms, health product distributors, post-acute
care providers, home care providers, and information technology companies — advocate
for measures to increase the quality and efficiency of healthcare through a patient-
centered approach.

Like you, HLC believes all Americans should have access to affordable coverage of
high-quality healthcare. However, a single payer healthcare system such as Medicare-
For-All is not a practical solution. in fact, polling shows Americans are not seeking a
radical overhaul of our healthcare system, nor would they be better off should it occur.

The most striking aspect of a single payer healthcare system is not what it gives to
millions of working families and individuals, but what it takes away. It forces everyone,
no matter how much they value their current health coverage, to give up that coverage
and enter into a one-size-fits-all system and would significantly increase everyone’s
taxes.
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Healthcare is currently in a period of evolution, transitioning from a fee-for-service
system to one that emphasizes value, improved outcomes, elevated population healith,
and greater cost-efficiency. To halt this progress in order to create a massive new
government-run structure, with still-unknown financing provisions, would serve the
interests of neither taxpayers nor patients. HLC believes that Congress should continue
improving and building upon the current healthcare system instead of pursing a single
payer system that would set back patient-centered health innovation instead of
advancing it. These improvements could include:

» Establishing a permanent health reinsurance program to heip lower premiums for all
consumers in the individual insurance market.

» Encouraging states to establish their own reinsurance programs, perhaps through
state waivers in which the reinsurance program is partially funded by federal pass-
through savings.

¢ Revising federal assistance to help more people afford coverage through premium
tax credits in addition to cost-sharing protections to help lower-income consumers’
access medical care.

« increasing federal funding for outreach and awareness to encourage consumers to
purchase and maintain health insurance coverage.

« Fixing the family glitch in which the cost to add family members to an individual's
employer-sponsored health insurance is not considered when determining
“affordability.”

« Offering employers and consumers more choices for their coverage, increasing
competition in the market place (e.g., value-based insurance designs).

» Modernizing health plans that are linked to health savings accounts.

Thank you for the opportunity to share our concerns regarding a potential
implementation of a single payer healthcare system. HLC looks forward to continuing to
collaborate with you on this important issue. If you have any questions, please do not
hesitate to contact Debbie Witchey at (202) 449-3435 or dwitchey@hlc.org.

Sincerely,

Mary R. Grealy
President
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May 20, 2019

Representative John Yarmuth, Chairman
House Committee on Budget
204-E Cannon House Office Building Washington, DC 20515

Representative Steve Womack, Ranking Member
House Committee on Budget
507 Cannon House Office Building Washington, DC 20515

Dear Chairman Yarmuth and Ranking Member Womack:

T am writing on behalf of the National Association of Health Underwriters (NAHU), a professional
association representing more than 100,000 licensed health insurance agents, brokers, general agents,
consultants and employee benefits specialists. The members of NAHU work on a daily basis to help
millions of individuals and employers of all sizes purchase, administer and utilize health insurance
coverage. Our expertise lies in the technicalities of health-plan purchasing and administration and the
real-world challenges consumers face therein. NAHU members are exceptionally well-versed on the
coverage options that businesses of all sizes and individual consumers have available to them, as well as
the plan choices they ultimately make.

Our expansive knowledge of health insurance markets and the consumers served by these markets leads
us to oppose H.R. 1384, the Medicare for All Act of 2019, and all proposals to implement a government-
run, one-size-fits-all healthcare system. This type of legislation would threaten the existing coverage of
more than 180 million Americans, stripping them of their current plans and replacing their insurance
with less choice and control over doctors, treatments and coverage, and higher taxes, longer wait times
and lower quality of care.

The current healthcare system provides Americans with more personal choices than anywhere else in the
world when it comes to insurance, doctors and treatments, while ensuring treatment if life or health is in
danger. And more than 180 million Americans have access to healthcare coverage through their
employers, with the average employer paying more than 70% of the cost of each employee’s coverage.
Enacting single-payer healthcare would threaten this choice, regardless of the scope of the proposal, from
incremental approaches such as a public option or Medicare or Medicaid buy-in, to a more sweeping
federal takeover of the entire healthcare system to implement a single standardized government-run
plan.

Medicare for All would be prohibitively expensive. Any single-payer system would need to be funded by
raising taxes on hard-working Americans by billions of dollars every year. Current estimates put the cost

1212 New York Avenue, NW, Ste. 1100 » Washington, DC 20005 « 202-552-5060 « www.nahu.org
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of implementing such a plan at around $32 trillion, with an average annual tax increase of $24,000 per
household. Despite the increase in taxes, these programs would provide lower quality of care than what
American patients receive, as evident by current government-run programs in the U.S. with worse quality
outcomes than private plans. And patients would face long wait times for treatment and have less access
to medical specialists and experts.

We believe that every American deserves access to affordable, quality health coverage, but Medicare for
All would not provide that. We believe Congress should focus on bringing down costs by promoting more
choice and competition for all Americans, no matter where they get their insurance. When the free
market and public programs work together to bring down the cost of care, we can expand access to high-
quality care for every American,

As Congress considers proposals to reform the healthcare system, I urge you to consider the detriment
that single-payer could have on the current system and the more than 180 million Americans with
private insurance coverage. I encourage you to work on solutions that build on the strength and stability
of the employer-provided health coverage that millions of Americans rely on today. I look forward to
hearing from you on this important issue. If you have any questions about our comments, or if NAHU can
be of assistance as you move forward, please do not hesitate to contact me at either {202} 595-0639 or

Sincerely,

=P

Janet Stokes Trautwein
Chief Executive Officer
National Association of Health Underwriters

1212 New York Avenue, NW, Ste. 1100 » Washington, DC 20005 » 202-552-5060 » www.nahu.org
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Testimony of National Nurses United
Before the House Budget Committee
Hearing on “Key Design Components and Considerations for Establishing a
Single-Payer Health Care System”

May 22, 2019

National Nurses United (“NNU”), the largest union representing registered nurses
(“RNs”) in the United States, submits this testimony in support of the Medicare for All Act of
2019, H.R. 1384. With over 155,000 registered nurse members across the country, NNU
proudly endorses the Medicare for All Act of 2019 and we urge the Committee to support
H.R. 1384. NNU members, as registered nurses, care for people in their most difficult hours,
when they are sick, injured, and dying. We witness the personal impacts of a flawed health
care system in our hospitals and clinics every single day. Our primary responsibility is to
protect the health and wellbeing of our patients by providing safe, therapeutic care at the
bedside, but this is made increasingly difficult by our country’s broken health care system.

Under our current multi-payer syster that is dominated by insurance, hospital, and
pharmaceutical corporations, the basic health needs of tens of millions in the United States
go unmet while health corporations soak-up billions of health care dollars. Today, the
United States spends more money on health care than any other nation in the world, wasting
hundreds of billions of dollars each year on unnecessary administrative costs, huge profit
margins, and inefficiencies in our current system. The patchwork system of private for-
profit insurers necessitates over $200 billion per year in administrative-related activities,
and represents 20 to 30 percent of U.S. health care costs.* Despite spending more money on
health care than any other country, our county ranks at or near the bottom on many
international health indicators, including on such critical barometers as average life
expectancy, infant mortality, maternal mortality, and death from preventable diseases.z

As the House Budget Committee considers key design components of a single-payer
healthcare system, NNU urges Committee members not to lose sight of the fundamental
ethical question of equity underpinning the task of health care system design. Even though
Medicare for All will save the country trillions of dollars, preoccupation with the financial
costs of Medicare for All should not distract us from the real impact of national health policy
decisions can have on our lives. A question that the late health economist Uwe Reinhardt
first posed to health policy pundits in 1997 is pertinent here:

As a matter of national policy, and to the extent that a nation’s healthcare
system can make it possible, should the child of a poor American family have
the same chance of avoiding preventable illness or of being cured from a
given illness as does the child of a rich American family?s

* Edward R. Berchick, Emily Hood, and Jessica C. Barnett. U.S. Census Bureau. “Health Insurance Coverage
in the United States: 2017.” U.S. Census Bureau (Sept. 2018).

2 Organization for Economic Cooperation and Development. “Health at a Glance 2017.” OECD Publishing
{2017); Organization for Economic Cooperation and Development. “OECD Health Statistics 2018.” OECD Stat
{Updated Nov. 2018). .

3 Reinhardt, Uwe. “Wanted: A Clearly Articulated Social Ethic for American HealthCare.” JAMA (Nov.
1997), Vol. 278:17, pp.1446-1447.

www NationalNursesUnited.org
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Dr. Reinhardt, by posing this question, asks us to place our ethical goals and principles into
the foreground when considering health care system design.* This question should remind
the Committee that all health care system design choices—whether on benefits, coverage,
provider participation, cost sharing, or cost containment—are all ethical choices that may
have a human price beyond dollars and cents. If the answer to Dr. Reinhardt’s questionisa
resounding ‘yes’, then the Medicare for All Act of 2019 is the health care system that can
ensure this principle of equity is fulfilled.

Despite the fact that we—as nurses—believe that our ethical starting point must be one of
health equity for all, the Medicare for All program also would create huge cost-savings for
the eountry through a series of measures. The two leading studies on the costs and savings
of Medicare for All each find that the program would result in overall savings in national
health expenditures. Robert Pollin and his colleagues at the University of Massachusetts
Amberst found that Medicare for All would result in $5.1 trillion in savings on national
health spending over 10 years.s Similarly, Charles Blahous of the Mercatus Institute of
George Mason University found that Medicare for All would result in $2.1 trillion in savings
over 10 years in national health expenditures.s Both Blahous’ and Pollin’s findings
demonstrate that savings captured by Medicare for All would far exceed any increases in
costs. Medicare for All would simplify our health system and cut administrative costs
significantly. By improving payment systems to hospitals and other providers and by
reducing the costs of prescription drugs through leveraged negotiations as a single-payer,
the Medicare for Al program would save the country trillions of dollars while also
guaranteeing improved, quality health care to every person living in the United States.

Too many Americans—as individuals, families, businesses, and taxpayers—have been
driven past their breaking point as a result of soaring health insurance costs. Health
insurers, as market-driven corporations, enrich themselves by imposing harsh limitation in
coverage and through perpetually increasing insurance premiums, deductibles, and co-pays.
Private insurers deny between 11 percent to 24 percent of all claims for care,” and they
restrict patient choice through narrow provider networks, limited drug formularies, and
other barriers to care.® More than 40 percent of all U.S. adults under the age of 65 forego
needed medical care, and 30 percent fail to fill a preseription or take less than the

4 Dr. Reinhardt continues to ask policy-makers this basic question about our ethical goals and principles on
health care and health equity. Just Jast week, he posthumously published a book reasserting these same
questions onte current health care debates. See Reinhardt, Uwe. Priced Out: The Economic and Ethical Costs of
American Health Care. Princeton University Press (May 2019).

5 Pollin, Robert, et al. “Economic Analysis of Medicare for All.” Political Economy Research Institute (PERI),
University of Massachusetts Amherst (2018), at p. 3, available at https://www.peri.umass.edu/publication/
item/1127-economic-analysis-of-medicare-for-all.

6 Blahous, Charles. “The Costs of a National Single-Payer Healthcare System.” Mercatus Center, George

mercatus-working-paper-vi_1.pdf, at 7 (summing Blahous’ projected national health Expe
2031 from Table 2).

7 U.S. Government Accountability Office. “Private Health Insurance: Data on Application and Coverage
Denials.” GAO-11-268 (Mar. 2011), available at hittps://www.gao.gov/new.items/d11268.pdf.

8 See Grisat, Michelle. “Medicare for All vs. All the Healtheare that Each Can Afford.” National Nurses
United & The Sanders Institute (Jun. 2017), available at https://medicareqall.org/wp-content/uploads/
MedicareForAll-Report-TSI-NNU.pdf.
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recommended dose.9 One third of U.S. adults say that, in the past year, they have had to
choose between paying for food, heating, housing, or health care.® The inability to pay
medical bills continues to be a leading cause of personal bankruptcy, with 66.5 percent due
to medical debt and job loss due to illness.® Of those whose illnesses led to bankruptcy, 75.7
percent had insurance at the onset of their illness.2

Even though the Patient Protection and Affordable Care Act enacted important
improvements that have enabled more Americans to enroll in health insurance, out-of-
pocket health costs continue to increase and many people remain severely underinsured.
These reform efforts temper, but do not resolve the fundamental problems embedded in the
market-driven system of health care delivery. The rate of uninsured U.S. adults has risen in
the past four years to nearly 30 million.'3 An estimated 41 million more are underinsured,
meaning that they have insurance but cannot obtain the care they need because they cannot
afford their co-payments or deductibles.

Moreover, the ever-rising cost of health care and its discriminatory characteristics
contribute to the growing national chasm in wealth inequality and health disparities. Of
those uninsured, 59 percent are people of color.’s African-Americans suffer higher death
rates than whites at an earlier age due to heart disease, diabetes, cancer, HIV, and infant
mortality,”s and African-American women are three to four times more likely than white
women to die in childbirth.” High costs and poor health outcomes persist because access to
insurance is not the same as guaranteed health care for all. Our country must do better.

9 West Health Institute and NORC at the University of Chicago. “Americans’ Views of Healthcare Costs,
Coverage, and Policy.” (Mar. 2018), available at https://www.westhealth.org/wp-content/uploads/2018/0:
WHI-Healthcare-Costs-Coverage-and-Policy-Issue-Brief.pdf,

1 Id,

u Himmelstein, David, et al. “Medical Bankruptcy: Still Common Despite the Affordable Care Act.”
American Journal of Public Health, (2019) Vol. 109 (3), available at https://ajph.aphapublications.org/dei
10.2105/AJPH.2018.304901.

12 Himmelstein, David, Elizabeth Warren, Deborah Thorne, Steffie Woolhandler. “Illness and Injury as
Contributors to Bankruptey.” Health Affairs (20035).

12 Kaiser Family Foundation. “Key Facts about the Uninsured Population.” (Dec 2018), available at

:/fwww kif.org/uninsured/fact-sheet/key-facts-about-the-uninsured-| F

1 Collins, Sara, Munira Gunja, and Michelle Doty. “How Well Does Insurance Coverage Protect Consumers
from Health Care Costs?” Commonwealth Fund {Oct. 2017), available at https://www.commonwealthfund.org/
sites/default/files/documents/ media_files _publications_issue brief 2017 oct collins _underinsured_bien
nial ib.pdf. Other studies estimate that up to 85 million people in the United States are underinsured. Pollin,
Robert et al. “Economic Analys;s of Medicare for All.” Political Economy Research Institute (PERI), (Nov. 2018),
available at https://www. en umass.edu/publication 1tem /112 -economlc»anal\sts-of—me(hcare for-all.

tps: ki .

16 U.S. Department of Health and Human Semces Ofﬁce of Mmonty Health “Infant Mortality and African
Americans.” {Last Updated Nov. 2017), accessed on April 26, 2019 available at https://minorityhealth.hhs.gov,
i ; Cunningham, Timothy et al. “Vital Signs: Racial Disparities in Age-Specific
Mortahty Among Blacks or Afncan Americans ~ United States 1999—2015 ” Morbldlty and Mortality Weekly
Report (May 5, 2017), available at https:
Cancer Society. “Cancer Facts & Figures for African Amencans 2019~ 2021. Amer Cancer Society, 2019.

7 Centers for Disease Control and Prevention. CDC Public Health Grand Rounds. “Meeting the Challenges of
%\/Ieasurmg and Preventmg Maternal Mortality in the United States.” Presented on Nov. 14, 2017, available at
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The Medicare for All Act of 2019 improves and expands the overwhelmingly successful
and popular Medicare program, so that every person living in the United States has
guaranteed access to health care. Medicare benefits would be improved so that all
comprehensive health services are covered, including dental, vision, prescription drugs,
women'’s reproductive health, and long-term services and supports. It would require no out-
of-pocket costs for patients for any services, and would give all patients the freedom to
choose the doctors, hospitals and other providers they wish to see.

Importantly, “gatekeeper” obstacles to receiving care—like insurance pre-authorization
requirements, lifetime or annual limits, or network restrictions—would be eliminated under
the Medicare for All Act of 2019. Health care choices would be a decision between you and
your doctor and would no longer be a decision made by insurance company administrators.
Similarly, the benefits under the program would be completely portable across the United
States. There would no longer be gaps in coverage if you change jobs or move. And our
health care would no longer be subject to the unpredictable network changes or the ability of
your employer to annually negotiate a health plan.

Medicare for All is the only solution to the health care crisis in our country. On behalf of
National Nurses United, we urge the Committee to support the Medicare for All Act of 2019,
H.R. 1384.

Sincerely,

Bons LU Ol Bugps

Bonnie Castillo, RN Deborah Burger, RN

Executive Director Co-President

National Nurses United National Nurses United

///)z /ee»u/
ﬁv«¢7’ M—é i \Z/ :
J
Zenei Cortez, RN Jean Ross, RN
Co-President Co-President

National Nurses United National Nurses United
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ATTACHMENT 1: Medicare for All Act of 2019:
Summary

Today's health care system fails to provide quality, therapeutic health care as a right to all
people living in the United States. Nearly 30 million Americans are uninsured, and at least
40 million more are underinsured, meaning that they cannot afford the costs of their copays
and deductibles. The United States spends more money per capita on health care than any
other major nation, yet the quality of our health care is much worse: life expectancy in the
United States is lower, while our infant and maternal mortality rates are much higher. We
waste hundreds of billions of dollars every year on unnecessary administrative costs, while
health care industry executives measure success in profits, instead of patient care.

The current health care system in the United States is ineffective, inefficient, and
outrageously expensive. It is time to remove the profit motive in health care, to resolve the
inefficiencies, and to guarantee quality, therapeutic health care to every person living in the
United States.

The Medicare for All Act of 2019, H.R. 1384 improves and expands the
overwhelmingly successful and popular Medicare program, so that every person living in the
United States has guaranteed access to health care with comprehensive benefits.

COMPREHENSIVE BENEFITS AND FREEDOM OF CHOICE

» The legislation provides comprehensive health care coverage, including all primary
care, hospital and outpatient services, prescription drugs, dental, vision, audiology,
women’s reproductive health services, maternity and newborn care, long-term services
and supports, prescription drugs, mental health and substance abuse treatment,
laboratory and diagnostic services, ambulatory services, and more.

» Patients will have complete freedom to choose the doctors, hospitals, and other
providers they wish to see, without worrying about whether a provider is “in-network.”

NO PREMIUMS, COPAYS, OR DEDUCTIBLES

» Enrollment in Medicare for All would not require any premiums or deductibles. Upon
receiving care, patients would not be charged any copays or other out-of-pocket costs.

LONG-TERM SERVICES AND SUPPORTS FOR PEOPLE WITH DISABILITIES
AND OLDER AMERICANS

» Long-term services and supports will be fully covered by the Medicare for All program.

» The legislation requires that the program presume that recipients of all ages and
disabilities will receive long-term services and supports through home and community-
based services unless the individual chooses otherwise.

REDUCING HEALTH CARE SPENDING AND IMPROVING CARE

» Medicare for All would simplify the health care system by moving to a single-payer
model. This will reduce the hundreds of billions of dollars wasted on the administration
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of the current inefficient multi-payer system, allowing providers to focus on patient care
instead.

> The legislation would prevent health care corporations from overcharging for the costs
of their services and profiting off illness and injury. The legislation prevents providers
from using payments from the program for profit, union-busting, marketing, or federal
campaign contributions.

» The Medicare for All program would provide global budgets to all institutional
providers to help contain the exorbitant costs present in the system today, and will
allow the public to know where our health care dollars are being spent.

REDUCING THE COSTS OF PRESCRIPTION DRUGS

» The United States currently pays the highest prescription drug costs in the world. This
legislation would allow Medicare to negotiate drug prices, as other countries do, to
substantially lower the costs of prescriptions drugs.

» The legislation authorizes Medicare to issue compulsory licenses to allow generic
production if a pharmaceutical company refuses to negotiate a reasonable price.

TRANSITION
» The transition to Medicare for All would occur in two years.

» Oneyear after the date of enactment, persons over the age of 55 and under the age of 19
would be eligible for the program.

» Two years after the date of enactment, all people living in the United States would be
eligible for the program.

» The legislation provides funding to help commercial insurance industry workers
transition to other employment.

CARE FOR VETERANS AND NATIVE AMERICANS

» This legislation preserves the ability of veterans to receive their medical benefits and
services through the Veterans Administration, and of Native Americans to receive their
medical benefits and services through the Indian Health Service.



54

National Nurses United, Testimony

House Budget Committee

Hearing on “Key Design Components and Considerations for Establishing a Single-Payer Health Care
System”

May 22, 2019

Page B of 32

ATTACHMENT 2: Medicare for All Act of 2019:
Eliminating Health and
Health Care Disparities

Despite spending more on health care per capita than any other country in the
world, the United States has extreme health and health care disparities among racial
and ethnic populations.2 These disparities typically impact African Americans, American
Indians, and Alaskan Natives the hardest, with the Latinx and immigrant communities
also experiencing significant disparities.3 H.R. 1384, the Medicare for All Act of 2019
(Act), contains provisions that address these disparities.

Unlike our current market-driven system, the Act would guarantee quality,
therapeutic health care for all individuals in every community in the United States,
including our medically underserved rural and urban areas. It begins to address the
structures that drive income, racial, and ethnic inequality in our health and healthcare by
providing comprehensive health care benefits to all without regard to the ability to pay—
with no deductibles, copayments, or other out-of-pocket costs. This would remove the
financial and administrative barriers to care created by private insurers seeking to
extract profit at the cost off of our health.

Currently, many low-income and minority communities face overcrowded
hospitals and clinics, hospital closures, and shortages of nurses, doctors, and other
health care professionals. H.R. 1384 would ensure that our safety-net and critical access
hospitals, both rural and urban, are sufficiently resourced and that our communities are
staffed with sufficient nurses, doctors, and other providers to promote good health where
possible and provide therapeutic care where needed.

The Act would end our tiered system of health care by directing funds based on
human need and explicitly targeting health care disparities. The national health budget,
allocated regionally, includes separate funding for day-to-day operating expenses such as
wages, medical supplies, overhead; capital expenses such as renovating facilities or
building new ones as well as major equipment purchases; and special projects that
address needs in medically underserved and health professional shortage areas.5 Each of

t Organization for Economic Cooperatwn and Development. “How Does the United States Compare?”
(2017). Accessed April 26, 2019. hittps://www.oec unitedstates/Health-at-a-Glance-2017-Key-
Findings-UNITED-STATES. pdf

2 Caruse, Dominic F,, David U. Himmelstein, Steffie Woolhandler, MD. “Single-Payer Health Reform: A
Step Toward Reducing Structural Racism in Health Care.” Harvard Public Health Review (2015). Accessed
April 26, 2019. http://harvardpublichealthreview.org/single-paver-health-reform-a-step-toward-reducing-
structural-racism-in-health-care/

3Id.

4 H.R. 1384 contains several sections related to funding that are discussed and cited below. It also
contains robust non-discrimination language (Section 104) and detailed reporting requirements on health
and health care disparities based on race, ethnicity, gender, geography, and socioeconomic status so that
funding can be directed where needed (Sections 401 and 502).

5 The national health budget in H.R. 1384 also includes funding for quality assessment, health
professional education, and other expenditures. See Section 601.
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these budget components takes health care disparities into account, particularly the
funding for capital expenses and special projects.

Funding of Provider Operating Expenses

» H.R. 1384 explicitly includes “efforts to decrease health care disparities in
rural or medically underserved areas” as one factor in determining operating
expenses.® Such efforts could include funding for additional staff, extended
operating hours, and additional supplies.

Funding of Provider Capital Expenses

» Health care providers must apply for, and the HHS Secretary must approve,
funding to renovate or build new health care facilities or to purchase major
equipment. The Secretary prioritizes funding “to improve service in a
medically underserved area ... or to address health disparities among racial,
income, or ethnic groups, or based on geographic regions”.”

» In contrast, current private funding for renovating or building new health
care facilities and purchasing major equipment generally is based on whether,
and how quickly, the expense will be recouped based on the revenue it
generates. Thus, privately owned or funded organizations, even those that are
not-for-profit, typically favor investing in affluent suburban and urban
neighborhoods with low numbers of uninsured.

» Publicly-funded facilities—such as health care provided by safety net
hospitals and clinics—have been seriously underfunded leaving many
minority, low-income, and rural communities with overcrowded facilities or
no facilities at all. Under the Act, funding for capital expenses will be
allocated based on need—with the express aim of reducing, and ultimately
eliminating, health care disparities—rather than on maximizing revenue. This
creates a strong foundation for publicly-funded health care facilities.

Funding of Special Projects

» Special projects funding is used exclusively “for the construction of new
facilities, major equipment purchases, and staffing in rural or medically
underserved areas ... including areas designated as health professional
shortage areas ...”.8

» Medically underserved areas are geographically defined areas with a shortage
of primary care services as well as sub-groups of people living within these
areas including people who are homeless, low-income, Medicaid-eligible,
Native American, or migrant farm workers. Medically underserved areas are
designated based on the Index of Medical Underservice (IMU) which is
calculated based on four criteria: the ratio of providers to the population, the

6 H.R. 1384, Sec. 611{(b){(2)(G)(ii).
7 H.R. 1384, Sec. 614(c)(2).
8 H.R. 1384, Sec. 601(a)(7).
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percentage of the population with income below the federal poverty level, the
percentage of the population over the age of 65, and the infant mortality rate.

» Health professional shortage areas—areas that have a shortage of primary
care providers, mental health practitioners, or dentists—are primarily rural
and low-income urban areas, but also include specific population groups
within a geographic area such as those described above, and facilities such as
state mental hospitals, federally qualified health centers, Indian health
facilities, and tribal hospitals.®

» Inaddition to purchasing new equipment and building or renovating health
care facilities, special projects funds could be used to provide scholarships for
medical education, loan repayment or in exchange for practicing in rural or
medically underserved areas or areas with a shortage of health care
professionals, additional compensation to attract and retain health care
professionals, and other programs.

By redirecting money to care based on need, that currently is diverted to profit and high
administrative costs in our complex multi-payer billing system, the Act ensures that
everyone living in the United States receives the care they need.

9 Health Resources and Services Administration (HRSA). “Medically Underserved Areas and
Populations (MUA/Ps).” U.S. Department of Health & Human Services (Reviewed Oct. 2016). Accessed
April 25, 2019. https://bhw.hrsa.gov/shortage-designation/muap.

10 Health Resources and Services Administration (HRSA). “Health Professional Shortage Areas.” U.S.
Department of Health & Human Servlces (Rewewed Oct. 2016). Accessed April 25, 2019.
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ATTACHMENT 3: Medicare for All Act of 2019:
Program Design

How does the Medicare for All Act of 2019, H.R. 1384, answer the program
design questions posed by the Congressional Budget Office’s May 2019
report?

This issue brief adopts the question-based format to conform to the Congressional
Budget Office’s May 2019 report, “Key Design Components and Considerations for
Establishing a Single-Payer Health Care System,” which is being presented at the
May 22, 2019, House Budget Committee hearing.!

How would the government administer a single-payer health plan?

» Federal Governance. The Secretary of the U.S. Department of Health and Human
Services (Secretary) would oversee the Medicare for All Program (Program) at the
federal level and would be responsible for developing policies, procedures, and
regulations to carry it out. In so doing, the Secretary would consult with a broad
range of entities including federal agencies, professional organizations, and labor
unions. Program accountability measures include requiring the Secretary to provide
annual reports to Congress and audits by the U.S. Comptroller General every 5
years.?

v

Regional Administration. The Secretary would establish regional offices and
appoint regional directors as well as deputy directors to represent American Indian
and Alaska Native tribes in each region. The Secretary would incorporate the existing
offices of the Centers for Medicare & Medicaid Services (CMS) where possible. The
regional directors would be responsible for performing health care needs
assessments, recommending changes in provider payments, and establishing quality
assurance mechanisms in their respective regions. Finally, the Secretary would
appoint a beneficiary ombudsman to receive complaints and grievances and provide
assistance to individuals entitled to Program benefits.3

Who would be eligible for the plan, and how would people enroll?

» Two-year eligibility phase-in. The Program has a two-year transition period. In
the first year, persons over the age of 55 and under the age of 19 would be eligible for
the Program, and in the second year, all people living in the United States would be
eligible.+

» Enrollment. The Program would include a mechanism for automatic enrollment at
birth and upon immigration into the U.S. or attainment of qualified resident status.

! Congressional Budget Office. “Key Design Components and Considerations for Establishing a Single-
Payer Health Care System.” CBO Publications (May 1, 2019), available at https://www.cho.gov/system/files
le df.

2H.R. 1384 §§ 401-404.
3H.R. 1384 §§ 401-404.
4H.R. 1384 § 106.
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Eligible individuals would be able to enroll for benefits and obtain a Medicare card in
order to receive services under the Program. The Program could build on the current
Medicare enrollment system.s

What health care services would the plan cover?

% Universal benefits. Current Medicare benefits would be expanded and improved
in order to provide comprehensive health care coverage to all Program enrollees.®

» Comprehensive benefits. The benefits would include all primary care, hospital
and outpatient services, prescription drugs, dental, vision, audiology, women’s
reproductive health services, maternity and newborn care, long-term services and
supports, prescription drugs, mental health and substance abuse treatment,
laboratory and diagnostic services, ambulatory services, and more.”

What cost sharing, if any, would the plan require?

The plan prohibits cost sharing for all covered benefits. No premiums, deductibles,
coinsurance, copayments or balance billing are allowed.®

What role would private health insurance have?

The bill allows private health insurance coverage only for benefits that are not
covered under the Program, but prohibits private health insurance coverage for
covered benefits. Because the Program provides comprehensive benefits and
provides comprehensive coverage, private health insurance is expected to have only a
small role (e.g., non-medically necessary cosmetic care or for international tourists).

‘What role would other public programs have?

After the two-year transition period, all those receiving health eare coverage through
Medicare, Medicaid, the State Children’s Health Insurance Program, or health
exchanges established under the Patient Protection and Affordable Care Act would be
covered by the Medicare for All Program. These programs would sunset. School-
related health programs and existing medical benefits or services under the
Department of Veteran Affairs and the Indian Health Service would be maintained,
though veterans and Native Americans would also be entitled to full Program
benefits.e

5 H.R. 1384 § 105.
¢ H.R. 1384 8§ 201, 204.
7H.R. 1384 §§ 201, 204.
8 H.R. 1384 § 202,
9 H.R. 1384 8 107.
1o H R. 1384 §8 901, go2.
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‘What rules would participating providers follow?

To become a participating provider under the Program, the provider must be eligible
to participate and must enter into a participation agreement with the Secretary,
which includes, as described below, disclosure requirements and other checks on
provider participation.

» Provider qualifications. Providers are qualified to participate in the Program if
they have the requisite license from the state in which they practice and meet
minimum provider standards adopted by the Program, including adequate facilities,
safe staffing, and patient access. Providers are only eligible to be participating
providers for care that they provide directly to individuals.’

» Private contracting limitations. Participating providers are prohibited from
entering into private contracts for covered services with individuals eligible for
Program benefits. If a provider furnishes covered services through a private contract,
they will be ineligible from participating in the Program for two years. Participating
providers may enter into private contracts with individuals who are ineligible to
enroll in the Program and may enter into contracts with any individual for
noncovered services. Disclosure requirements are established for private contracts.s

» Prohibitions on diserimination. Providers are prohibited from denying benefits,
reducing benefits, or otherwise discriminating against patients based on race, color,
national origin, age, disability, marital status, citizenship status, primary language
use, genetic conditions, previous or existing medical conditions, religion, or sex,
including sex stereotyping, gender identity, sexual orientation, and pregnancy and
related medical conditions (including termination of pregnancy).

> Prohibition on balance billing. Participating providers are prohibited from
balance billing or otherwise charging a Program enrollee for any covered benefit.'s

» Checks on upcoding and other reimbursement inflation. To ensure that
coding and billing practices are not being manipulated to inflate provider
reimbursement, participating providers are required to disclose any patient or
procedure coding or classification system that they use. Additionally, participating
providers are prohibited from using any coding or classification system to establish
financial incentives or disincentives for doctors or other health care professionals or
that may otherwise interfere with clinical practice.*

» Provider duty of ethics and prohibitions on financial interests that
interfere with clinical practice. The bill establishes a requirement for
participating physicians, hospitals, and other health care providers to advocate for
and act in the exclusive interest of patients. This means that participating providers

“H.R. 1384 § 301.

2 H.R, 1384 § 302.

13 H.R. 1384 § 303:

4 H.R. 1384 §§ 104, 301(b).
5 H.R. 1384 § 202(b), 301(b).
16 H.R. 1384 § 301(b)(1)(G).
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shall not have any financial interest or relationship that impairs that provider’s
ability to care to patients."”

In order to implement the provider duty of ethics, the bill would:

e Prohibit providers from entering bonus, incentive payment, profit-sharing, or
compensation-based arrangements related to utilization of services or the
financial results of any health care provider, and requires providers to disclose
financial interests or relationships with other providers to the Secretary.

e Prohibits providers or their board members from serving on the board of or
receiving compensation, stock, or other financial investments in any other entity
that furnishes items and services (including pharmaceuticals and medical
devices) to the provider.

» Data reporting requirements. Participating providers are required to furnish
information necessary for establishing reimbursements, quality review, and other
data reporting, including current data reported under Medicare or state programs,
data on costs, quality, outcomes, health equity, and financial data.®

» Application of existing anti-fraud and abuse statutes. The bill applies
existing Medicare and Medicaid measures against provider fraud and abuse to the
Program, including prohibitions on self-referrals.'

» Whistleblower protections. The bill establishes whistleblower protections for
participating providers and individuals that report potential violations of the Act.2°

> Separation of Operating Funds and Capital Funds. To ensure that providers
are using operating funds for health care benefits, Program funds for operating
expenditures and capital expenditures are disbursed through separate mechanisms,
and providers are prohibited from comingling operating funds with capital funds.»

» Prohibited Uses of Reimbursements. To ensure that provider reimbursements
are used for the provision of benefits under the Program, the bill prohibits program
funds from being used for:

» Compensation for any institutional provider employee, contractor, or
subcontractor above existing compensation caps establishing for federal
contractors under the Bipartisan Budget Act of 2013.22

e Marketing.+

e Profit or net revenue.2¢

7 H.R. 1384 § 301(b)(2).

8 H.R. 1384 §§ 301(b), 401(b)(1).
9 H.R. 1384 § 411.

20 H.R. 1384 § 301.

2 H.R. 1384 8§ 611, 614(c).

22 H.R. 1384 § 611(b)(5).

23 H.R. 1384 § 614(b)(1).

23 H.R. 1384 § 614(b)(2).
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« Incentive payments, bonuses, or other compensation based on patient utilization
or other financial measures.?s
¢ Union-busting consultants.2®

e Federal campaign contributions.*

‘Who would own the hospitals and employ the providers?

Hospital ownership and provider employment would be unchanged. Thus, most of
the health care delivery system would remain in the private sector.,

How would a single-payer system pay providers and set payment rates?

» National Health Budget. The Secretary would establish a national health budget
that would be allocated regionally. Regional allocations would include payments for
the region’s providers, capital expenditures, special projects, health professional
education, administrative expenses, and prevention and public health activities.

» Institutional Providers & Global Budgeting. Institutional providers—including
hospitals, skilled nursing facilities, federally qualified health centers, home health
agencies, and independent dialysis facilities—would negotiate an annual lump sum
global operating budget with the regional director which would be paid on a
quarterly basis.2® The global operating budget would be based on:

« the historical volume of services in the previous 3-year period and provider
capacity,

= the actual expenditures as compared to other providers within the region and to
established normative payment rates,

+ projected changes in volume and type of items and services to be furnished,
+ employee wages,

« education and prevention programs, and

« other relevant factors and adjustments.

Each regional director would review institutional providers’ performance on a
quarterly basis and determine whether adjustments to the budget are needed,
including additional funding needed for unanticipated care for individuals with
complex medical needs or for changes in the market.

» Individual Providers & Group Practices.2®
¢ Fee Schedule. Individual providers, including those in medical group practices,

would be paid fee-for-service based on a national fee schedule established by the
Secretary. The fee schedule would take into account the prevailing rates under

25 H.R. 1384 § 614(b)(3).
26 H.R. 1384 § 614(b)(4).
27 H.R. 1384 § 614(b)(5).
28 H.R. 1384 8§ 611-615.
29 H.R. 1384 §§ 611-615.
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Medicare, provider expertise, and the value of the items and services furnished.
The bill establishes both a standardized documentation and review process of the
relative values of physician services to determine appropriate fee payments and a
physician consultation review board to review quality, cost effectiveness, and fair
reimbursement of services and items delivered by physicians.

« Option for Salaried Payments. However, as determined by the Secretary,
certain group practices and other health care providers with agreements to
provide health care services at a specific institutional provider may choose to be
paid a salary through such institutional provider’s global budget instead of on a
fee-for-service basis.

e Capital Expenditures. Providers seeking funding for capital expenditures—
defined as expenses for the purchase, lease, construction, or renovation of capital
facilities and for major equipment—are required to apply to the applicable
regional director for funding and are subject to approval of the Secretary. The
Secretary shall prioritize capital projects that improve service in a medically
underserved area or that address health disparities among racial, income, or
ethnic groups, or based on geographic regions. Regional directors seeking
funding for special projects—which can be used for be used for the construction
of new facilities, major equipment purchases, and staffing in rural or medically
underserved areas—must present a budget to the Secretary for review. The bill
prohibits comingling of funding for operating expenses with funding for capital
projects.

How would the single-payer system purchase prescription drugs?

The Secretary would negotiate prices for preseription drugs. If a pharmaceutical
company refuses to negotiate a reasonable price for a prescription drug, the bill
authorizes the Program to issue competitive licenses for generic production of the
drug.3°

How would a single-payer system contain health care costs?

Studies have shown that Medicare for All would not only contain costs, but would
save the country up to $5.1 trillion over 10 years.?* Conservative estimates conducted
by the Mercatus Center concluded that the U.S. would save more than $2 trillion over
a ten-year period under Medicare for All.32 Specifically, H.R. 1384 would contain
costs and produce savings primarily by reducing administrative costs, negotiating
prescription drug and medical device prices, and controlling provider payments.

30 H.R. 1384 § 616.

3t Pollin, Robert et al. “Economic Analysis of Medlcare for All.” Political Economy Research Instltute
(PERI), (Nov. 2018), available at https; ; . ss.ed blicati
medicare-for-all .

32 Blahous, Charles. “The Costs of a National Single-Payer Healthcare System.” Mercatus Working
Paper. Mercatus Center, George Mason University: Arlington, VA (Jul. 2018), available at
https://www.mercatus.org/system/files/blabious-costs-medicare-mercatus-working-paper-vi_1.pdf.
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» Administrative Costs. Under our current fragmented, multi-payer system, we
spend about 31 percent of total health expenditures on administrative costs. This
amounted to an estimated $1.1 trillion in 2017.33 Implementing a single payer system
with a single, comprehensive benefits plan would create uniformity in claims and
billing processing. Insurer costs such as care denial and containment, marketing,
profit, and executive compensation would be eliminated. Health care providers
would no longer need large billing departments to manage the manifold insurance
cost-sharing schemes, collect unpaid bills from the uninsured and the underinsured,
or obtain preauthorization for tests and treatments.

» Prescription Drug and Medical Device Prices. The Secretary would wield
tremendous bargaining power by negotiating on behalf of the entire U.S. population.
This would enable the Secretary to drive down costs for prescription drugs and medical
devices. As noted above, if the Secretary were unable to negotiate a reasonable price
for a prescription drug, competitive licenses for generic production of the drug would
be issued.s+

» Provider Payments. As the single payer, the Medicare for All Program would have
the power to regulate provider payments. Payment inequities would also be
addressed; some providers would see their reimbursements rates reducedss while
others would see their rates increased.

s [Institutional providers—Massive consolidation among private hospitals and
other institutional providers, as well as the acquisition of physician practices,
have enabled some hospital and health systems to charge exorbitant prices, while
hospitals in rural and underserved areas close and funding for public hospitals
dwindles. Whereas the former would see their bargaining power—based on
market share—diminished and with it their ability to extract exorbitant
reimbursement rates, the latter would see reimbursement rates increase and
funding stabilize.

¢ Health care professionals—Rates also may change based on the type of
medicine a physician or other health care professional practices. The bill
addresses a pay inequity that undervalues the cognitive-based services that
primary care physicians provide and overvalues procedure-based services that
specialists tend to provides® by establishing both a review process of the relative
values of physician services3” and a physician consultation review board to review

33 Woolhandler, Steffie and Himmelstein, David. “Single-Payer Reform: The Only Way to Fulfill the
President’s Pledge of More Coverage, Better Benefits, and Lower Costs.” Ann. Intern. Med. (2017) 166(8):
587-588. According to the Centers for Medicare and Medicaid Services, national health expenditures was
$3,492.1 billion in 2017. Centers for Medicare and Medicaid Services. “National Health Expenditure
Accounts (2017).” U.S. Department of Health and Human Services {accessed on April 26, 2019), available at
https://www.cms.gov/research-statistics-data-and-systems/statistics-trends-and-reports/nationathealth
expenddata/nationathealthaccountshistorical.htmi.

34 H.R. 1384 § 616.

35 As discussed above, reductions in reimbursement rates would be offset by significant administrative
savings.

36 Goodson, J. D. “Patient Protection and Affordable Care Act: Promise and Peril for Primary Care.” Ann
Intern Med. (2010), 152(11):742-744.

37 H.R. 1384 § 613.
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quality, cost effectiveness, and fair reimbursement of services and items delivered
by physicians.3®

How would a single-payer system be financed?

Current U.S. expenditures provide sufficient funding for the Program, but they must
be captured in a new way. Amounts equal to federal expenditures for programs that
the bill sunsets—including Medicare, Medicaid, the State Children’s Health
Insurance Program, and the ACA exchanges—would be deposited annually into a
newly established Universal Medicare Trust Fund. These deposits would be adjusted
annually for cost savings resulting from implementation of the Program and for
changes in the consumer price index. The bill does not specify how the balance of the
national expenditures would be financed, but there are many options. These could
include a corporate gross receipts tax, progressive personal income tax, financial
transaction tax, and repealing the corporate tax cuts passed in 2017.39

38 H.R. 1384 § 612(d).
39 H.R. 1384 § 701.
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ATTACHMENT 4: Medicare for All Act of 2019:
Global Budgets & Other Provider
Reimbursements

Medicare for All: Putting Patient Care Over Pocketbooks

The program outlined in the Medicare for All Act of 2019, H.R. 1384, takes several steps
to ensure that providers can focus on patient care rather than on their pocketbooks.

» Less Time on Billing, More Time for Patients. Medicare for All would simplify
the administrative process for doctors and other providers by having one payer.
Precious time that doctors and other health care providers spend on billing and
coding would be freed up, allowing providers to do what they do best—care for
patients.

» Negotiating Lower Prices. Under the Medicare for All program, health care
corporations would no longer be able to overcharge for their services. By leveraging
its buying power as the single payer of health care, Medicare for All would be able to
negotiate better, fairer health care prices for everyone. Reimbursement rates for
hospitals and doctors will be based on negotiations with the regional directors.
Negotiations over health care prices would include prescription drug price
negotiations. The Act would also allow the HHS secretary to issue “compulsory
licenses” to allow generic production if reasonable prices are not reached with
pharmaceutical corporations.

» Health Care Dollars No Longer Line Pockets. The Medicare for All program
would bar Medicare for All providers from siphoning off health care dollars to line
their pockets. The Act does so through limits on executive pay and prohibitions on
bonuses and other financial incentives for upcoding. Importantly, provider
reimbursement must be used for the costs of providing care and could not be used
for profit. The Act also prohibits Medicare for All providers from entering into
financial relationships that could interfere with decisions on patient care. Health
corporation board members would no longer be able to receive bonuses from
pharmaceutical or medical device manufacturers for entering into exclusive
contracts.

Global Budgeting for Hospitals & Other Institutional Providers

Under the Act, each hospital and each institutional provider—including skilled nursing
facilities, federally qualified health centers, home health agencies, and independent
dialysis facilities—will be paid through an institution-specific “global budget”.

» Negotiated Annually. The global budgets would be negotiated annually between
institutional providers and regional directors. Institutional providers would receive a
fixed annual allowance, paid and reviewed quarterly, to fund operating expenses
related to furnishing health care to Medicare for All members. Major factors
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included in negotiations are historical volume and costs of care, projected changes in
volume and type of care, and wages for all employees, including physicians that work
directly for the hospitals. Capital expenditures for costs such as renovating facilities
or building new ones will require separate approval from the regional director.

» Aligning Hospital Reimbursements With Actual Costs. Global budgeting
simplifies the reimbursement system so that payments more closely reflect the actual
costs of providing health care to the population served by each hospital and
institutional provider.! The global budgeting process would allow the Medicare for
All program to ensure that providers get the appropriate funding for the health care
services that their patient population needs—providers would be accountable for
their spending and would no longer be able to overcharge.

» Simplification of Hospital Reimbursements. By eliminating the billing
process, global budgets bring hospitals and other providers administrative simplicity
and associated savings. Information necessary to predict annual global budgets—
including financial cost data, case mix, and volume of services—is readily available
and already captured by hospitals and other institutions.2 Additionally, this
information is already reported to the Centers for Medicare and Medicaid Services in
Medicare cost reports.

» Transparent and Accountable Spending. Global budgets allow for the public to
know where our health care dollars are going and it helps us ensure that rural
hospitals and hospitals in underserved areas are getting the funding that they need.
Providers must report all relevant data associated with operational costs and justify
their spending during annual negotiations. With periodic audits and review,
providers would be held accountable for their projected spending and the program
could monitor whether the provider is meeting program goals and standards. Budget
shortfalls, unexpected or emergent public health conditions, or other marginal cost
differences between planned and actual health care spending can be addressed
through budget adjustments year-over-year or through quarterly reviews.

7 Funding Certainty for Hospitals Serving Vulnerable Communities. Global
budgets can be a blessing to hospitals that serve rural and underserved communities
that currently have inconsistent or undependable funding streams. Global budgets
would ensure that our safety net hospitals that provide care to low-income, rural,
and minority communities are sufficiently funded and resourced. The American
Hospital Association agrees that global budgets are good for stabilizing funding of
vulnerable rural and urban hospitals.3

» International Use of Hospital Global Budgeting. Many countries with
publicly-funded health care—Canada, Scotland, Wales, New Zealand, Australia,

i Dredge, Robert. Hospital Global Budgeting. World Bank Health Nutrition and Population Discussion Paper.
World Bank (2004), pp. 37-38.

2]d. at pp.18, 37-38.

3 American Hospital Association. “Ensuring Access in Vulnerable Communities — Taskforce Report and
Resources.” (2016), available at https://www.aha.org/system/files/content/16/ensuring-access-taskforce-report.pdf.
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Denmark, Sweden, Switzerland, Norway, Iceland, Ireland, and Singapore—use global
budgets as key components of their hospital payment methodologies.

Successes in Global Budgeting in the U.S. Notably, Maryland has been
successfully paying all hospitals in the state through global budgets since 2014, and
the city of Rochester, NY successfully implemented hospital global budgets in the
1980s for almost a decade under a Medicare waiver. In Rochester, global budgets led
to lower overall health care costs for families and a 17% reduction in the hospital
component of total health care spending. Administrative costs were 7% compared to
14-24% nationally. In Maryland, global budgeting resulted in $429 million in
hospital savings for Medicare within 3 years of implementation outperforming
Medicare’s initial goal of $330 million in savings over 5 years.s Following Maryland’s
successes, Pennsylvania recently adopted global budgets for its rural hospitals.

Payment Options for Doctors & Medical Group Practices
There are two payment options for doctors and doctor groups under the Medicare for All

Act of 2019—reimbursements based on the Medicare fee schedule or salaries based on
negotiated global budgets. The Secretary of the U.S. Department of Health and Human
Services would establish a national fee schedule in consultation with doctors and
regional directors. Instead of payments based on the national fee schedule, individual
providers and group practices could opt to receive salaries through an institutional
providers’ global budget.

4 See Mossialos, Elias et al. “International Profiles of Health Care Sy " The C ith Fund (May
2017); Wolfe, Patrice and Moran, Donald. “Global Budgeting in OECD Countries.” Health Care Fin. Rev. {1993} Vol
14:3.

5 Sabatini, Nelson et al. “Maryland’s All- Payer Model-—Ach:evements, Challenges And Next Steps Health

: alth hbl
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ATTACHMENT 5: Medicare for All Act of 2019:
Cost & Savings Analyses

The tables below summarize the findings from two major cost and savings
analyses of national implementation of Medicare for All. The first study was
conducted by Robert Pollin and his colleagues with the Political Economy
Research Institute (PERI) of the University of Massachusetts Amherst.: The
second study was conducted Charles Blahous with the Mercatus Center of George
Mason University.2 Blahous testified at the House Rules Committee hearing on
the Medicare for All Act of 2019, H.R. 1384, on April 30, 2019. These two studies
contain the most rigorous methodologies for analyzing potential savings in
addition to increases in cost that would result from implementation of Medicare
for All.

Both the Pollin study and Blahous study support the conclusion that the
savings produced by Medicare for All would exceed increases in cost. Blahous’
analysis finds that Medicare for All would result in $2.1 trillion in savings over 10
years in National Health Expenditures (Table 1).3 Pollin’s analysis found that
Medicare for All would result in $5.1 trillion in savings over ten years (Table 1).4
Breaking those results down, Pollin’s findings show that although there could be,
on the high-end, a $390 Billion increase in costs as a result of increases in health
care demand, Medicare for All would also capture $697 Billion (18.78%) in
savings in administration, pharmaceutical payments, provider rates, and reduced
waste, fraud, and abuse (Table 2).5 Blahous’ study similarly demonstrates that
although Medicare for All would increase health care demand by $435 Billion, the
program would also produce $528 Billion (10.56%) in savings on administration,
pharmaceutical payments, and provider rates (Table 2).6

Some minor adjustments have been made to Pollin’s percentages below in
order to reflect percentages of National Health Expenditures rather than National
Health Consumption, which Pollin uses in his study. Blahous’ percentages of
increases and savings are percentages of National Health Expenditures.

1 Pollin, Robert, et al. “Economic Analysis of Medicare for All.” Polmcal Economy Research Institute
(PERI), University of Massachusetts Ambherst (2018), available at https;
item/1127-economic-analysis-of-medicare-for-all.

2 Blahous, Charles. “The Costs of a National Single-Payer Healthcare System.” Mercatus Center, George
Mason University (2018), available at hitps://www.mercatus.org/svstem/files/blahous-costs-medicare-
mercatus-working-paper-vi_1.pdf.

3 Id. at 7 (Summing projected National Health Expenditures for 2022-2031 from Table 2).

4 Pollin (2018) at p. 3.

5 See Id. at pp. 40-44 (adjusting percentages to reflect percentage savings of national health
expenditures).

6 See Blahous (2018) at p. 4 (Table 1).
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Table 1. Projected Savings in National Health Expenditures, Pollin &
Blahous
Pollin Study | Blahous Study
;?;ﬁg;iszmtg:x:‘& (10 Years) in National $5.1 Trillion $2.1 Trillion
Years 2017-2026 2022-2031
mﬁﬁm:A (First Year) in National $310 Billion $93 Billion
Year 2017 2022
Table 2. Projected Increases, Projected Savings (Breakdown) in National
Health Expenditures, Pollin & Blahous
Pollin Study | Blahous Study
Increases in National Health Expenditures due to
Medicare for All
Projected Increase in Utilization/Demand $390 Billion $435 Billion
Percentage Increase in Utilization/Demand 11.73%* 9.50%
Savings in National Health Expenditures due to
Medicare for All
Administrative Savings $327 Billion $83 Billion
Percentage 8.80%* 1.66%
Drug Savings $214 Billion $61 Billion
Percentage 5.77%* 1.22%
Medicare Rates $102 Billion $384 Billion
Percentage 2.74%* 7.68%
Savings From Reduced Waste & Fraud $54 Billion N/A
Percentage 1.47%* N/A
TOTAL SAVINGS $697 Billion** $528 Billion
Percentage 18.78%* 10.56%

* The Pollin Study used Health Consumption Expenditures and the Blahous Study used National Health
Expenditures. To ensure compatibility in comparing the data, percentages from the Pollin Study were
adjusted to reflect National Health Expenditures. See Pollin, pg. 22, for explanation on use of Health

Consumption Expenditures.

** Projected National Health Expenditure savings in Table 1 are slightly different than total savings minus

increases in Table 2 because of rounding in the Pollin Study.
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ATTACHMENT 6: Medicare for All Act of 2019:
Canada, Taiwan & U.S.
Comparison

Two international examples of single-payer programs—Canada’s Medicare program and
Taiwan’s National Health Insurance program—are detailed below in comparison to U.S. health
spending and costs (Table 1) and in comparison to the system design of the Medicare for All Act
of 2019, H.R. 1384.

The single-payer health systems of Canada and Taiwan are most similar in design to the single-
payer program proposed under the Medicare for All Act of 2019. Similar to the United States,
Canada and Taiwan both have a mix of publicly and privately delivered health care.

Table 1. Health Care Spending & Insurance Administrative Cost Comparison:
Canada, Taiwan & U.S. (2017)
Canada Taiwan U.S.
Total Spending on
Health, % of total 10.4%* 6.1%** 17.2%*
national GDP
Mean Spending on
health per capita, $4,721% $3,047%* $10,209%
PPPUSD
8.3% of total national health
spending*
13% of private insurer
Insurance 2.7% of total spending**
L . A 0.77% of NHI
ia,dmmlstrahve costs,™* | national health bu{;"get** 7% of traditional Medicare and
Y percentage spending Medicare Advantage spending
combined*™
1.1% of traditional Medicare
spending alone**

these figures.

do/10.1 gzz(hblog 20190206, 305164[tull[
*** Health care providers also incur substantial billing and insurance administrative costs that are not included in

* Organization for Economic Cooperatlon and Development “OECD Health Statistics 2018.” OECD Stat (Updated
Nov. 2018), avallable at http: ‘sten

i health data. htm




National Nurses United, Testimony

House Budget Committee

71

Hearing on “Key Design Components and Considerations for Establishing a Single-Payer Health Care System”

May 22, 2019

Page 25 of 32
Table 2. Program Design Comparison: Canada, Taiwan & H.R. 1384*
Design Feature Canada Taiwan H.R. 1384
Program Name Medicare g?g%n al Health Insurance Medicare for All (MFA)
National government;
Lo N regional subdivisions
Led‘;li:if N Provineial or territorial National government responsible for allocation
A stration government of funds and negotiations
with providers
Eligibility
Universal coverage | Yes Yes Yes
Yes. Atthough veterans and
American Indians/Alaskan
s te publi Natives may receive
epax;a € pg e services through the
programs t;;;ce tl? " Yes No Veterans Health
Broups o neuli‘litaan Administration or Indian
Ty Health Services,
respectively, they may also
enroll in MFA.
Mandated Benefits Package
X .Hos,p ital ?md Yes Yes Yes
physicians’ services
. O.utpatlent No Yes Yes
prescription drugs
Has a “Long-Term Care
2.0” plan to fully cover
comprehensive home- and
community-based care Yes, with a prioritization of
LTSS | No under NHI by 2026. home- and community-
Home-based care based services.
programs are currently
being rolled out to expand
coverage.
Dental, vision, and Yes. Also, includes Chinese
mental health | No medicine, and home Yes
services nursing care.
Private Health Insurance
Yes, plays a non-
substantive role; used Permitted for services not
primarily as a cash benefit | overlapping with Medicare
to use for private rooms, for All, which would be
Supplemental | Yes co-pays, etc., and not used | extremely limited given the
for coverage of services comprehensive benefits of
with the exception of long- | the program.
term care.
Substitutive | No No No

t Information complied from: Congressional Budget Office. “Key Design Components and Considerations for
Establishing a Single-Payer Health Care System.” CBO Publications (May 1, 2019), available at
https://www.cbo.gov/system/files/2019-05/55150-singlepayer.pdf; and Mossialos, Elias et al. “International Profiles
of Health Care Systems.” The Commonwealth Fund (May 2017).




National Nurses United, Testimony

House Budget Committee

72

Hearing on “Key Design Components and Considerations for Establishing a Single-Payer Health Care System”

May 22, 2019
Page 26 of 32
Design Feature Canada Taiwan HL.R. 1384
Other types pf private No No No
insurance
Participating Provider Rules
Balance billing No No No
allowed
Payments from
private-pay patients | No No No
for covered services
Hospitals
Primary ownership | Mixed Private Private
Primary payment FFS with overall hospital
method Global budget sector global budget Global budget
Primary Care Physici
Primary employment | Private Private Private
FFS with option to elect
Primary payment FFS FFS with overall primary salaried reimbursement
method care global budget through hospital global
budgeting.
Outpatient Specialist Physici
Primary employment | Private Private Private
FFS with option to elect
Primary payment salaried reimbursement
method FFS Salary through hospital global
budgeting.
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ATTACHMENT 7: Medicare for All Act of 2019:
Frequently Asked Questions

‘What is Medicare for All?

» The Medicare for All Act of 2019 would establish a single-payer health care system,
which would expand the existing Medicare program to cover everyone in the United
States and improve it so that everyone would be guaranteed comprehensive benefits
without regard to their ability to pay.

> Asingle government agency would replace private insurance plans and provide
public financing of health care. Because of the generous benefits package available
under Medicare for All—including dental, vision, long-term services and supports,
comprehensive reproductive services, and mental health services—with no cost-
sharing, there would be no need for catastrophic or supplemental coverage to meet
most health needs.

Would there be out-of-pocket costs, premiums, deductibles, or other cost-
sharing under Medicare for all?

# Under Medicare for All there would no premiums, co-pays, deductibles, or other out-
of-pocket payments. There would be uniform benefits and one standard of
comprehensive care—guaranteed healthcare for evervone no matter what the size of
your wallet.

» Employers would no longer be burdened with annually negotiating health plans or
paying private insurer premiums.

# Seniors would immediately benefit from coverage that would be more
comprehensive than Medicare, and would no longer need to purchase supplemental
insurance to cover aspects of their care.

‘Would choice of doctors be limited?

» Medicare for All expands choice because you can see any doctor, go to any clinic, and
be admitted at any hospital. Medicare for All is completely portable and not tied to
any job, any doctors group, or any network.

» Medicare for All reforms only how health care dollars are collected and paid to
providers; it does not dictate which providers individuals can visit.

‘Would the government be making decisions on care?

> Under the Medicare for All Act of 2019, the program would put health care decisions
into the hands of you and your doctor instead of insurance companies and corporate
boardrooms. Currently, unaccountable insurance companies call the shots on our
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health care and tell us which procedures are approved or what is necessary or
unnecessary care.

The Act also ensures that the professional judgment of doctors, nurses, and other
health care professionals in consultation with their patients is the basis for health
care decisions.

How is Medicare for All better than private insurance?

»

With Medicare for All, Americans would no longer have to deal with persistent
changes to their health insurance when their employers annually renegotiate plans,
and we would no longer be at the mercy of commercial insurers that suddenly
change which doctors or hospitals are inside or outside their network. Even if you are
unemployed, or lose or change your job—your health coverage under Medicare for
All stays with you.

Even the best private insurance plans in this country do not cover the comprehensive
list of services without any out-of-pocket costs or premiums paid by you or your
employer. Under Medicare for All, everyone would have comprehensive benefits and
full choice of provider without having to pay perpetually increasing premiums,
copays, or deductibles.

Under Medicare for All, everyone would have the same high standard of quality
health care guaranteed, from birth to death. On the other hand, private insurers, as
for-profit corporations, have an incentive to deny necessary care in order to
maximize profits. When enrollees receive health care services, health insurers
consider these losses. Insurers also view vulnerable populations, rural areas,
women, and minority groups as risks to the corporate ledger.

Shouldn’t we try a Medicare buy-in or public option first?

>

Medicare buy-ins and public option plans perpetuate current inequities in our
system of health care. These stop-gap measures placed on existing commercial
insurance systems, shore up the profit-driven insurance system. Under a public
option or Medicare buy-in, private plans would maximize revenue by cherry-picking
coverage of only the healthiest people and leave the public plans to care for all the
sickest and most expensive cases.

Unlike Medicare for All, public options and buy-ins retain administrative complexity
and will not produce the financial savings that we can eapture with Medicare for All.
These programs also cannot wield the massive negotiating power of single payer
system to reduce health care prices and contain skyrocketing costs.

Even worse, the public option and Medicare buy-in still place limits on coverage and
eligibility, restrict the choice of providers, and impose costly premiums and out-of-
pocket costs in the form of deductibles and copayments. “Access” to a health plan is
not a guarantee of health care.
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Would Medicare for All save taxpayer money?

> Taxpayers already finance nearly two-thirds of health care spending in the United
States.! Medicare for All would produce savings because insurance industry profit,
executive compensation, advertising, and marketing would no longer be necessary.
We currently spend about 31 percent of total health expenditures on billing and
insurance-related costs and other administrative costs.2 And we spend at least $30
billion per year on health care marketing.3

» Medicare for All would eliminate administrative waste created by private insurance
and the attendant administrative complexity that comes with a multi-payer system.

» The Act would also control health care spending by eliminating marketing costs and
prohibiting health industry profiteering, and excessive executive pay from public
health dollars.

» The Medicare for All program through its bulk purchasing power, would negotiate
not only lower drug and medical equipment prices, but also lower prices for other
health care costs through global budget negotiations with hospitals and other
institutional providers.

» Studies have shown that Medicare for All would save the country up to $5.1 trillion
over 10 years.+ Conservative estimates conducted by the Mercatus Center concluded
that the U.S. would save $2 trillion over a ten-year period under Medicare for All.5
The savings produced from reduced health care prices under Medicare for All would
be allocated to expand benefits and to eliminate deductibles, copays, and out-of-
pocket costs for everyone.

How much will doctors get paid?

» Reimbursement rates may go up for some doctors and down for others Medicare
rates have tended to fall in between Medicaid and private insurer rates. Changes, if
any, in how much a provider makes will depend on each specific provider’s payer mix
(or the mixture of payment sources the doctor gets now).

* Himmelstein, David and Woelhandler, Steffie. “The Current and Projected Taxpayer Shares of U.S. Health
Costs.” Amer. J. of Pub. Health (Mar. 2016), Vol 106:3, pp. 449-452.

2 Total administrative costs are estimated to be over $1,097 billion in 2017. Steffie Woolhandler and David U.
Himmelstein, “Single-Payer Reform: The Only Way to Fulfill the President’s Pledge of More Coverage, Better
Benefits, and Lower Costs.” Ann Intern Med. (2017) 166(8):587-588. According to the Centers for Medicare and
Medicaid Services national health expendnures was $3,492.1 billion in 2017. Centers for Medicare and Medicaid
Services. “Historical National Expendn‘.ures Nanona] Health Expendlture Accounts (2017), accessed on April 26,
2019, available at https: ; $.20V 'S S ics-trends-and-
re]gorts(mmonthealthexpgnddg&aﬂngtlondll\edlthaccotmtshlstorwal html

3 Schwartz, Lisa and Woloshin, Steven. “Medical Marketing in the United States, 1997-2016.” JAMA (2019) Vol
321:1, available at https://jamanetwork.com/journals/jama/fullarticle/2720020

4 Pollin, Robert et al. “Economic Analysis of Medicare for All.” Political Economy Research Institute (PERI),
(Nov. 2018), available at https://www.peri.umass.edu/publication/item/1127-economic-analysis-of-medicare-for-all.

5 Blahous, Charles. Mercatus Working Paper. “The Costs of a National Single-Payer Healthcare System.”

Mercatus Center at George Mason University, Arlington, VA (Jul 2018), available https://www.mercatus.org/
files/blahous-costs-medicare-mercatus-working-pa
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> Rates may change based on the type of medicine a doctor practices because the
Medicare for All program would ensure that primary care doctors in rural and
underserved areas are sufficiently paid. Primary care physicians may see rates
increase while specialists may see them reduced. Providers in rural and underserved
areas would see reimbursements and funding stabilize.

# By reducing time on billing and paperwork, changes to rates could be offset because
doctors have more time to spend on caring for patients and for other reimbursable
services.

Does the legislation provide comprehensive reproductive services to
women?

» Medicare for All would dramatically improve access to important reproductive
services, including contraception coverage, comprehensive maternity and newborn
care, reproductive health screening, abortion care, and family planning services.

» Medicare for All ensures that women have access to comprehensive benefits that
include early and periodic screening, diagnostic, and treatment services. These
services are important to prevent reproductive diseases and other ilinesses that
women are more at risk of developing, including lung and breast cancer.®

» The Act would ensure that any restrictions on the use of federal funds for
reproductive health services, including the Hyde Amendment, would not apply to
Medicare for All funds. The Act also includes a non-discrimination clause, which
bars discrimination on the basis of pregnancy, including termination of pregnancy.

» Despite an international decline in maternal mortality rates, the United States has
seen an increase. More women die of pregnancy-related complications in the U.S.
than any other developed country.” The Act includes comprehensive maternity and
newborn care, which is critical to lowering mortality rates and improving health
outcomes for women and babies.

‘What impact would Medicare for All have on workers and is there a plan for
a just transition?

» The Act would direct at least 1% of the Medicare for All budget for the first 5 years
towards assistance programs for any workers displaced from the implementation of
the program, including workers in health insurance and billing-related jobs.

> Just transition funding would include wage replacement, retirement benefits, job
training, and education benefits.

6 Jemal, Ahmedin et al. “Higher Lung Cancer Incidence in Young Women Than Young Men in the United States.”
New Eng. J. of Med. (2018).

7 Martin, Nina and Montagne, Renee. “The Last Person You'd Expect to Die in Childbirth.” ProPublica &
National Public Radio (May 12, 2017).
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How are community health care needs addressed under Medicare for All
and how are preventive services covered?

» Medicare for All provides health planning by region through special projects and
capital expenditure funds. Regional planning ensures that hospitals and clinics are
built in communities where they are needed and ensures that providers who serve
vulnerable communities, which insurers currently view as a risk to corporate bottom
lines, are appropriately paid under Medicare for All. By increasing care capacity in
local communities, many racial, economic, and geographic disparities in health and
health care would be mitigated and life expectancy improved.

» By removing financial roadblocks to care, Medicare for All encourages preventive
care. This not only reduces the occurrence of pain and illness but it also decrease the
societal cost of untreated disease and overuse of emergency rooms.
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ATTACHMENT 8: National Nurses United
Report on Medicare for All

Full report included below.
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MEDICARE FOR ALL VS. ALL THE HEALTHCARE
THAT EACH CAN AFFORD

We stand at the crossroads between guaranteeing healthcare to everyone through an improved and expanded
Medicare program and leaving increasingly more people at the mercy of the market with legislation such as the
American Health Care Act. Now is the time to take on our market-driven system and fight for an improved and
expanded Medicare for all*

In contrast to our current system, a Medicare-for-all health plan would provide comprehensive healthcare
benefits for all medically appropriate care without regard to income, employment, or health status. Instead of
many insurers, each with a variety of health plans and cost-sharing schemes, funding for healthcare would be
administered from a single government fund based on a uniform set of benefits.2 Payments would be negotiated
by representatives of the Medicare-for-all plan and representatives of hospitals, physicians, and other providers.
Finally, prescription drugs, medical devices, and other related supplies would be negotiated in bulk for the entire
U.S. population at reduced prices. There would be a single standard of excellence in care for all ~ not bronze for
some and platinum for others. People would be free to seek care from any participating healthcare provider. We
would receive the care our doctors and nurses determine we need — not what a profit-seeking insurer deems it
will cover or deny. Finally, care would be provided without deductibles or copayrments thereby easing economic
inequality and health disparities.

This paper begins by examining our market-driven healthcare system and the failings of our private insurance
system. It includes discussions on why adding a government-run public insurance option to the ACA private
insurance marketplaces could not remedy the problems the marketplaces face and on the limitations in care
under a market-driven system. Finally, it will examine the major features of a Medicare-for-all system and how
our country could provide healthcare as a right, not a privilege.

Corporate Healthcare and the Games that Insurers Play

For decades, corporate heaithcare has played a major that guaranteed increased healthcare industry profits.
role in defeating attempts to guarantee healthcare for
all. The influence of this sector decisively shaped
the Affordable Care Act (ACA). In the years leading
up to and following the passage of the ACA, 2006
through 2012, the health sector spent $3.4 billion on
lobbying — more than any other sector for four out of
seven years and second for the other three’ It also
contributed a whopping $709 million in campaign
contributions over that same time period.* Of this
$709 million, $332 million went to Republicans, $304
million went to Democrats ($23 million to candidate
Obama in 2008), and the balance went to outside
spending groups. The “investment” in lobbying and
campaign contributions paid off. By spending these
vast sums, corporate healthcare was able to block
measures that would bave improved our healthcare
system, but interfered with the health industry’s
ability to reap enormous profits, and win provisions

Still, in many ways, the ACA was a step forward.
Those with pre-existing conditions can no longer be
denied coverage and insurers cannot base premiums
on heaith status, The number of uninsured has
dropped considerably, with 204 million gaining
coverage from 2010 to 2016.° Unfortunately, the
ACA didn’t go far enough. With plans available in the
ACA insurance marketplaces requiring cost sharing
ranging from 10% to 40%, on top of premiums, cost
continues to make it prohibitive for many to access
heaithcare. Catastrophic plans are even worse. Even
though the federal government has been proppiag up
the insurance marketplaces through premium support
and cost-sharing subsidies, paid by taxpayers to
private insurers, these insurance marketplaces have
struggled from the beginning. These struggles have
been exacerbated under the current administration.
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Some contend that adding a public option to the ACA
insurance marketplaces could serve as a corrective
to the abuses of the profit-based insurance industry
and, perhaps, even be a first step on the road to
Medicare for all. The public option plans, as designed
by a pair of current congressional bills,® would be
administered by the federal government, funded by
premiums, and have their own provider networks.
The public option plans would be offered alongside
the private insurance plans in the marketplaces
and be subject to the same terms and conditions,
including the premium tax credits and cost-sharing
reductions as the other metal plans — bronze, silver,
gold, and platinum. The idea is that a public option
would be able to drive down insurance prices by
competing against private health plans as a low-cost
option that would not need to spend huge amounts
on executive compensation packages, turn a profit,
or pay dividends to shareholders.” However, the
market for health insurance differs dramatically from
markets for most goods and services in such a way
that increased competition does not necessarily drive
down prices. Though the differences are many,
consider just two. First, those buying insurance are
unable predict in advance what type of healthcare
they may need; even those currently being treated
for a health condition may have unanticipated health
needs arise. The second and crucial point is that
the private insurance business model, which seeks
to limit claims paid on policies, conflicts with the
very reason most people have for purchasing health
insurance, the need for healthcare. Insurers’ biggest
costs are what they term medical loss, or the costs
of paying for policyholders’ covered healthcare
services. Thus, insurers strive to limit how much they
pay out in claims for care provided to their enrollees.
Health insurers do not focus on maximizing policy
sales, but on maximizing sales to individuals who
they deem will pay more in premiums than they cost
in care. Competition among health insurers amounts
to competing to sell policies to healthier individuals
(also known as “cherry picking™).

This practice continues under the ACA even with
thousands of pages in statutes and related regulations.
Studies have doc tory insurance
policies on the marketplaces that place key HIV/
AIDS, cancer, and muitiple sclerosis drugs in the
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highest cost-sharing tier in a drug formulary ®
Selective provider network design offers another
means of excluding costly patients. For example, the
network may include a limited number of oncologists
and other specialists or exclude academic medical
centers and cancer treatment centers’ Although
increased competition generally may lower premiums
in some of the ACA insurance marketplaces,lo the
question remains whether a public option would have
a sufficient competitive edge over private plans to
keep premium rates affordable, particularly when
the private insurers game the system."’ As the public
option would not want to replicate the unscrupulous
practices of private insurers, it is likely to end up
with a great number of costly enrollees that private
insurers want to offload, making it nearly impossible
for the public option to maintain competitively priced
premiums, discrediting the role of the government,
and undermining support for public programs such as
Medicare and Medicaid.

Moreover,in many areas where the ACA marketplaces
are down to a lone insurer, competition is not the
problem.'? Rather, many are losing money as the
enrollees are much sicker and costlier.” Insurers that
remain in these areas have raised their premiums by
double digits and, in one case, triple digits."* In the
four states which dropped down to one insurer in
2017, the increases ranged from 29% to 69%, while
cities and counties with a single insurer saw increases
ranging from 26% in Anchorage, Alaska to 145% in
Phoenix, AZ —~ which dropped from eight insurers in
2016 to just one in 2017." Recent filings for 2018
indicate further dramatic rate increases.'® The only
solution to bringing down premiums is to broaden
the risk pool by inducing those who are younger,
healthier, and less costly to enroll. Given the cost and
quality of many of the insurance plans in the ACA
marketplaces, this would be very challenging even
without the sabotage of the current administration.
It may prove to be impossible to cover costs while
maintaining premiums at a level that enrollees can
manage. Without federal premium support, the
premiums required to cover the cost of care in these
markets would surely outstrip many enrollees’ ability
to pay and, thus, end in a death spiral. The larger issue
here is that even if a public option were the answer to
saving the insurance marketplaces, we would still be
left with the tiered plan model and 10% to 40% cost
sharing or worse, a catastrophic plan.
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Finally, not only do private insurers avoid covering
the most costly patients, they also attempt to limit care
to those they do cover. In a more insidious approach
than outright denial, insurers impose clinical practice
guidelines and protocols that interfere with physician
autonomy by limiting the types of tests and treatments
that the insurer will reimburse. Physicians may not be
able to order a test because a patient does not meet
the criteria in the “guideline” the insurer designates,
whether or not the criteria are relevant to a particular
patient’s circumstances.'” In cases where an insurer,
hospitals, and physicians work together as a health
plan, such as a health maintenance organization
(HMO) or an accountable care organization (ACO),
care is often limited through the electronic health
record (EHR). EHRs go beyond an electronic version
of a paper chart that merely records information.'®
Protocols and guidelines, as well as programs to order
tests and treatments, can be embedded in the EHR
as clinical decision support. Although these software
programs may be called clinical decision “support,”
and the embedded clinical practice requirements may
be called “guidelines,” they often function as hard-
and-fast rules that override physicians’ professional
judgment as well as limit the full professional practice
of nurses and other practitioners that care for patients.
As protocols and clinical practice guidelines are based
on studies and data regarding a certain percentage of
a patient population as a whole, they may not apply
to a particular patient. Practitioners must be free to
provide care based on their professional judgment
about the tests and treatments appropriate for their
individual patients.

All the blame for high premium costs cannot be laid
at the feet of insurers, however. Consolidation in
hospital and physician practices has also contributed
to the increased cost.” The rate of increase in
hospital consolidation has accelerated in recent
years. Since 2009, the number of hospital mergers
and acquisitions has doubled and the number of
independent community hospitals has dwindled.® In
2015, the most recent year for which data is available,
only one in three hospitals remained independent‘z'
Price gouging in the hospital industry becomes
readily apparent by examining charge-to-cost ratios —
that is, the relationship between how much a hospital
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charges compared to its costs. The latest data show
that, on average, hospitals charge 379%, nearly four
times, more than an item or service costs. Hospitals
that belong to systems have, on average, charge-
to-cost ratios that are 53% higher than independent
hospitals.”? Hospitals are quick to say that this is what
they charge, but it is not necessarily what they receive
in payment. Yet, as insurers typically negotiate rates
based on a percentage of what hospitals charge, the
more they charge, the higher their profit margin.23
Unfortunately, the horrifying irony of our current
sys;sm is that the uninsured pay the highest rates of
all.

If there is any doubt that our market-driven healthcare
system is failing us, two measures, expenditures and
health status, make it clear. Although the United
States consistently spends more on healthcare than
any other country, it typically has poorer results. The
most recent data from the Organisation for Economic
Co-operation and Development (OECD),” a widely
utilized source for making international comparisons,
show that the United States spent 16.9% of GDP,
nearly twice the average rate of 9% for the 35 member
countries. ™ The differences are even greater in the
amount we spent per person. At $9,451, we spent
nearly two and half times the $3 814 average of OECD
countries.”” Yet, despite the amount we spend, the
patchwork U.S. “system” leaves 28 million uninsured
and millions more underinsured.” The result is poorer
health and shorter lives. A widely cited study by the
Commonwealth Fund comparing the United States to
ten other countries ranked the U.S. dead last overall as
well as in the categories of healthy lives, cost-related
problems to access, equity, and efﬁciency.qu second
study, covering 195 countries regarding deaths that
were preventable had the patient received “timely and
effective medical care,” ranked the U.S. at number 35
on its Health Access and Quality index — in between
Estonia and Montenegro.30 The worst US. scores
were for lower respiratory infections, ischemic heart
disease (coronary heart disease), and chronic kidney
disease. Looking strictly at the United States, we find
a recent dip in the average life expectancy,” a gap of
10 to 15 years in life expectancy between the richest
and the poorest among us,” and numerous health
disparities related to class, race, and sex.
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Medicare for All: How it Works

Corporate control of healthcare and our misguided
faith in the market has resulted in an inefficient,
fragmented “system” that leaves millions with little
or no access to healthcare. Our current approach
treats healthcare as a commeodity on a par with other
commodities rather than a public good. We have
accommodated the failure of the private insurance
market by cobbling together the most expensive
public-private system the world has ever seen. The
shift to a Medicare-for-all plan reorients our system
to providing healthcare as a right, not a privilege. It
would be a tremendous step toward ending health
disparities and would mitigate economic inequality.
Finally, recent public opinion polls demonstrate that
a strong majority of Americans favor Medicare for
all. In December 2015, the Kaiser Health Tracking
Poll found:

When asked their opinion, nearly 6 in 10
Americans (58 percent) say they favor
the idea of Medicare-for-all, including
34 percent who say they strongly favor
it. This is compared to 34 percent who
say they oppose it, including 25 percent
who strongly oppose it. Opinions vary
widely by political party identification,
with 8 in 10 Democrats (81 percent) and
6 in 10 independents (60 percent) saying
they favor the idea, while 63 percent of
Republicans say they oppose it 3

A 2017 poll by the Pew Research Center demonstrates
that support is growing.

Currently, 60% of Americans say the
government should be responsible for
ensuring health care coverage for all
Americans, compared with 38% who say
this should not be the government’s
responsibility. The share saying it is the
government’s responsibility has increased
from 51% last year and now stands at its
highest point in nearly a decade

So what’s stopping us? Supporters of our market-
driven model typically sabotage efforts to provide
Medicare for all by focusing on how we would pay

for it. This is disingenuous. We are already paying
for it, were just not receiving it. Approximately two-
thirds of U.S. healthcare expenditures already come
from taxpayers in the form of federal, state, and local
government spending ¥ Healthcare in the U S. costs
more both because of administrative complexity and
higher prices, rather than increased utilization. The
comparisons of U.S. spending and health outcomes to
other countries strongly suggest that there is enough
money in our current system to provide healthcare
for all, if we spend that money fairly and wisely.
The key point is to demonstrate that there is enough
money currently being spent on healthcare in the U S.
to provide Medicare for all, rather than specifying
particular funding mechanisms.*®

As mentioned above, we would reap enormous savings
by eliminating private insurance company costs such
as profits, shareholder dividends, excessive executive
compensation, and marketing costs. Additional
savings would come from the uniformity in health
benefits and in claims and billing processing. Instead
of many insurers, each with a variety of health plans
and cost-sharing schemes, funding for healthcare
would be administered from a single government
fund based on a uniform set of benefits.” Hospitals,
physicians, and other providers would no longer
need large billing departments to manage payments
or to pursue collections from the uninsured and the
underinsured. Each of these areas is discussed in
more detail below.

Cost sharing — copayments, coinsurance,
and deductibles. Eliminating patient cost sharing
is a first step to achieving health equity and easing
the economic inequality that is rife in our country.
The very idea of requiring patient cost sharing, also
called “out-of-pocket costs,” derives from a market-
based approach to healthcare. Those who take this
economistic approach to providing healthcare argue
that people need to “have skin in the game,” meaning
that they must have a financial stake in accessing

healthcare, otherwise they will use their health
insurance indiscriminately and not just when they
truly need it®
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Research confirms that even minimal cost-sharing
requirements  reduce  healthcare  utilization »
Unfortunately, cost sharing keeps people from
seeking both needed and unneeded care.* This should
not come as a surprise; laypersons cannot be expected
to know prior to seeing their healthcare provider
whether or not they need medical treatment. As the
cost of providing care has increased, costs have been
shifted to individuals and families. Imposing higher
deductibles, copayments, and coinsurance is a double
win for insurers; healthcare utilization drops and they
pay less when healthcare is used. Today, millions with
health insurance delay seeking healthcare or filling a
prescription because of high deductibles, but even
copayments can be difficult for many to manage.”!
Those who are sick or low income fare the worst.”
Thus, eliminating cost sharing reduces both health
disparities and economic inequality.”® Finally,
while prompt treatment of injury and illness is reason
enough to eliminate cost sharing, in some cases it also
reduces the overall cost of treatment **

Administrative savings. Administrative savings
would come from two primary sources: insurers and
providers such as doctors and hospitals.”® On the
insurer side, eliminating private insurance company
waste such as profits, shareholder dividends,
excessive executive compensation, and marketing
costs would produce tremendous savings. Having a
single, comprehensive benefits package and a single
payer, the federal government, creates uniformity in
claims and billing processing. Doctors and hospitals
would no longer need large billing departments to
manage payments or to pursue collections from the
uninsured and the underinsured, nor for preauthorizing
tests and treatments or checking drug formularies
before prescribing medications. This would produce
additional savings that could be redirected to care.
Overall, replacing our complex, fragmented health
system with its many insurers — each with multiple
benefit packages and numerous cost-sharing schemes
— would produce savings of 9.3% to 14.7%.* Based
on projected national health expenditures of more
than $3.5 trillion dollars in 2017, this would amount
to $330 to $520 billion in administrative savings
alone.”

Global budgets. Hospitals, nursing homes, and
similar facilities, as well as home care agencies,
would receive a fixed lump-sum annual budget, called
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a global budget, rather than getting paid separately for
each patient’s hospital stay. A global budget, typically
paid out in monthly installments, would reimburse the
facilities for all their operating expenses and, under
a separate budget, for capital expenses such as new
buildings and equipment. The savings would accrue
primarily from reduced administrative costs related
to billing and insurance. The administrative savings
estimated above derive, in part, from global budgeting
for hospitals and other healthcare facilities. Multiple
studies have documented the savings achieved by
using the global budget appmach.48 A recent study of
hospital administrative costs in eight countries found
that Canada and Scotland, which are paid using global
budgets, had the lowest administrative costs at 12.4%
and 14.3%, respectiveiy.” In contrast, hospitals in the
United States, which must manage a far more complex
bifling system, had the highest administrative costs at
25.3%.

Capital investment. A Medicare-for-ali program
would require approval for investment in expanding
medical facilities and major equipment purchases to
ensure they are allocated fairly and where needed.
The approval process would prioritize capital
investment in projects that address medically
underserved populations and health disparities related
to race, ethnicity, income, or geographic region. This
approach contrasts sharply with a market-driven
approach which seeks to maximize revenue. For
years, hospital corporations have shuttered “under-
performing” hospitals in communities with high
numbers of uninsured, often reopening them a few
miles down the road in areas with better insurance
coverage and higher incomes. Most public hospitals,
which typically care for the uninsured, on the other
hand, have been severely underfunded and stand
in need of critical infrastructure and equipment
upgrades. Thus, relying on the market has resulted
in a maldistribution of healthcare resources from
what should be the guiding rationale, providing care
to those who need it. Finally, our current system
often leaves expensive equipment standing idle. For
example, in a profit-seeking healthcare system with
hospitals in relatively close proximity to one another,
if one hospital purchases an MRI machine, the other

wiviv TheSandersinstitutanrg  wwvw Nati




area hospitals may feel the need to do so in order to
claim the same capabilities as they compete against
each other. In contrast, a Medicare-for-all plan would
direct investment in expensive equipment, new
hospitals, and medical offices where it is needed, not
where corporate healthcare deems most fucrative.

Bulk purchasing. The pharmaceutical/health
products industry has spent more money lobbying
than any other industry every year since 1999. The
spending topped out at $274 million in 2009, with
spending at a still sizeable amount of $246 million
in 2016 In addition, the industry has contributed
millions to federal campaigns. According to the
Center for Responsive Politics: “The pharmaceutical
and health products industry ...is consistently near the
top when it comes to federal campaign contributions.
... The industry’s political generosity increased in the
years leading up to Congress’ passage in 2003 of a
Medicare prescription drug benefit.” >' This appears to
have been money well spent. As part of the Medicare
Modernization Act of 2003, Congress not only
created a Medicare prescription drug benefit, but also
prohibited the Health and Human Services Secretary
from negotiating prices or creating a formulary
of approved prescription drugs.52 The Center for
Responsive Politics also found that “industry
spending levels have fluctuated, though they have
usually hovered around the $30 million range.."’s3
That is until 2012, when campaign contributions
increased to over $50 million and topped out in 2016
at nearly $60 million.>

A Medicare-for-all plan would negotiate prices
on drugs and medical devices for the entire U.S.
population.™ Thus, it would garner far greater
bargaining power than our fragmented system of
insurers, each competing against each other and
secking to maximize profits. Negotiating with
pharmaceutical companies would bring the costs of
prescription drugs in this country in line with the rest
of the world. A recent study found that this alone
would have saved $113 bittion in 2017.%

Primary care. Research shows that access to
primary care, understood as having a usual place of
care, continuity over time, care coordination, and
a whole-person focus— rather than focusing on a
particular disease or body part as specialty care often
does — leads to better health.” Greater emphasis on
primary care lowers overall costs by facilitating
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earlier intervention in disease processes, staying
current with preventive measures, and reducing the
use of emergency departments. Eliminating cost
sharing is crucial to meeting these goals.58

The U.S. lags behind other countries in both access
and health status, and spends far more, partiaily due
to a shortage of primary care physicians.59 Although
estimates differ as to the magnitude of the growing
shortfall of primary care physicians, all agree that it
is significant. The mid-range projected shortfall in
primary care physicians is 7,800 to 32,000 by 2025,
increasing to 7,300 to 43,100 by 2030.% In addition
to this general shortage, many geographic regions and
populations are currently suffering due to a severe
shortage of primary care physicians. According to the
U.S. Health Resources & Services Administration,
there are 6,790 health professional shortage areas®’
that need primary care physicians, predominantly in
rural and low- income urban communities and among
specific population groups within a geographic area
such as the homeless, migrant farmworkers, and other
gmups.62 Over 69 million people live in a shortage
area — more than one in five Americans.*® More than
10,000 primary care physicians are needed now to
provide the care they need.

The market has clearly failed to distribute primary
care physicians where they are needed or to fulfill
overall demand. A difference in compensation
between specialists and primary care providers,
coupled with the massive debt many students incur in
becoming physicians, has resulted in too few primary
care physicians. On average, primary care physicians
earn far less than specialists. A recent survey found
that average annual full-time physician compensation
was $294000 with specialist compensation 46%
higher than primary care physicians at $316,000 and
$217.,000, respc:ctivelyA65 Orthopedic surgeons, at the
top of recent compensation surveys, make more than
twice as much as family medicine physicians, who are
at or near the bottom.*® A Medicare-for-all program
could address these needs, for example, by increasing
the number of primary care residencies, scholarships,
and loan-repayment programs; targeting education of
primary care physicians through dedicated Graduate
Medical Education funding; and increasing the
reimbursement of primary care physicians.67 Although
none of these ideas is new, a Medicare-for-all program
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would reorient our healthcare system to put primary
care at the center with a focus on preventive care and
early intervention and treatment.

Physician compensation. First, to prevent
inequity in access and care, physicians who accept
payment from the Medicare-for-all plan would be
prohibited from also receiving compensation for
patient care from private payers, including patients
themselves. Second, physicians would be required
to accept payment by the Medicare-for-all plan as
payment in full. There would still be some physicians
who would cater to the wealthy, but there would
not be inequity in access or care within the system
based on higher reimbursement from private payers
or additional fees charged on top of the Medicare-
for-all payment rate. Finally, no part of physician
compensation would derive from incentives to
provide less care such as performance bonuses linked
to atilization or proﬁtability.Gﬂ

Representatives of physicians, and other practitioners,
would negotiate comp ion with rep ives
of the Medicare-for-all plan. Physicians and their
staff would spend far less time on insurance-related
administrative matters such as billing and prior
authorization for treatment. This decrease in overhead
expenses would factor into overall compensation.
Compensation would be on either a fee-for-service
basis or by a fixed salary, for those working for an
organization paid on a per capita basis or operating
under a global budget.

The negotiations would also address the difference in
compensation between primary care physicians and
specialists. This pay inequity lies in undervaluing the
cognitive-based services that primary care physicians
provide compared to procedure-based services that
specialists tend to provide,69 Unlike surgeons and
other specialty physicians who are paid based on the
number of procedures they perform and often
use complex, expensive equipment, “primary care
physicians spend most of their time providing
cognitive services, such as acquiring and assimilating
information, developing management strategies,
coordinating care, and counseling”’™™ While some
specialists would still be compensated at higher rates
than the primary care generalists, the difference
between rates would bereduced.
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Conclusion

Numerous studies document the many inefficiencies
of our “system” and its high financial costs. Likewise,
study after study documents our failure to provide
healthcare to all those who need it, as well as the
vast disparities in health and healthcare in terms of
class, race, and sex. Finally, our failure to guarantee
healthcare to all exacerbates economic inequality
through high out-of-pocket costs for care, medical
debt, and bankruptcy.

The reason is clear. As discussed above, a market-
driven approach to providing care is based on a
business model that fundamentally conflicts with the
very reason that people purchase health insurance.
Whereas private insurers aim at limiting the amount
they “lose” by paying for healthcare, people purchase
insurance for the express purpose of accessing
healthcare when they need it. A Medicare-for-all
program would be accountable to the peopie, not to
shareholders and the bottom line. Rather, it would
facilitate the distribution of healthcare resources,
such as new facilities and equip basedonh
need, not market share. Compensation for physicians
and other healthcare providers would encourage
better primary and preventive care. Rural and low-
income urban areas would no longer be neglected.
Additional resources would be directed to medically
underserved areas and populations.

The threat by Congress and the Trump Administration
to repeal the ACA makes this a crucial and timely
issue. Although the ACA has improved healthcare
insurance access, it did so by further entrenching the
private insurance industry. Improving our current
Medicare system and expanding it to cover everyone
is the best solution. If we stand together, we can
achieveit.
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The Partnership for Employer-Sponsored Coverage is an advocacy alliance of employment-
based organizations and trade associations representing businesses of all sizes and the over 181
million American workers and their families who rely on employer-sponsored coverage every
day. We are committed to working to ensure that employer-sponsored coverage is strengthened
and remains a viable, affordable option for decades to come.

Employer-sponsored coverage has been the backbone of our nation’s health system for nearly
eight decades. Employers of all sizes contribute vast resources to employees and their families
through the employer-sponsored system. Employers have a vested interest in health care quality,
value, and system viability. Employers have been on the leading edge of health delivery
innovation and modeling for decades.

Benefits offerings and coverage plans in the employer-sponsored system are as diverse as
employers and employees themselves. With self-insured coverage under the Employee
Retirement Income Security Act (ERISA), an employer can tailor coverage to meet their
workforce’s specific needs across state lines, pays all health claims and bears the financial risk,
and utilizes a third-party administrator (insurance carrier) for daily plan management. Through
the fully-insured state regulated insurance market, employers purchase a prescribed benefit
insurance product sold in a state from an insurance carrier and does not bear the full financial
risk of claims.

Employers have led the way in benefits design and innovation for decades and will continue to
do so for decades to come. There is no one-size-fits-all employer health plan nor should the
federal government enact or implement laws that stifle an employer’s ability to develop benefits
offerings that meet the needs of their specific workforce. All levels of government should work
constructively with private sector employers to ensure that employers have the tools and
flexibility to foster benefits design and innovations that provide employees with benefits that are
crucial to the wellbeing of themselves and their families.

The foundation of the employer-sponsored coverage system is rooted in workforce policy and
business operations. Employers of all sizes offer coverage for employee recruitment and
retention, and the functionality of a business is centered around a productive, thriving, and
healthy workforce.
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The ability to offer coverage to employees and the capacity to operate a business for its core
purpose are not mutually exclusive functions. An employer offer of coverage is not merely a
transaction in which an employee fills out paperwork, enrolls in coverage, and receives an
insurance card — it is a multifaceted fiscal and operational commitment at the core of any
business. As employers are making the decision to offer coverage and determine which type of
coverage to offer their employees, a critical aspect of this deliberation is the administrative
compliance costs and complexities associated with coverage.

When considering legislative and regulatory policy development and implementation, federal
lawmakers and regulators must understand and appreciate the societal and economic
commitments employers make to our nation’s workforce through the employer-sponsored
coverage system. The following policy and implementation questions should be carefully
considered in the context of today’s hearing and future deliberations.

¢ What would a single-payer health care system mean for employment? Recruitment and
retention of employees?

¢ How would a Medicare or Medicaid buy-in program be an advantage or disadvantage to
employees and employers?

* How would expansion of Medicare/Medicaid through a buy-in program effect current
program beneficiaries and resources?

s How would a Medicare/Medicaid buy-in program effect timely access to providers and
services for the influx of new beneficiaries?

¢ How would the employee-employer relationship change by a Medicare buy-in plan?
Specifically with regard to working Americans between 50-64?

e What is a Medicare buy-in program striving to accomplish? Cohort of uninsured?

e How would a Medicare/Medicaid buy-in program effect take-up rates for fully-insured
employer-sponsored plans? How would it effect other populations of employees?

The Partnership for Employer-Sponsored Coverage opposes the establishment of a single-payer
health care system. Dismantling our nation’s private sector employment-based health system
which provides coverage for the largest percentage of the population would create utter chaos
and massive disruptions to the care system for all Americans. We urge Congress to devote its
attention and resources toward issues to improve our current health care system such as
increasing market competition, providing more coverage choices and access to providers for all
Americans, and addressing systematic cost drivers and wasteful spending, Our public principles
include:

¢ Preserving the current tax treatment of employer-sponsored coverage
¢ Promoting innovations and diversity of plan designs and offerings for employees
¢ Providing employers with compliance relief from burdensome regulations

= www.pdesc.org @ PAESC
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e Repealing the Affordable Care Act taxes on employer-sponsored coverage
e Protecting ERISA

As a coalition representing businesses of all sizes, the Partnership for Employer-Sponsored
Coverage has the unique ability to provide operational input across the full spectrum of the
employer system — from the smallest family-owned business to the largest corporation.
Employers have a great stake in the development and implementation of health care policies. We
stand ready to work with the 116™ Congress in a bipartisan manner strengthen and preserve our
nation’s private sector employment-based health system.

PARTNERSHIP FOR EMPLOYER-SPONSORED COVERAGE
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Thank you for the opportunity to submit a statement for the record on this crucial issue. And thank you
for holding this important hearing on single-payer health care. Public Citizen is a national non-profit
organization with more than 500,000 members and supporters. We represent the public interest through
legislative and administrative advocacy, litigation, research, and public education on a broad range of
issues including ensuring access to health care. Pertinent to this hearing, Public Citizen has supported the
creation of a single-payer health care system since our founding in 1971, Our health care system currently
fails to meet the needs of the American people, while a single-payer Medicare for All system would
guarantee coverage to everyone in the United States.

The recent Congressional Budget Office (CBO) report, Key Design Components and Considerations for
Establishing a Single-Payer Health Care System, identified a number of key policy considerations when
designing and implementing a single-payer health care system.! In this statement, I describe relevant
findings and how Medicare for All would address the components described in the CBO report.

1.  ELIGIBILITY, ENROLLMENT, AND ADMINISTRATION

Despite the successes of the Affordable Care Act (ACA) in expanding access to coverage, more than 30
million Americans remain uninsured and tens of millions more are underinsured, meaning they are unable
to afford the care they need despite having health insurance.? Being uninsured or underinsured hinders
access to health care. For example, nearly half of uninsured working-age adults lacked a regular source of
care, compared with approximately 10 percent of those who were insured, whether through public or
private coverage.’ Further, nearly one in four reported postponing care due to cost and one in five
reported going without needed care or prescription medication due to cost.

By improving Medicare and expanding it to everyone in the United States, Medicare for All would finally
guarantee access to health care. Access to medically necessary care, including preventive services, would
reduce the incidence of many preventable diseases and allow earlier treatment for a variety of maladies.
This, in turn, would reduce both personal and system-wide spending by preventing illnesses or treating
diseases at earlier stages when they are cheaper and easier to treat, including reducing more expensive
medical interventions and related complications.

Enroliment for Medicare for All would be similar to traditional Medicare but would happen at birth,
establishment of residency, or other similar circumstances. Such a system would be administered through
the Department of Health and Human Services, with appropriate regional administration to ensure
adequate oversight and accountability.

Our country’s transition to the traditional Medicare system serves as an example of a successful transition
to a single-payer system for America’s seniors. After being signed into law in 1965, Medicare enrolled

CONGRESSIONAL BUDGET OFFICE, KEY DESIGN COMPONENTS AND CONSIDERATIONS FOR ESTABLISHING A SINGLE-PAYER HEALTH CARE
SysTEM, at 1 (May 2019), https: //bitly/2UPxKk8 .

2SARAH R. COLLINS, MUNIRA Z. GUN]A, AND MICHELLE M. DOTY, THE COMMONWEALTH FUND, How WELL DOES INSURANCE COVERAGE
PRrOTECT CONSUMERS FROM HEALTH CARE COSTS? ~ FINDINGS FROM THE COMMONWEALTH FUND BIENNIAL HEALTH INSURANCE SURVEY,
2016, at 1 (October 2017), htsps://bitly/2D3IWDGE.

3Kaiser FAMILY FOUNDATION, KEY FACTS ABOUT THE UNiNSURED POPULATION, at 5 {September 2017), https://bitly/2q8AEU7.
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more than 19 million people in its first year.* Prior to the implementation of Medicare, only around half of
America’s seniors had health coverage, and the coverage available to them was not very good.® For
example, a survey in 1963 found that 80 percent of seniors paid for their own health costs out of pocket,
without help from either government programs or private insurance.®

Medicare has grown steadily since its implementation and covered more than 58 million seniors and
people with disabilities in 2017.7 Supporting the transition to Medicare for All would be the more than 50
years of experience that the country already has with implementing and running Medicare. While the
scope of the population served will expand significantly, the necessary functions and infrastructure are
already in place. The Centers for Medicare and Medicaid Services already has the capacity to enroll
beneficiaries and physicians, process claims, and engage stakeholders. This expertise will serve the
program well both during the transition to Medicare for All and upon full implementation.

The Medicare for All Act of 2019 (H.R. 1384) includes details for a two-year transition to a single-payer
Medicare for All system. In the first year after enactment anyone under 19 and anyone 55 or older would
be transitioned to Medicare for All coverage. All other populations should be transitioned to Medicare for
All within 2 years of enactment. A Medicare transition buy-in would be established that would allow
anyone to purchase into the Medicare for All system prior to full implementation. For-profit private
insurance would still be available to cover things not covered by Medicare for All, such as non-
therapeutic cosmetic surgery or lifestyle treatments or medications.

Certain populations, including patients with complex long-term care needs, would need particular
attention in the transition to Medicare for All, as any disruption in their care could lead to serious health
consequences. Beneficiaries with complex medical needs would need to have consistent access to
necessary services throughout the transition, which H.R. 1384 provides for.

Once everyone is enrolled in Medicare for All, there would be no further need for additional coverage
transitions. Everyone in the U.S. would finally be covered when they were bomn, became residents, or
under other similar circumstances and would remain covered throughout their lives. Compared with the
constant disruptions and transitions in insurance plans that Americans currently face every time they
change jobs or their employer changes their insurance plan, the one-time transition to Medicare for All
would be much less disruptive to Americans

.  COST CONTAINMENT, FINANCING, AND PAYMENT RATES

In the United States, we spend $3.5 trillion, or more than $10,000 per person, on health care annually-—a
staggering sum—a great deal of which is wasted or unnecessary.® As a country, we spend far more on

health care than other comparably wealthy nations. Our public spending on health care, per capita, alone
is higher than what nearly all other wealthy countries pay, per capita, for their entire health care systems.
This is all the more remarkable because all of these countries, unlike the United States, provide universal

“Steve Anderson, A Brief History of Medicare in America, MEDICARE ResOURCES (February 27, 2018), https://bitly/298fU4W,
SLouis Jacobson, Were the Early 1960s a Golden Age for Health Care?, PourtiFact (April 12, 2012), hutps://bit. y[ZLin;yx§
sld.

“Steve Anderson, A Brief History of Medicare in America, MEDICARE REsoURCES (February 27, 2018), https://bit.ly/298{U4W.
BCENTERS FOR MEDICARE AND MEDICAID SERVICES, NATIONAL HEALTH EXPENDITURES 2016 HIGHLIGHTS, at 1 (January 2018),
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coverage to their residents. Despite this excessive spending, the United States has the worst health
outcomes compared to similar countries. °

Numerous studies have analyzed the prospective effectiveness of single-payer plans nationally and at the
state level, as well as other universal coverage approaches.” Most of these studies found savings, to
varying degrees. These findings are supported by the experiences of countries that already have universal
health care and provide care more efficiently than the United States.!' A recent study found that Medicare
for All could save nearly 20 percent versus our current system, with the largest sources of savings being
increased administrative efficiency and significantly lower pharmaceutical prices.'? Another recent
estimate found that simplified administration under Medicare for All would save the U.S. more than $500
billion a year."

Medicare for All would create enough savings that even a significant increase in the amount of care
rendered would be more than offset.!* This would be achieved by reducing administrative waste,
harnessing the federal government’s negotiating power to bring down the price of care, and setting global
budgets for institutions that would reduce the incentive for providers to administer unnecessary,
expensive treatments.

1. Reducing Administrative Waste

In the 1980s our spending was much more in line with similar countries, before rapidly rising over the last
few decades.!® Increased administrative costs are one of the key reasons that overall health care costs have
risen sharply over the past 40 years. The United States has the highest rate of administrative health care
costs among wealthy countries.'® Excessive administrative spending is wasteful because it contributes
nothing to treating patients or improving health outcomes. Under our fragmented system, around one-
third of U.S. health care dollars are spent on administrative functions, including insurance company
overhead; administrative costs of hospitals, practitioners, nursing homes and other providers; and costs
incurred by employers in managing their workers’ benefits."”

Slrene Papanicolas, Liana R. Woskie and Ashish K. jha, Health Care Spending in the United States and Other High-Income

Countries, 319 JOURNAL OF THE AMERICAN MEDICAL AssociaTiON 1024-1039, 1024 (2018).

10See e.g., Listing of Single Payer Studies, HEALTHCARE-NOW, https: //bitly/2yplxwr (viewed May 20, 2019).
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Costs relating to managing health insurance are a major component of these rising administrative costs.
Private insurers spend around 12 percent of their annual budgets on administration."® Traditional
Medicare is much more efficient, spending only around two percent on administrative costs.'® Higher
costs for hospitals also contribute to our excessive spending. If our hospital administrative spending were
brought in line with more efficient countries, the U.S. could save more than $150 billion each year on
hospital spending alone.”®

2. Lowering Health Care Costs Through Negotiation

One reason our health care is so expensive is that prices for common procedures, such as appendectomies,
hip replacements, and angioplasties, are often significantly higher in the United States than in other
comparably wealthy countries.? In addition, basic health care prices for the same procedure vary wildly
between health care providers, which reveals inefficiencies and overpriced services.? Providers and
insurers generally negotiate prices behind closed doors and refuse to disclose their negotiated prices,
citing trade secrets.

Allowing the federal government to use its full negotiating power would make health care pricing more
rational and wring out the massive amount of abusive overcharging. Under Medicare for All, the U.S.
government would be able to negotiate reasonable prices for services and would prevent providers from
charging vastly different prices for the same services.

The prices Americans pay for prescription drugs are also unreasonably high. One recent study compared
our health care spending with 10 other wealthy nations and found that the United States spent around
$1,450 per capita on prescription drugs, the most of any wealthy country and more than double the
roughly $750 per capita average of all 11 countries.?> Further, an analysis by The Wall Street Jowrnal
compared U.S. prices across a number of drugs to prices in England, Norway, and Ontario, Canada. It
found that U.S. drug prices were almost always higher, often significantly higher.2*

Spending on prescription drugs in the United States totaled more than $480 billion in 2016, almost 15
percent of the $3.3 trillion total spent on health care that year. Instituting a Medicare for All system
would finally allow the government to negotiate the price of prescription drugs on behalf of all
Americans.

18CONGRESSIONAL BUDGET OFFICE, PRIVATE HEALTH INSURANCE PREMIUMS AND FEDERAL PoLICY, at 27 {February 2016)
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Under its prescription drug benefit, known as Medicare Part D, Medicare is currently prohibited from
negotiating drug prices.”® In contrast, the Veterans Health Administration (VHA) negotiates the price of
drugs for the veterans it serves. As a result, the VHA pays much lower drug prices than the general
public. A 2015 study that Medicare Part D would save around $16 billion a year if the agency were able
to negotiate similar prices to those negotiated by the VHA on the same brand-name drugs.”’

Given that Medicare for All would mean the government would have negotiating power on behalf of a
much larger population—all Americans—drug prices would be even lower under Medicare for All than
they are for the VHA. A recent estimate found that Medicare for All could save over $100 billion a year
on drug costs.”

3. Using Global Budgets to Impreve Efficient Spending

Finally, by using global budgets—comprehensive budgets negotiated between the government and health
care institutions (such as hospitals and nursing homes)—Medicare for All would control spending while
ensuring access to medically necessary services.” Under global budgets, institutions have the incentive to
control costs as they provide care. In contrast, our current system creates incentives for institutions to
maximize revenue, for example by building expensive new hospital wings and then pressuring providers
to refer patients for care, instead of furnishing the most sensible and medically necessary care.’’ Global
budgets would have the potential to align providers’ incentives with their missions to provide medically
necessary care to those who need it.

A key part of reducing the incentive for institutions to maximize revenue is to ensure rational spending on
expensive renovations and on purchasing brand-new health care technology that can cost millions of dollars
for a single machine. This would be done by creating a separate budget for capital expenditures, such as on
medical equipment and expansions of facilities, from operating expenditures under global budgets. Capital
purchases impose upfront costs on providers. Once purchased, they create incentives to provide unnecessary
care to recoup their investments.’! By requiring separate budgets for the purchases of expensive medical
equipment and building expansions, Medicare for All could ensure that such purchases are warranted by a
community’s needs and would thus reduce unnecessary spending, both on the capital expenses themselves
as well as on spending for related services. Instead of having every hospital compete by purchasing complex
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new technology or building fancy new hospital wings, city and regional capacity would be considered to
ensure access to needed care across the country.

Health care providers in private practice or in other care settings without global budgets would be paid
through fee-for-service, the rates for which would be negotiated through mechanisms similar to traditional
Medicare. However, because Medicare rates would now serve as the primary rates for the health care
system, there is likely to be variation from current Medicare payment rates. Similar to current rates,
provider payments will likely vary by a number of factors, including region, specialty, and care setting.
However, given that Medicare for All will have a more holistic view toward ensuring adequate access to
necessary care, underpaid providers in primary care, mental health, and other settings may actually see
their rates go up. In addition, providers will have more time to see patients as they will no longer need to
spend as much time dealing with billing multiple different insurance companies and related administrative
issues.

. COVERED SERVICES AND COST SHARING

Poor quality coverage and the presence of excessive cost sharing are key reasons that Americans have the
worst health outcomes of peer nations and report the highest rates of unmet health care needs of
comparable countries.’ Nearly one in four Americans reported skipping a health care appointment due to
the cost, a number more than double the average across comparable countries.”’ For lower-income
Americans, than number was even higher, with more than 40 percent reporting having unmet health care
needs due to cost-—meaning not going to the doctor; skipping a test, treatment or follow up; or not filling
a prescription or skipping doses.’ Another study found that the U.S. ranked worst out of 16 industrialized
countries for deaths that could be prevented with proper medical care.*

And when Americans seek care, many face medical debt or bankruptcy. A survey by the Consumer
Financial Protection Bureau found that medical debt was the most common reason for debt collection
calls in the United States.*® Nearly 60 percent of consumers who were contacted about debt collection
were contacted due to outstanding medical debt.

Even Americans with insurance may have difficulty paying their medical bills. The percentage of
working-age adults with insurance through their job who were underinsured—meaning they face such
excessive out-of-pocket costs that they cannot afford to use their coverage—rose from 10 percent in 2003
to 25 percent in 2016.%7
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Rising out-of-pocket costs, such as co-pays and deductibles, are a key reason many Americans face
challenges affording the care they need. Studies have found that out-of-pocket costs cause consumers to
decrease their use of needed health care.*® Further, a recent survey found that middle-income Americans
with private insurance were the most likely to report increases in their out-of-pocket costs.* By
eliminating out-of-pocket costs, Medicare for All would ensure access to needed care for everyone in the
United States and would reduce the administrative burden of collecting and processing those payments.

Medicare for All would also guarantee access to vision and dental services, which many Americans,
including seniors, struggle to afford. Lack of access to dental services can put Americans at risk for
infection, decreased quality of life, and difficuity eating. Low-income seniors were particularly likely to
not have had a dental visit, with only around one in four having done so in the past year, compared to
nearly 75 percent of beneficiaries with higher incomes.*’ By including vision and dental services in
Medicare for All, everyone in the U.S. would finally be able be guaranteed access to the services they
need to live a full life.

Medicare for All would also ensure access to long-term care, improving patients’ quality of life while also
bringing down the cost of care, as more people would be able to receive care in their homes instead of in
expensive institutions, like nursing homes. The long-term care benefits available under Medicare for All
would provide more comprehensive and sensible benefits than Medicaid, including ensuring that
beneficiaries could be served in the setting of their choice with the services they need. And by providing
more care through long-term home and community-based services (HCBS), Medicare for All could save
money compared to institutional care, given that a year of care in a nursing home costs more than twice as
much as having a home health aide for a year and five times as much as a year of care through adult
health day care.”!

Improving the efficiency of our long-term care is crucial because around 70 percent of people over 65
will require at least some long-term care in their lifetimes.*? Given our changing demographics—by 2030
all baby boomers will be 65 or older and by 2035 Americans age 65 and older will outnumber the number
of children under 18 for the first time in U.S. history—we must ensure that we are providing access to
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needed long-term care in the most humane and efficient way possible.** Medicare for All would meet
both of these goals and begin the crucial transition from the institutional bias of our current long-term
care system to a system that serves patients in the setting and community of their choice.

IV. ROLE OF CURRENT PROGRAMS

Medicare for All would build on Medicare’s current success at providing timely access to care. Medicare
patients reported having consistent access to care, with more than 95 percent reporting having a usual
source of care, such as a doctor’s office or primary care clinic.* Around 90 percent of Medicare
beneficiaries reported that they were able to schedule timely appointments for primary and specialty
care.*” Seniors with Medicare were more likely than adults age 50-64 with private insurance to report that
they had never had to wait longer than they wanted for a routine care appointment.*

In addition, Medicare for All would build on the success of the expansion of access to HCBS, something
many states have been improving in recent years, Under our current system, the availability of HCBS
varies widely by state, because states must request waivers of certain federal Medicaid requirements in
order to do so.”” However, even states with waiver programs often have waiting lists for their programs
and face challenges ensuring access to services for all who need them.*® And regardless of waivers, before
someone can receive Medicaid long-term care, they must prove they are already in poverty or spend down
their assets.*® These requirements can create significant hardship for many families, especially those who
may face significant or unexpected expenses not covered by Medicaid after having spent down their
assets,

Advocates have successfully pushed to improve access to home and community-based services in recent
decades. As a result, HCBS recently overtook institutional coverage, in terms of overall Medicaid long-
term care spending.*® The states with the highest percentage of HCBS spending—Minnesota, New
Mexico, and Oregon—devote more than 75 percent of their Medicaid long-term care spending to HCBS,
while the states with the lowest spending—Mississippi, Florida and Indiana—all devoted only around a
third of their spending toward home and community-based services.’' Medicare for All would build on
the successful expansion that many states have undertaken by ensuring that more Americans would be
able to access HCBS, regardless of what state they live in.
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While enrollees in most health care programs would be enrolled in Medicare for All, some health
programs would remain independent, including the Veterans Health Administration and the Indian Health
Service, because they provide specialized care to populations with unique medical needs. However,
beneficiaries of such programs could be able to supplement their coverage with services through
Medicare for All, when appropriate.

V. PROVIDER ROLES AND RULES

Under Medicare for All, most doctors’ offices and institutions would remain in private hands, as they do
now. However, Medicare for All would limit the ability of providers to use public funds for profit,
marketing, and other expenses that drive up the cost of health care without improving health outcomes. In
addition, Medicare for All would also end the scourge of unexpected bills that can devastate families’
finances and even send them into medical debt or bankruptcy. This happens because some providers
located in facilities that are otherwise in-network for someone’s insurance may not actually be included in
their insurer’s network. For example, during an emergency, a patient doesn’t have time or the ability to
check whether each provider that is treating them is considered in-network by their plan. And during
surgery, there could be multiple doctors and nurses, some of whom may not be in-network.” Referred to
as “surprise billing” or “balance billing,” this practice leaves patients on the hook for the difference
between the amount the insurance company is willing to pay and a provider’s total fee.”

Even a patient who is vigilant and tries to ensure they are being treated by in-network providers may have
trouble avoiding surprise bills. Nearly 70 percent of respondents who experienced surprise bills that they
were unable to pay did not know that the health care provider was considered out-of-network when they
received care.’ In addition, more than half of Americans received a medical bill for something they
thought their health insurance covered.*® Medicare for All providers would be prohibited from submitting
any such bills to patients as their compensation would be handled through the Medicare for All system.

VL.  CONCLUSION

It is inhumane to have 30 million Americans lack any form of health care coverage, placing them at risk
of personal and financial ruin if they get sick. Further, having so many Americans uninsured leads to tens
of thousands of needless deaths each year.® The United States has for too long debated creating a single-
payer universal health care system without delivering. Despite this failure, Medicare has successfully
achieved universal coverage for Americans 65 and older since its passage more than 50 years ago. The
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success of Medicare highlights the importance of building on that program’s accomplishments and finally
extending guaranteed access to health care to everyone in America.

Everyone depends on the health care system at some time in their lives. From the moment you are born
(likely at a hospital) to the day you die, you are part of the health care system whether you are healthy or
sick. Even when we feel perfectly fine and haven’t had a checkup, the health care system serves and
protects us through the development of vaccines, control of infectious disease, and research on ailments
likely to befall us, our family, or our community.

And because we rarely know when we might experience our next brush with illness or injury, we need the
health care system ready and waiting, just in case.

Thankfully, momentum for a better system is growing. The public outery for a fairer system that allows
everyone access to the care they need will only get stronger as costs of the status quo continue to rise. For
example, a recent poll found that 70 percent of Americans, including a majority of Republicans, support
providing Medicare to every American.”’

A single-payer Medicare for All system would improve the current Medicare program and expand it to
everyone in the United States. Such a system would provide better access to care and would be far more
efficient than our current fragmented health care system. The successful experience of other nations
implementing similar programs for their citizens shows what great potential such a system has for
improving the lives of everyone in the United States.

For questi pl tact me at ekemp(@ citizen.org.
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Chairman YARMUTH. I thank our witnesses once again for help-
ing us with this important discussion, and I look forward to your
testimony.

I now yield five minutes to the Ranking Member, Mr. Womack,
for his opening statement.

[The prepared statement of Chairman Yarmuth follows:]
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Chairman Yarmuth
House Committee on the Budget
Key Design Components and Considerations for
Establishing a Single-Payer Health Care System
Opening Statement
May 22, 2019

This hearing will come to order. 'd like to welcome our witnesses from the Congressional
Budget Office — thank you for joining us. | appreciate the opportunity to dive in to your recent
report on single-payer health care systems.

Ensuring access to quality, affordable health care remains one of the greatest policy challenges
of our time.

The Affordable Care Act has given us a great foundation on which to build. Since it was
enacted, 20 million more Americans have been able to gain meaningful health coverage. Now,
89 percent of Americans under 65 are insured—a historic high.

But even with these dramatic gains, 30 million Americans still live without health insurance.
And even for those Americans with health insurance, many are underinsured and still struggle
with high deductibles and copays. Too many American families still must make the impossible
choice between going to the doctor or putting food on their table; filling their gas tank or
refilling a prescription.

We cannot accept this tragic reality as the status quo. Progress must produce more progress,
and we must begin to pursue the next wave of health care reforms.

That's why last summer | promised that if | became Chairman of the House Budget Committee,
we would hold a hearing on single-payer health care. in January, | requested a CBO report on
key policy considerations to lay the groundwork for advancing legislation to expand quality and
affordable health coverage. Earlier this month, CBO released this report, and today we will
examine its findings.

My goal for this hearing is to work through some of the policy issues laid out in this report,
including: what eligibility would look like, and what benefits could be covered? How the system
could be financed? How a single-payer system might affect the price of prescription drugs?
What kind of transition period would be needed to allow health care providers and other
stakeholders time to prepare?

Major reforms like the ones outlined in this report would mean major consequences for the
heatth of our citizens, as well as the health of our economy. They must be done carefully and
methodically - but not without urgency. Access to affordable health care isn’t just a policy
proposal or a political slogan—it’s life or death for millions of Americans.

1 also hope to review what we, as a country, spend on health care now and what we get in
return — as well as our long-term fiscal outlook with or without major reforms. Last year, health
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spending accounted for 18 percent of our economy. We spend upwards of $3.5 trillion annually
as a nation on health care — more, per person, than any other country -- and yet our outcomes
are some of the worst among developed nations. Our wasteful and inefficient system has led to
skyrocketing prescription drug prices and out-of-pocket costs for consumers, all while insurance
companies and CEOs continue to post massive profits,

A single-payer system could expand access to care, decrease our nation’s total health care
spending and help grow our economy. The trick is closing the information gap on what single-
payer health care truly is, so that we can close the health coverage gap for millions of American
families.

| know that the advocates here today and across the country have been at the front lines of this
fight for years, and | want to thank you for that hard work and dedication. | have also talked to
small business owners and numerous CEQ’s of Fortune 500 companies; they privately tell me
they are ali for a single-payer system. They know we are the only country that provides
healthcare the way we do. Last year, the average U.S. employer spent more than $5,700 for a
single employee plan and more than $14,000 for a family heaith insurance plan. These CEO’s
know that a system of employer-based coverage puts them at a disadvantage with their global
competitors. There is a consensus among economists that our system of employer-based
coverage displaces wages. Relieving employers from the burden of providing coverage will
empower American companies to raise employee wages, expand their businesses, and help to
grow our nation’s economy.

Given all these reasons, it is incumbent upon us to begin to work through the opportunities and
tradeoffs involved in a single-payer system, as well as other ways to achieve universal coverage,
many of which have been proposed by members of this committee. | strongly believe it's not a
matter of if we will have universal coverage, but when. The CBO report and this subsequent
hearing are designed to advance that timeline.

Before | close, | would like to request unanimous consent to submit materials from the
American Academy of Actuaries, American Hospital Association, Health Over Profit for
Everyone, Healthcare Leadership Council, National Association of Health Underwriters, National
Nurses United, Partnership for Employer-Sponsored Coverage, and Public Citizen in the hearing
record.

Without objection, the letters will be included in the formal hearing record.
| thank our witnesses for helping us with this important discussion and look forward to your
testimony.
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Mr. WoMACK. I thank the Chairman.

And good morning, everyone.

Chairman Yarmuth, thank you for scheduling this hearing today.
If T read Politico correctly, I understand that there is a chance we
can have another hearing on the Jayapal proposal, which I cer-
tainly would look forward to, and, hopefully, we can make that
happen.

Deputy Director Mark Hadley, welcome.

And to the other two witnesses, thank you for your team being
here today.

We are here to discuss a sobering report developed by CBO, at
the request of our Chairman, that details some of the risks of im-
posing a one-size-fits-all, government-run health care system as
proposals like Medicare for All would do.

What is noticeably missing from the report is a cost estimate for
specific proposals. My friends across the aisle didn’t ask for one. I
think I know why.

While the score would be useful, we already know how much a
one-size-fits-all health care system would cost the American people.
Independent analyses from economists across the ideological spec-
trum, including George Mason University, the Urban Institute, the
American Action Forum, have projected single-payer type pro-
posals, such as Medicare for All, to cost at least $32 trillion.

That number bears repeating, $32 trillion, on top of what we are
already spending on health care. That is at least $10 trillion more
than our nation’s astronomically high $22 trillion debt. That is
roughly $10,000 per every American per year and is equivalent to
11 percent of GDP each year.

CBO states very clearly in its report that government spending
on health care would increase substantially under a single-payer
system.

How could the federal government pay for these substantial
spending increases? Well, the report outlines four methods. The
government could impose tax hikes. It could increase premiums. It
could rely more heavily on cost sharing, which is another way of
saying out-of-pocket costs such as copays. Or it could just add this
enormous price tag to our existing debt without any pay-fors at all.
My guess is all of the above.

Now, if you are someone who subscribes to the modern monetary
theory, maybe the debt doesn’t matter to you. That’s, of course, not
the way I see it.

Putting aside discussions about how to finance such a costly pro-
posal, this report has been especially helpful in showing that these
ideas will never work in America. Imposing a single-payer health
care system would eliminate private insurance. That includes the
health care 158 million Americans receive through their employer
or their union.

The CBO report even warns that under this type of system, pa-
tients would not have a choice of insurer or health benefits, and
the public plan might not address the needs of some people.

Further, the CBO report also explicitly points out the broader
impact the proposal could have on health care. For example, by re-
ducing payment rates for providers, that is, payments for doctors,
hospitals, and so on, the report explains, there will not only be a
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reduction in the quality of care, there would be a reduction in the
supply of care, hampering access to the treatments and services
people need.

It is clear proposals like Medicare for All will chase a lot of doc-
tors out of health care. That is not only my strong opinion; it is
backed up by hard facts.

These are just a few of the findings from the CBO report, and
I expect to discuss many more with our witnesses today.

I hope my colleagues and the public will listen carefully. The con-
sequences of what health care could become under a Democrat-con-
trolled government will be articulated very clearly here today.

With that in mind, I urge all my colleagues not to look at this
report in isolation, but rather to look at this report in the context
of existing proposals, including the Medicare for All Act of 2019.

Toward that end, when considering other proposals, the other
side admits that more limited expansions of existing federal pro-
grams, a Medicare buy-in or a Medicaid buy-in, for example, are,
in fact, a step towards single-payer, government-run health care.
They admit this openly.

This is the direction some lawmakers want to take your
healthcare, and it will have consequences that ripple through the
most personal aspects of American life, from fewer doctors and
longer wait times to less access and no choices. That is why this
conversation today is so important.

Before I conclude, I would like to ask for unanimous consent to
enter into the record the three studies I mentioned earlier from
George Mason University, the Urban Institute and the American
Action Forum. Additionally, I would like to seek unanimous con-
sent to enter into the record a study of the impact of single-payer
proposals on our nation’s hospitals.

Chairman YARMUTH. Without objection.

[The information follows:]
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Abstract

The leading current bill to establish single-payer health insurance, the Medicare for All Act
(M4A), would, under conservative estimates, increase federal budget commitments by
approximately $32.6 trillion during its first 10 years of full implementation (2022-2031),
assuming enactment in 2018. This projected increase in federal healthcare commitments would
equal approximately 10.7 percent of GDP in 2022, rising to nearly 12.7 percent of GDP in 2031
and further thereafter. Doubling all currently projected federal individual and corporate income
tax collections would be insufficient to finance the added federal costs of the plan. It is likely that
the actual cost of M4A would be substantially greater than these estimates, which assume
significant administrative and drug cost savings under the plan, and also assume that healthcare
providers operating under M4A will be reimbursed at rates more than 40 percent lower than
those currently paid by private health insurance.
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The Costs of a National Single-Payer Healthcare System

Charles Blahous

The cost of adopting a national single-payer healthcare system is a critical factor in assessing
whether such a system is desirable or practicable. The leading current bill to establish single-payer
health insurance, Senator Bernie Sanders’s (I-VT) Medicare for All Act (M4A), would under
conservative estimates increase federal budget commitments by approximately $32.6 trillion
during its first 10 years of full implementation (2022-2031), assuming enactment in 2018.! This
projected increase in federal healthcare commitments would equal approximately 10.7 percent of
GDP in 2022, rising to nearly 12.7 percent of GDP in 2031 and further thereafter. For perspective
on these figures, consider that doubling all currently projected federal individual and corporate
income tax collections would be insufficient to finance the added federal costs of the plan.? The
federal cost increase would by itself be more than two times all currently projected federal
discretionary appropriations, including all defense as well as domestic discretionary spending.’

1t is likely that the actual cost of M4A would be substantially greater than has been
estimated from its legislative text. That text specifies that healthcare providers including
hospitals, physicians, and others will be reimbursed for all patients at Medicare payment rates,
which are projected to be roughly 40 percent lower than those paid by private insurers during

the first 10 years of M4A’s proposed implementation.* By assuming these payment reductions

! For a summary of the provisions of the Medicare for All Act, see Katie Keith and Timothy Jost, “Unpacking the
Sanders Medicare-for-All Bill,” Health Affairs, September 14, 2017,

? This statement refers 1o income tax collections only, not to Social Security or Medicare payroll taxes.

* Congressional Budget Office (CBO), The Budget and Economic Outlook: 2018 to 2028, April 2018, table 4-1. In
other words, it would be less expensive to the federal government to triple all projected appropriations than to enact
M4A.

* Medicare for All Act of 2017, S. 1804, 115th Cong. (2017); and Centers for Medicare and Medicaid Services
{CMS), Office of the Actuary, Projected Medicare Expenditures under an lllustrative Scenario with Alternative
Payment Updates to Medicare Providers, June 5, 2018.
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will be implemented and sustained, these cost estimates essentially represent a lower bound. To

ease the interpretation of these estimates, the following simplification of the calculations is

provided in table 1, using the year 2022 as an example. Table 2 (page 7) provides further details

of the 10-year estimates.

Table 1. Effects of M4A in 2022

individual effect of MAA

Cost of individual effect

2022 currently projected personal healthcare spending $3.859 trillion
+ healthcare utilization increase +$435 billion
- provider payment cuts - $384 billion
— lower prescription drug costs ~$61 billion
= 2022 personal healthcare spending under M4A = $3.849 trillion
2022 currently projected national health expenditures (NHE} $4.562 trillion
- decreased personal health spending ($3.859T —~ $3.849T, per above) - 10 billion

-~ administrative cost savings ~$83 billion

= 2022 NHE under M4A $4.469 trillion
2022 federal share of NHE under M4A $4.244 trillion
- currently projected federal health subsidies —$1.709 trillion
= net addition to 2022 federal costs under M4A = $2.535 trillion

As shown in table 1, US personal healthcare spending is currently projected to be

$3.859 trillion in 2022. Enacting M4A would increase healthcare utilization by covering the

previously uninsured, by eliminating cost-sharing for those already insured, and by increasing

the range of health services covered. These effects are estimated to add $433 billion to national

healthcare spending. The plan would sharply cut payments to providers, subtracting $384

billion, and has also been credited with $61 billion in lowered prescription drug costs.

Combining these effects results in projected personal health spending in 2022 of $3.849

trillion, a slight net decrease of $10 billion.
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National health expenditures (NHE) are currently projected to be $4.562 trillion in 20227
Subtracting the $10 billion decrease in personal health spending, as calculated in the previous
paragraph, and crediting the plan with $83 billion in administrative cost savings results in an
NHE projection under M4A of $4.469 trillion. Of this, $4.244 trillion in costs would be borne by
the federal government. Compared with the current projection of $1.709 trillion of federal
healthcare subsidy costs, this would be a net increase of $2.535 trillion in annual costs, or
roughly 10.7 percent of GDP.

Performing similar calculations for each year results in an estimate that M4A would add
approximately $32.6 trillion to federal budget commitments during the period from 2022 through
2031, with the annual cost increase reaching nearly 12.7 percent of GDP by 2031 and continuing
to rise afterward.

Large though these dollar figures are, they are broadly consistent with those estimated by
other experts in advance of the M4A bill’s introduction in September 2017.° In 2016, an Urban
Institute (UI) team projected that Senator Sanders’s proposal as described during his presidential
campaign would add $32 trillion to federal spending in the years spanning 2017 through 2026, a
projection that included a $2.94 trillion federal cost estimate of the plan’s provisions for covering
long-term supports and services (LTSS).” Also in 2016, the Center for Health and Economy
(CHE) projected that from 2017 through 2026, the Sanders proposal would increase federal

budget deficits by $27.3 trillion.® The CHE score did not include an estimate of increased LTSS

* NHE differs from personal health spending in that NHE also includes expenditures for research, structures and
equipment, and administrative costs.

© Medicare for All Act of 2017, S. 1804, 115th Cong. (2017).

7 John Holahan et al., The Sanders Single-Payer Healthcare Plan: The Effect on National Health Expenditures and
Federal and Private Spending (Washington, DC: Urban Institute, 2016), tables 1 and 9.

& Center for Health and Economy, “Medicare for All: Leaving No One Behind,” HealthAndEconomy.org, May 1, 2016,
table 6. The $27.3 trillion estimate arises from the difference between the two subtotals provided on table 6 for costs
and savings, respectively, under the Sanders plan, excluding the deficit effects embedded in the current-law baseline.
CHE authors confirmed this interpretation when reviewing a draft of this paper and in a separate email exchange.
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costs. Emory University professor Kenneth Thorpe estimated the federal financing required for
the proposal at $24.7 trillion from 2017 through 2026, also not including LTSS.” When
considering the same years and the same benefit provisions, these other independent estimates
are quite close to those presented in this paper.

The estimates in this study focus primarily on the 10-year window of 2022 through 2031
because the M4A bill provides for a four-year phase-in period during which increasing numbers
of individuals (phased in by age) would be permitted to buy into a transitional public health plan.
Estimating a voluntary take-up rate during this transition period is inherently speculative, and
even if that rate could be projected with precise accuracy, the projections would not fully reflect
the eventual costs of a national single-payer system. Alternatively, if the single-payer system in
the M4A bill were fully effective beginning in 2019, the net additional federal cost would be
approximately $27.7 trillion (conservatively estimated) during the 10-year window (2019-2028)
shown in table 3 (page 22). The details of these and other key assumptions are discussed in the

following sections of this paper.'¢

?(}(eqngh E. Thorpe, “An Analysis of Senator Sanders Single Payer Plan,” Healthcare-Now.org, January 27, 2016.
Shifting from private to public financing of medical care would have potentially significant but unforeseeable
effects on the allocation of medical goods and services, which this study does not attempt to model.
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Increased Demand and Utilization

MA4A would increase healthcare demand and utilization in at least three important ways. First, the
plan would provide health insurance coverage to all Americans who are currently uninsured,
greatly increasing their utilization of healthcare services. ' Coverage of the currently uninsured is
estimated to increase their health service costs by roughly 89 percent.'

Second, the plan would expand the range of services covered by existing insurance,
explicitly covering dental, vision, and hearing care for all participants. 13 This, too, would
increase utilization of such services in addition to shifting their financing from private to public
spending, especially for those now reliant on traditional Medicare. Currently, only 12 percent of
all personal healthcare expenses in the United States are paid out of pocket, while 22 percent are
paid by Medicare. By contrast, 40 percent of national dental care expenses are paid out of
pocket, while the national share financed by traditional Medicare rounds to 0 percent.'* This
indicates that the addition of dental, vision, and hearing benefits will substantially increase total

projected health service utilization and costs."”

*! There remain approximately 30 million uninsured Americans in 2018. See Centers for Medicare and Medicaid
Services (CMS), NHE Projections 20172026, February 2018, table 17.

"2 Kenneth Thorpe estimates that covering the uninsured would increase total spending per person by 70 percent,
citing research by Jack Hadley and coauthors. Kenneth Thorpe, “Why Sanders’s Single-Payer Plan Would Cost More
Than His Campaign Says,” American Prospect, February 29, 2016; and Jack Hadley et al., Covering the Uninsured
in 2008: A Detailed Examination of Current Costs and Sources of Payment, and Incr ! Costs of Expandi
Coverage (Washington, DC: Henry J. Kaiser Family Foundation, August 2008). Hadley and his coauthors “assume
that the coverage offered to uninsured people would be broadly similar to the range of coverage currently held by
low- and lower-middle-income people,” rather than the first dollar coverage the M4A bill would provide. Adjusting
for increased utilization patterns associated with higher-value insurance in recent research literature produces an
estimated utilization increase of 89 percent. Thorpe agrees that 70 percent is “likely low” using the same reasoning.
The 89 percent assumption occupies a middle ground between Thorpe’s assumption and the UI team’s projections.
The UI team estimated that spending “for the otherwise uninsured would increase 169.5 percent” after all relevant
cost-affecting factors, including utilization increases, were incorporated. See Holahan et al., Sanders Plan,

" Medicare for All Act of 2017, § 1013. Dental, vision, and hearing services encompassed roughly 5 percent of all
US personal health expenses in 2017, See CMS, NHE Projections 2017-2026, table 2.

' CMS, NHE Projections 20172026, tables 5 and 8.

"* The demand increase for these services is estimated at 15 percent, employing the methodology described in the
footnotes for the subsequent paragraph. Estimates for vision and hearing services were made with assistance of
supplemental data from Berhanu Alemaychu and Kenneth Warmer, “The Lifetime Distribution of Healthcare Costs,”
Health Services Research 39, no. 3 (2004): 627-42.
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Finally, the plan’s requirement that “no cost-sharing, including deductibles, coinsurance,
copayments, or similar charges, be imposed on an individual” would also significantly increase
healthcare utilization.'® As a general rule, the greater the percentage of an individual’s healthcare
that is paid by insurance (i.e., the insurance’s actuarial value, or AV), the more healthcare services
an individual tends to buy. There is an extensive literature devoted to estimating how much
individuals increase their use of healthcare as the AV of their insurance increases—which, in the
case of M4A, would be to an AV of essentially 100 percent.'” Providing this first-dollar coverage
is estimated to induce 11 percent additional demand for those currently covered by private

insurance and 16 percent for those now in traditional Medicare without supplemental coverage.'®

' Medicare for All Act of 2017, § 202. Minor exceptions are included in the text, including cost-sharing designed to
incent the use of generic drugs as well as cost-sharing for LTSS benefits.

' In addition to other references provided with this study, see Robert H. Brook et al., The Health Insurance
Experiment: A Classic RAND Study Speaks to the Current Healthcare Reform Debate (Santa Monica, CA:

RAND Corporation, 2006). As the reference notes, the Rand study was “one of the largest and most

comprehensive social science experiments ever performed in the United States,” and “led to over 300

publications, including journal articles, reports, and books.”

'® Estimates of average AV provided by employer-sponsored insurance (ESI) include Frank McArdle et al., “How
Does the Benefit Value of Medicare Compare to the Benefit Value of Typical Large Employer Plans?: A 2012
Update” (Issue Brief, Kaiser Family Foundation, Menlo Park, CA, April 4, 2012) (86 percent); Thomas G. Moehrle,
“Measure of Generosity of Employer Sponsored Health Plans: An Actuarial Value Approach” (Office of Survey
Methods Research, Bureau of Labor Statistics, 2015) (88.9 percent); Jon R. Gabel et al., “Consumer Cost-Sharing in
Marketplace vs. Employer Health Insurance Plans, 2015,” Commonwealth Fund, December 21, 2015 (83 percent);
Actuarial Research Corporation for the US Department of Labor, Analysis of Actuarial Values and Plan Funding
Using Plans from the National Compensation Survey, May 12, 2017 (84.8 percent); and Linda J. Blumberg, John
Holahan, and Erik Wengle, “Are Nongroup Marketplace Premiums Really High? Not in Comparison with Employer
Insurance,” Urban Institute, September 2016 (83 percent). Combining and proportionately weighting these estimates
for ESI with those for ACA marketplace insurance (see Kaiser Family Foundation, “Marketplace Enrollment by
Metal Level,” KFF State Health Facts, June 30, 2016), cross-referenced with data on the numbers of those enrolled
in silver plans receiving cost-sharing assistance, as well as other private insurance (see CMS, NHE Projections
2017-2026, table 17), produces an aggregate estimate for the AV of private insurance plans of between 82 and 83
percent. The estimate of the induced demand increase associated with replacing these insurance policies with single-
payer insurance of AV 100 percent was derived on the basis of the HHS Notice of Benefit and Payment Parameters
for 2014. See HHS Notice of Benefit and Payment Parameters for 2014, 78 Fed. Reg. 15,410 (March 11, 2013).
Thorpe, in “Analysis of Senator Sanders Single Payer Plan,” and McArdle et al. estimate the AV for traditional
Medicare in the absence of supplemental coverage at 80 percent while Daniel W. Bailey, “Actuarial Value and the
Actuarial Value of Original A/B Medicare,” /n the Public Interest 9, no. | (2014): 27--34, estimates it at 84 percent.
The estimate of the additional demand from those previously enrolled only in traditional Medicare, induced by
raising Medicare’s AV to 100 percent, is a rough midpoint between the estimates that derive from applying the HHS
Notice factors to these AVs, and Marika Cabral and Neale Mahoney’s estimates of increased utilization observed in
Medicare beneficiaries when they acquire Medigap insurance that covers most expenses. See Marika Cabral and
Neale Mahoney, “Externalities and Taxation of Supplemental Insarance: A Study of Medicare and Medigap”
(NBER Working Paper No. 19787, National Bureau of Economic Research, Cambridge, MA, October 2017).
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Provider Payment Reductions
To offset the substantial cost increases created by stimulating additional consumer demand for
and utilization of healthcare, the M4A bill would constrain expenditures by subjecting healthcare
providers—including hospitals, physicians, and others—to Medicare payment rates. 1% Under
current law, Medicare reimburses healthcare providers at much lower rates than private health
insurance does. In 2014, Medicare hospital payment rates were 62 percent of private insurance
payment rates and are currently projected to decline to below 60 percent by the time M4A would
be implemented, and to decline further afterward. Medicare physician payment rates were 75
percent of private insurance rates in 2016 and, per the terms of the Medicare Access and CHIP
Reauthorization Act of 2015 (MACRA), are projected to decline sharply in relative terms in
future years, also falling below 60 percent within the first full decade of M4A.2°

The M4A Act as introduced specifies that provider payment amounts are to be consistent
with those paid under current Medicare law.”! The adoption of Medicare payment rates would
represent a substantial reduction in provider reimbursements for care provided to everyone now
covered by private insurance (though it would also be a temporary increase in physician

payments for those now covered by Medicaid, which currently pays physicians at lower rates

¥ The methodology for estimating cost increases arising from greater utilization is as follows, Estimates of
national personal healthcare spending, total healthcare consumption, and NHE were taken from CMS, NHE
Projections 2017-2026. Estimates for years beyond 2026 were made by extrapolating the projected rates of
growth for these aggregates at the end of the 20172026 period. The share of expenditures financed by different
sources was determined by data from the US Department of Health and Human Services, “Medical Expenditure
Panel Survey,” AHRQ: Agency for Healthcare Research and Quality, accessed April 8, 2018, Discrepancies
between NHE and MEPS aggregates were resolved with assistance of insights in Didem Bernard et al.,
“Reconciling Medical Expenditure Estimates from the MEPS and NHEA, 2007, Medicare and Medicaid
Research Review 2, no. 4 (2012). Fortuitously, the ratios of the discrepancies analyzed in that article almost
exactly matched those between the 2014 NHE and MEPS data, making it straightforward to scale the reported
results in the MEPS to the NHE aggregates. This in turn enabled estimates of the shares of national health
spending financed by different insurance sources as well as out of pocket. Utilization changes were calculated for
different populations according to their current sources of health coverage, and the resulting spending projections
for each population were assembled to create aggregate personal healthcare spending projections under M4A.

* CMS, Office of the Actuary, Projected Medicare Expenditures under an lllustrative Scenario with Alternative
Payment Updates to Medicare Providers, June 5, 2018,

*' Medicare for All Act of 2017, § 611.

10
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than does Medicare).” For example, in 2014, hospitals were reimbursed just 89 percent of their
costs of treating Medicare patients and 90 percent of their costs of treating Medicaid patients—
losses that were offset by hospitals collecting private insurance reimbursement rates equaling
144 percent of their costs.”

It is unclear whether current-law Medicare provider and physician payment schedules
would be upheld even in the absence of M4A’s enactment. For example, the schedule for
Medicare physician payment growth constraints recently enacted in MACRA replaced other
constraints under the previous Sustainable Growth Rate (SGR) formula, which were repeatedly
overridden in periodic legislation before more recently being eliminated.”* It remains to be seen
whether MACRA will effectively restrain Medicare physician payment levels where SGR did
not, as well as whether Affordable Care Act (ACA) provisions will effectively restrain Medicare
provider costs over the long term.

Furthermore, it is not precisely predictable how hospitals, physicians, and other healthcare
providers would respond to a dramatic reduction in their reimbursements under M4A, well below
their costs of care for all categories of patients combined. The Centers for Medicare and Medicaid
Services (CMS) Office of the Actuary has projected that even upholding current-law
reimbursement rates for treating Medicare beneficiaries alone would cause nearly half of all
hospitals to have negative total facility margins by 2040.>° The same study found that by 2019,
over 80 percent of hospitals will lose money treating Medicare patients—a situation M4A would

extend, to a first approximation, to all US patients. Perhaps some facilities and physicians would be

2 CMS, Projected Medicare Expenditures.

* American Hospital Association, TrendWatch Chartbook 2016: Trends Affecting Hospitals and Health Systems,
2016, appendix 4, table 4.4.

* Stan Veuger and Jeffrey Clemens, “Repeal of the Medicare Sustainable Growth Rate: Direct and Indirect
Consequences,” AMA Journal of Ethics 17, no. 11 (2015); 1053-58.

# CMS, Projected Medicare Expenditures. Also see CMS, Office of the Actuary, Simulations of Affordable Care
Act Medicare Payment Update Provisions on Part A Provider Financial Margins, June §, 2018,
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able to generate heretofore unachieved cost savings that would enable their continued functioning
without significant disruptions. However, at least some undoubtedly would not, thereby reducing
the supply of healthcare services at the same time M4A sharply increases healthcare demand. It is
impossible to say precisely how much the confluence of these factors would reduce individuals’
timely access to healthcare services, but some such access problems almost certainly must arise.

Anticipating these difficulties, some other studies have assumed that M4A payment rates
must exceed current-law Medicare payment rates to avoid sending facilities into deficit on average
or to avoid triggering unacceptable reductions in the provision and quality of healthcare services.”®
These alternative payment rate assumptions substantially increase the total projected costs of M4A.
Specifically, they would mean payment rates being set higher than they are under current Medicare
taw and lower than those now paid by private insurance. Even with a higher payment rate
assumption, the Ul team determined that “not all increased demand could be met because provider
capacity would be insufficient.” This constraint is reflected in their final cost estimates.”’

In contrast with Thorpe’s and the UI team’s earlier estimates, the estimates in this study are
based instead on the language of the M4A bill as subsequently introduced, imposing Medicare
payment rates on all providers and thereby substantially reducing national average provider
payment rates relative to current taw.?® Had this study assumed instead that total provider payment

rates under M4A would be set to remain equal on average to the current-law blend of higher

% Holahan et al., Sanders Plan. 8, 13, and 16; and Thorpe, “Analysis of Senator Sanders Single Payer Plan,” 2 and 6.
%7 Holahan et al., Sanders Plan, 8.

% Medicare for All Act of 2017, § 611. Again, this also includes an offsetting increase for physicians currently
treating Medicaid patients. First, NHE data were used to divide projected personal healthcare expenditures into shares
for hospital care, professional or physician services, home healthcare, nursing care, and other healthcare. Then, NHE
tables 6, 7, 10, 13, and 14 were used to determine the share of each of these expenditures paid by private insurance
under current law. Provider payments for costs now incurred by private insurance in each of these areas were reduced
according to the projected ratios of Medicare payment levels to private payment levels specified by John D, Shatto
and M. Kent Clemens in CMS, Office of the Actuary, Projected Medicare Expenditures under an lllustrative
Scenario with Alternative Payment Updates to Medicare Providers, June 5, 2018. Projected physician payments
under Medicaid were increased to Medicare levels according to the percentages specified in CMS, Projected
Medicare Expenditures. The resulting aggregate payment reductions were then reconciled with MEPS data.
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private and lower public reimbursement rates, the resulting cost estimates would be substantially
larger: $38.0 trillion from 2022 through 2031, or $32.1 trillion if M4A were fully implemented
from 2019 through 2028.%° The federal cost increase would approach 14.8 percent of GDP in 2031,
the last of the initial 10 years of proposed full implementation. This altered assumption would
result in these estimates, on an annual basis, being within the range of estimates spanned by

Thorpe, CHE, and the UI team, all working in advance of specific legislative text.”®

Drug Costs

This analysis credits the M4A proposal with approximately $846 billion in additional savings
over the 2022-2031 period from negotiating lower prices for prescription drugs. This is an
aggressive assumption reflecting the intent of the bill to empower the secretary of Health and
Human Services (HHS) to negotiate lower drug prices on behalf of beneficiaries and specifically
to “promote the use of generic medications to the greatest extent possible.”*! There are limits to
the potential effectiveness of this approach to lowering healthcare costs. Generics have prices 75
to 90 percent lower than those of brand-name drugs, but they already make up roughly 85

percent of all prescription drugs sold.?

* The average of current-law reimbursement rates is a function of a blend of private insurance rates (which are
higher) and public sector rates (which are lower). In other words, the alternative assumption described in this
paragraph specifies that M4A s universal payment rates would be set between current public and private rates so that
national average reimbursement rates do not change relative to current law.

* A $32.1 tritlion federal cost estimate over 2019-2028 would be approximately equivalent to a $28.9 trillion cost over
2017-2026 if fully effective during that time, a number within the range of estimates produced separately by the Center
for Heath and Economy, Kenneth Thorpe, and the Urban Institute. Those estimates, like those in this study, project the
effects of adopting public financing along the lines stipulated by the text of the M4A Act. It should be noted that fiscal
outcomes could vary significantly if the private sector retains a substantial role in healthcare financing, as has remained
the case in several European nations. See Sarah Thomson, Thomas Foubister, and Elias Mossialos, Financing
Healthcare in the European Union: Challenges and Policy Resp {Copenh World Health Organization, 2009).
3! Medicare for All Act of 2017, § 614,

32 Medicare Payment Advisory Commission, Report to the Congress: Medicare Payment Policy, March 2017, 405
10. Also see Statista, “Proportion of Branded Versus Generic Drug Prescriptions Dispensed in the United States
from 2005 to 2016,” Statista, May 2017. Other estimates of current generic drug penetration are higher. For
example, see Assaciation for Accessible Medicines, 2017 Generic Drug Access and Savings in the U.S., 2017.

13
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Additionally, prescription drugs account for only 10 percent of total national health
expenditures.” This analysis assumes virtually perfect success for M4A in replacing brand-name
drugs with generics, both for those now on Medicare as well as for the population as a whole;
therefore, actual savings are likely to be less than assumed under these projections.* Itis a
matter of wide speculation whether granting negotiating power to the HHS secretary could
produce savings beyond these aggressive assumptions with respect to generic drug penetration *
Even if such a grant of power achieved greater savings, however, such additional savings are
likely to be offset by imperfect success in eliminating brand-name drug purchases in favor of
generics.> These cost estimates do not reflect other potentiai effects of the proposed policy, such

as lessened pharmaceutical innovation.

Administrative Savings

This analysis assumes substantial administrative cost savings generated by replacing private
insurance with national single-payer insurance, specifically a reduction of seven percentage
points (from an estimated 13 percent to 6 percent) in the administrative cost of covering those
now holding private insurance.’” Again, this is an aggressive estimate of administrative savings

that is more likely to lead to M4A costs being underestimated than overestimated.

33 CMS, NHE Projections 2017-2026, table 2. This figure does not include drugs dispensed in an inpatient setting,
3 Specifically, the assumption is that the approximately 15 percent of prescription drugs that are now brand-name
drugs will all be replaced by generics with an average cost savings of 80 percent per prescription, reducing total
frescription drug costs by 12 percent.

* See Committee for a Responsible Federal Budget, “Fact Sheet: How Much Money Could Medicare Save by
Negotiating Prescription Drug Prices?,” CRFB.org, April 11, 2016.
3 For example, the fact that prices are not now negotiated by the federal government may be a factor currently
contributing to the already high levels of generic penetration of the drug market.
*7 See page 5 of the PDF version of Center for Health and Economy, “Medicare for All: Leaving No One Behind,”
HealthAndEconomy.org, May 1, 2016.

14
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Current administrative cost rates for Medicare as a whole are cited as being roughly 4
percent, though closer to 6 percent for Medicare Advantage.*® It is unlikely that the population
now privately insured could be covered by M4A with administrative costs as low as 4 percent.
Administrative cost rates are calculated as a percentage of total insurance costs, and these total
costs per capita under private insurance are currently less than half of what they are in
Medicare.” In other words, one reason Medicare’s administrative cost rates appear to be so
much lower than private insurance rates is that they are expressed as percentages of Medicare’s
overall per capita costs, which are much higher. These higher Medicare costs exist primarily
because Medicare serves an older population that consumes more healthcare services than the
generally younger population now served by private insurance.

Moreover, even if administrative cost rates could be lowered by more than seven
percentage points, there would be offsetting cost increases. A further reason private insurance
administrative costs are relatively higher is the necessity of policing fraudulent or other improper
payments to ensure an insurer’s continued solvency and to provide competitive value to its
customers. Although government also polices fraud within its health insurance programs,
financial survival and business competitiveness are concerns from which government-provided

insurance is generally exempt. The Government Accountability Office found approximately

* For the 4 percent citation, see page 5 of the PDF version of Center for Health and Economy, “Medicare for All:
Leaving No One Behind,” HealthAndEconomy.org, May 1, 2016. For the 6 percent figure, see Kip Sullivan, “How
to Think Clearly about Medicare Administrative Costs: Data Sources and Measurement,” Journal of Health Politics,
Policy and Law 38, no. 3 (2013): 479-504. Holahan and his coauthors conclude that 6 percent is “the appropriate
figure for estimating proposals that build upon the entire Medicare program.” Holahan et al., Sanders Plan, 9.
¥ys Department of Health and Human Services, “Medical Expenditure Panel Survey,” AHRQ: Agency for
Heglthcare Research and Quality, accessed April 8, 2018. Also see Robert A. Book, “Medicare Administrative
Costs Are Higher, Not Lower, Than for Private Insurance” Heritage Foundation, June 25, 2009. Book notes that
Medicare’s “administrative costs are spread over a larger base of actual healthcare costs.” MEPS data substantiate
Book’s assertion. For example, the MEPS data show that in 2014, individuals younger than 65 making claims on
private insurance had an average of $4,421 in expenses per person, whereas those over 65 making claims on
Medicare alone had average expenses of $9,221 per person, with still higher expenses per person for those carrying
Medicare in addition to other private or public insurance.
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$96 billion in improper Medicare and Medicaid payments in 2016, by itself more than twice the
total government expenditures on health insurance administration. *

One apparent consequence of government’s lesser investment in insurance administration
is a substantial additional cost associated with improper payments.* Considering the various
factors acting in combination, it is unlikely that total savings arising from less expensive
administration could exceed the seven percentage point reduction assumed here.

Beyond this, other policy and political dynamics of federally administered insurance
should tend to increase total costs. This is evident in the text of the M4A bill, which, among its
other provisions, includes a line item authorizing expenditures of up to 1 percent of the total
national health budget during its first five years for “programs providing assistance to workers
who perform functions in the administration of the health insurance system and who may
experience economic dislocation as a result of the implementation of this Act.”* The policy and
political dynamics that gave rise to this proposed spending program would likely give rise to
others in the course of enacting and implementing M4A, reducing net savings from lowered
administrative costs.

The M4A bill provides for a national health budget through which the federal
government would finance additional health-related spending in a number of areas, including
health professional education, innovation, and capital expenditures.*® It is impossible to predict

precisely the extent to which private-sector investments would be crowded out by increased

* Government Accountability Office, “Medicare—High Risk Issue,” GAO.gov, accessed April 11, 2018; and
Government Accountability Office, “Medicaid—High Risk Issue,” accessed April 11, 2018. Government
administration costs are from CMS, NHE Projections 20172026, table 2.

* As another example, see Office of Inspector General, Department of Health and Human Services, California
Made Medicaid Payments on Behalf of Newly Eligible Beneficiaries Who Did Not Meet Federal and State
Requirements, February 2018. The OIG found that in a sample of 150 beneficiaries, Medicaid payments were made
on behalf of 38 individuals who were either ineligible or potentially ineligible for coverage under the program.

*2 Medicare for All Act of 2017, § 601.

* Medicare for All Act 0f 2017, § 601.
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federal activity in these areas. These projections incorporate rough estimates of these
movements, but because this subcategory ofhealth spending constitutes less than 5 percent of all

NHE, inevitable errors of estimation will not qualitatively affect the aggregate projections.**

Long-Term Services and Supports

The M4A bill contains a “maintenance of effort” provision requiring states to continue their
LTSS expenditures under Medicaid at current-law levels, automatically indexing the growth of
these commitments going forward.*’ Lacking a model that permits an independent estimate of
this provision’s effects, this study incorporates projections of state Medicaid spending on LTSS
under current law published by the Ul team, interpolating and extrapolating from the Ul team’s
published figures to arrive at estimates of continuing state expenditures conforming to the
effective dates in the M4A bill.

Consistent with the assumptions employed throughout this paper, the resulting implicit
estimates of national and federal spending on LTSS should be regarded as conservative.
Although the M4A bill does not explicitly provide for new LTSS coverage, its broader expansion
of health insurance coverage would likely increase the numbers of individuals utilizing LTSS
benefits authorized under current law. This study’s assumption of no net increase in LTSS
benefit utilization, in addition to the assumption that M4A’s “maintenance of effort” provision
successfully binds state governments, is an additional factor contributing to these projections’

being more likely to underestimate costs than to overestimate them,

“ CMS, NHE Projections 20172026, table 2. It is assumed that the federal share of healthcare research would
remain essentially unchanged but that the federal government would finance a preponderance of new capital
expenditures, based on a rough interpretation of the Medicare for All Act text. Alternative assumptions would cause
only very minor changes to the aggregate cost projections.

% Medicare for All Act of 2017, § 204 and § 901. This “maintenance of effort” requirement does not apply to the
rest of current-law state Medicaid spending.
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Effects on National Health Expenditures and the Federal Budget
Table 2 summarizes the financial effects of the M4A bill over its first 10 years of full
implementation, which would be 2022 through 2031 if enacted in 2018. One striking finding
evident in the table is that, even under the assumption that provider payments for treating
patients now covered by private insurance are reduced by over 40 percent, aggregate health
expenditures remain virtually unchanged: national personal healthcare costs decrease by less
than 2 percent, while total health expenditures decrease by only 4 percent, even after assuming
substantial administrative cost savings. The additional healthcare demand that arises from
eliminating copayments, providing additional categories of benefits, and covering the currently
uninsured nearly offsets potential savings associated with cutting provider payments and
achieving lower drug costs. Thus, the essential expenditure change wrought by movement to a
single-payer system would be to replace private spending on healthcare with government
spending financed by taxpayers.*® At the same time, more generous healthcare insurance would
be provided to everyone at the expense of healthcare providers, who would face reimbursements
substantially below their service costs. As noted previously, whether providers could sustain
such losses and remain in operation, and how those who continue operations would adapt to such
dramatic payment reductions, are critically important questions.

While these estimates show little net change in NHE, the same cannot be said of the
projected effects on the federal budget. Table 2 includes an estimate for the net increase in
federal health budget commitments of $32.6 trillion from 2022 through 2031, which, by itself, is

more than all federal individual and corporate income taxes projected to be collected during that

* Again, the assumption of public financing is retained throughout this study pursuant to the language of the MAA
bill text. International experience has been that private financing often retains a substantial role. See Thomson,
Foubister, and Mossialos, Financing Healthcare in the European Union.
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time period.*’ This net increase in federal budget commitments was calculated by comparing
projected federal obligations under M4A with Congressional Budget Office (CBO) estimates of
current-law federal subsidies, including not only direct spending on Medicare, Medicaid, the
Children’s Health Insurance Program (CHIP), and ACA marketplaces, but also subsidies
provided through the tax code, such as the tax exclusion for employer-provided coverage as well
as ACA-related tax credits. Some of these current subsidies are scored under budgeting
conventions as federal revenue losses rather than spending outlays, but they all contribute to
federal commitments for healthcare under current law. Netted against the current federal subsidy
totals are certain revenue collections that would presumably be obviated in the course of enacting
single-payer healthcare, including penalties on employers for failing to provide health insurance,
taxes on health insurance providers, and the so-called Cadillac plan tax on high-premium health
insurance plans.*®

It should be noted that M4A’s elimination of employer-sponsored insurance, including the
federal tax preferences now accorded to it, should increase worker wages net of employer-
provided health benefits. These estimates incorporate the increased federal revenues CBO projects

to arise from subjecting these higher expected wages to federal taxation. Thus, at the same time

47 CBO, Budget and Economic Outlook, table 3-1. For purposes of this and other calculations, this study assumes
full benefits will be paid without regard to the balance of funds in the M4A’s Universal Medicare Trust Fund.
M4A’s legislative text provides that such a trust fund will be established and will receive funds that would
otherwise be appropriated to finance payments for Medicare, Medicaid, and other federal health programs, as well
as revenues arising from changing the tax treatment of private insurance. The trust fund revenue resources
enumerated in the M4A text could fail well short of the amounts necessary to finance full promised benefits. For
example, under current law the revenues aflocated to the Medicare Hospital Insurance (H1) Trust Fund are
insufficient to finance Medicare HI benefit payments, with the result that after HI Trust Fund depletion (now
projected for 2026), “revenues would be inadequate to fully cover costs” and therefore “payments would be
reduced.” See Boards of Trustees of the Federal Hospital Insurance and Federal Supplementary Medical Insurance
Trust Funds, 2018 Annual Report, June 5, 2018, 2 and 26. Although M4A wonld establish a trust fund that is
analogous to Medicare’s HI trust fund in some respects, the legislative language has been interpreted herein as a
federal commitment to pay full benefits irrespective of trust fund asset levels.

* CBO, Federal Subsidies for Health Insurance Coverage for People under Age 65: 2018-2028, May 23, 2018;
CBO, Medicaid Spending and Enrollment—CBO’s April 2018 Baseline, April 2018; and CBO, Medicare—CBO’s
April 2018 Baseline, April 9, 2018.
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that M4A would dramatically increase federal spending, it would increase taxable worker wages
net of employer-provided benefits, while also relieving individuals, families, and employers of the
substantial health expenditures they would experience under current law. It would also relieve
states of such Medicaid expenditure obligations as are transferred to the federal government.
These offsetting effects should be considered when weighing the implications of requiring federal
taxpayers to finance the enormous federal expenditure increases under M4A.

These estimates should be understood as projecting the added federal cost commitments
under M4A, as distinct from its net effect on the federal deficit. To the extent that the cost of
M4A is financed by new payroll taxes, premium collections, or other revenue increases, the net
effect on the federal budget deficit would be substantially less.*

Because the dollar figures presented in table 2 are enlarged by encompassing the 2022
through 2031 window for full implementation, table 3 presents a hypothetical alternative
scenario in which all of the plan’s benefit provisions are fully effective by 2019. In this
hypothetical scenario, the 10-year (2019-2028) net federal budget cost would be $27.7 trillion,
rising from roughly 10.4 percent of GDP annually in 2019 to 11.3 percent in 2028,

Tables 4 and 5 (pages 23 and 24, respectively) present alternative scenarios in which
provider payment levels are not reduced to Medicare rates; instead, provider and physician
reimbursement rates remain unchanged from current projections on national average. Under this
scenario, the net added federal costs of M4A would be $38.0 trillion from 2022 through 2031,
rising from approximately 12.3 percent of GDP in 2022 to nearly 14.8 percent of GDP in 2031
and continuing to rise afterward. If the benefit provisions of M4A under this higher payment

scenario were fully effective by 2019 instead, then added federal costs would be $32.1 trillion by

* Beyond the transition period, the text of the Medicare for All Act does not specify what premiums might
ultimately be assessed.
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2028, rising from roughly 11.9 percent of GDP to 13.3 percent of GDP over that 10-year period.
For perspective on these estimates, consider that all of the various current-law federal health
subsidies tabulated earlier in this paper currently total approximately 6.6 percent of GDP, to
which the costs above would be added.

As noted earlier, the federal cost of enacting the M4A Act would be such that doubling
all federal individual and corporate income taxes going forward would be insufficient to fully
finance the plan, even under the assumption that provider payment rates are reduced by over 40
percent for treatment of patients now covered by private insurance. Such an increase in the scope
of federal government operations would precipitate a correspondingly large increase in federal
taxation or debt and would be unprecedented if undertaken as an enduring federal commitment.™®
There should be a robust public discussion of whether these outcomes are desirable and

practicable before M4A’s enactment is seriously considered.

% Federal expenditures as a percentage of GDP rose dramatically but temporarily upon US entry into World War
11, as distinct from the ongoing spending commitments associated with M4A.

21



132

(44

8102 6 1MV ‘9207-8107 -y00pnQ druoucaq pus ja8prg 41 ‘08D

PUNRIM B U0 SIND00 {J83K [RISY 1XOU BY) JO 1BlS 3Y1)

[ 13G0I0Q) 2SNEDIG §ZOT UIYIIM 1dd0 03 patosfoid syuswked a1eaipajy [BUOHIPPE 9Y3 40 siuaunsnipe yiim ‘g707 puokeq pasefodenya alom sejpwnss gD "8107 ‘6 [udy ‘auyasng
8107 114dY 5.0GD—2402Pp ‘0L P ‘3107 1V “2uijasvg 107 1tdy s,0g)—wauijjoaug puv Suipuads pootpapy ‘08D ‘810 ‘€T AN ‘9C0C-810¢ 159 28y 4opun aydoa  4of

B042407) 2OUDIRSUT YIJTIF] 40f SHPISGNS [043pa,] ‘OFD) 29§ "siopiaocid pue suejd sousinsul Yijeay uo soxe; pue sanjeusd syep Kopdus wroxg Jo 190 ‘Suipuny yoeasax
PUE SAIPISQUS YV JOYI0 ‘JTHD ‘98810400 soejdivyrewt vV pus papiacid-1akoiduws xoi satpisqns xey ‘51d19001 Jo 19U sAepno a1edipajy ‘siuowided prestpojy [R10pa) SOPTOUL ST
B
(L107) BUOD ST “YORT 'S “LT0Z JO WV [V 10} PO pue ‘uvjd 2. 1DOH] 454D -2j3UlS S4OPUDS [ 10 URGRIOH "HHN W0l
soanyipuadxs jended pue ‘yoressar yo Furpuny aieis 10 gjealrd ponunuod ‘S8 1T 10) Aed 1x00d-Jo-1mo panut pue d 0§50 jo TRLU,, DIEIS SI0BNGNS STY L
»

‘porejodenxo { 91qwl ‘9207, 10T S1ol2a{o4d FHN ‘SO R

‘Juriesy pue “UOISIA “TRIULP OPRIOUL

01 311080180 a3e10A00 Surpuedxs Aq pue sypwAedos pue serquonpep Funpwws £q S0URINSUL JO IN[EA [PLEMIR oY) SuIsesssut ‘pamsurun sy) SULISA0D JO SI051J0 SOPROUT S|, o
“Appoexaut ppe o1 s1e801F3e euoneu uisnes ‘g o) pspunol aie s{e301 10803183 [[RS SWIOS ‘YEP SIFIN oW Ul ‘6] NOWOO] Ul pautejdXa SE LILP SATIN YIIM UOTRI[IOH0DDS

Jo 9sne0dq (698°C A 6$8°€ “§'0) $a1qeI GHN 2y Ul 5oy woly ARYSIS JogJIp 2304 pajeInoed [0} AU, “pajriodenxe ‘g 3jqe) ‘107 A1eniqad ‘9707, 107 Suonvafosd JHN ‘SO ,

%ETT %ETT %lIT %0'TT %L TT %0TT  %L0T %401 %9'01 %¥01 40930 a8ejuaniad e S 1500 [eJapa) pappyY

91L'te 6LE'E vsT'e LIO'E 1€6°T 1£8'T 5047 §ES'C vsr'e ovE'Z S0Z'C VYN 19pun 3503 198png |Iapay pappy =
S9%‘Z~  ¢9T'l-  OET'T-  ¥86'T-  €E8'T~ OLL'T- 60LT- €481~  SLVTI-  90V'I- LSPISqNS Yijedy [esapay 1au pe1dafoid AjjusLnd —

vY8's 918's 0T's ST6'Y 049 SL¥'y by 920’y SI8'E TISE SVYPIA 13PUN JHN JO 31BYS 1A08 [RIDpDY

TLT°9 €28's vev's v8L'S £26'Y 1LY 69Y'y 6EC'Y 910’y w08t YN J9pun 3HN =

06T'T~ 641 89T~ 851~ 61—~ fa4 g 88~ £8~ 8~ vi- 0L~ $BuIARS 1502 “UlWPY ~
v 09— (4 - 9¢- 9z~ 81— [+15 G- [sd S+ Suipuads aseayyjesy us sBuLYD —/+
01V’ o' 969'S OLE'S 1606 618V 795V 4427 160V 898°¢  ,(IHN} sunjpuadxa yijeay jeuoiieu padaford Apuaung

ELE'S 890°S o8L'y 605y j3:74 4 080"y [3£:43 0S9°E LSY'E 182°¢ YHIN 1apun Buipuads aJesyljea =

769~ T6— 98~ 08~ QL 0L~ 99— 19— 16~ 2% 05~ sguiaes 1500 Snuqg -
THEr~ 125~ ors— 508~ £Lb- oy~ TIb-  yBE- 098~  LEE-  bIE- sale) juswhed aiedpsy Builiddy -
L8L'Y+ 609+ LS+ s+ T8+ S84+ 65+ SEP+ F4% 4 06E+ 0LE+ ammmkugu PIASEIUTUI WO PURLIBD PRONPUI PIPPY +
EEV'S ozr's 2484 9ys'y 60E'Y LL0'Y 658'€ $59°¢ 8SY'E 9LT'e Suipuads aiesyyeay jeuossad pajasfosd Apuaind

820Z-6102 8202 [£4:14 9707 5207 vz €207 p4414 1202 0207 6102

SIZ[[O(] JO SUOHIG U] ‘6107 U1 JANIT AR 194 SIBUIY J1 9V IV 10} S1RDPI JO S [EPUBULY € I[qLL

s3[qe veQ [puUOnIPPY xipusddy



133

€T

"810T °6 14OV “§207~§107 HOOINQ 24uiouosy puv 123png oy ] ‘080 ,

“pUN}PIM £ U0 SIND00 (180K [DSI) JXSU O JO LILIS O11)

1 33G03D() ISNBIDQ YT(Z UIYIM Jn0d0 01 paroafoxd siswed SIBMIPIA [EUOTHPPE i 0] sluausnipe gum wNON puoksq parejodenxs d1om sNBWNSS O 8107 °6 [Hdy ‘ouyasng
8107 14dy ,080~24021papy ‘OO Pue 'R107 1dy 2ulfasog 9167 1144y S, 08> j04UF pup Bujpuads prootpsp ‘08D '810 MN Ez 8C0T-810 ‘59 38y opun 3pdoag 4of

IBDIIA07) POUDINSUT YIDBE] 40f SAIPISGNS [PAP2.f *OFD 998 's1opiaoid pue suvyd souLInSuI YI[EAY UO SOXE] PUB SAU] WOIj SINUGASL JO JoU ‘BuIpuny yoressas
pue SAPISQNS YOV 1310 ‘JHD “28e10a09 sovjdiosyew vy pue papiacid-1akojduis 10} sarpisqns xey ‘s3diaoal jo jou mzmzno DO - Aed PIEOIPSA [RIOPI] SBPNIOUI SIY L,
B
(£107) OO WS Y081 'S “L10T IO 0V [TV 10J QIBOIPON PUB ‘U] 2400t D3Y] 124Df-2]3uiS S42pUDS T8 10 URYROH “HHN Wox
soxmipuadxa jendes pue ‘yoseasar Jo Supuny aress 1o aeaud ponunuos ‘g1 o siwswAed 1e3ood-Jo-1n0 panunuod pue Aed  uiop9 jo TRLL,, D1VIS SIOBNQNS SIYY

“patejodenxa ‘Y 9jqul ‘9207~ 107 suooafosd THN “SND v

*Juriesy pue ‘uoIsIA ‘[RJUAp apnjoUL

01 so1082380 010400 Suipuedxs Aq pue sjuswikedos pue sapqronpap Sur 110 Aq 1JO OnfeA {LIBIOR O3 SUISEAIOUT ‘paansurun oy SULISACD JO $199130 SIPN[IUT SIY ], .
“Apoexsut ppe 03 sa1e§0188e [Buoneu Suisned ‘g 01 PIPUNDI 21 S[EI0Y bomuau IeWws SWos ‘erep SJFW oY U 61 0W00J Ui paurejdxo se elep ST LM UOHBIIOUCIS]

3O 2sne09q (698°¢ 'SA 6$8°¢ “5°9) 5ajqer FHN Y ur osoi) woyy APYSS 1a1p 210y pajenoled s[eiol oy | "parejodenxs z 91qe ‘§107 baanom 9Z07~£ 107 Suoyaafodd FHN ‘SN .

%8 v %1 %0'vT %EET %LET %OET %8LT %8CT %LLT %ETT [dasie 2Bejuaasad e se 1500 [eiapay pappy

0S6'LE Ev6'y  L29Y IEEY  956'€ v6L'E 785'€ vor'e  BLTE  LITE 6167 WY Japun 3500 1a8png (eJapaj pappy =
80L'T~ 065'C~ 9LY'T~ S9VT- 29¢'e~ 012~ v86'T-  EE8T-  OLLT~ 60T~ ,SAIPISANS (ajeay |esapay 3au paydafosd Apuasin) —

159°¢ LIT'L £08'9 jraa:] 950'9 4739 88E'S TS 988y 829y HVYIN 13pUn FHN Jo Bieys 1008 |eiapay

050'8 065°L LST'L 8vL'e €9€°9 666'S 159°S P9E'S ser's 758y VPN Jopun gHN =

P73 o Y- 10z~ 061~ 641 891- 85T [ 28 wi- - d £8~ SBUIAES 3503 "UIWPY —
yEg'v+ €19+ 65+ LYS+ L15+ 681+ 79v+ 9EH+ STH+ Y6E+ vLE+ Buipuads aseayyjeay ul sdueyy +
189°L £1C°L 66L'9 01’9 wo'g 969°S OLE'S 160°S [:14:27 795y sainyipuadxa yyeay jeuoneu pejoafosd >.ummn_”_uv

L0T'L 6699 €19 056's 809's 987's 86y vel'y j92 44 EEUY VI 18pun Supuads aleayiesy =

bi74: A 4% S0~ 86~ 26— 98— 08— S~ 0L~ 99— 19— sBuiaes 3500 Snug —
0 [ 0 [+] 0 0 ¢ [} 0 [¢] 0 sadueyd JuswAhed Japinocad

TL9'S+ STL+ 89+ S¥9+ 609+ LS+ ps+ TIs+ 58p+ 65p+ SEp+  PBRIDAOD PASERIOUL WOL| PUBIBD PAINPUL PAPPY +
v6¥'9 Il 99LS 334 0zT's vZ8'y sy 60E'Y L0 658t HBuipuads siesygieay euosiad papaford Apuasin)

TE02

~zz02 €02 0€0Z 6207 8z02 L£202 920t 1412 pz414 £202 oz

SIB[IOQ JO SUOIIG Wl ‘SIN)) JuswiAL g FIPIAOLJ IIOUIM JIV [TV 405 2IBIPIA JO S10H [EPURHL] P d|qEL



134

144

‘8102 *6 1MAY ‘QZOZ~8107 JoopnQ druionosy puv 18png 341 ‘04D
‘PUSRISM B TO SINOD0 (1BIA [BISY 1XU 31 JO 11818 23}
1 139010Q) 251ED2q §TOT WYIA 1530 0] papsaford siuswed 1PN [RUCTHPPE JY) 10) Ipe ym “gz07 puoaq parejodenxa s1am SRBWNSS OHD) 8107 ‘6 [udy ‘auijasvg
8107 j1dy 5,080—24031p3 ‘OL0 Pt ‘8107 [udy ‘2uyasng @107 1Ay 5,08 wjfodug pup Buipuads prodipop ‘08D ‘810T €T AN ‘97028107 *¢9 28y 4apun ajdoad 10f
28042007y 20UDNSUY YIDBH] 40f SAIPISGNS [D43pa.4 ‘OF)) 998 s1apiaoid pue sue(d 2oueInsuL yIjeay Uo saxe) puw saujeuad epurti-aAo]duwa WOl SINUIALI JO 10U ‘FUIPUNY YoI8asaT
PpuE SOIpISQNS YOV JOYIo ‘dIHL) ‘08emnaon sopjdiasrenr v pue papiaoid-1okojdus 1oy saipisqns xe) ‘sidtadal JO 19U SAL[IN0 2IBIPII ‘studuiAed PIedIpOA] [8I3Pa] Sapnjoul siy [
B
(L107) BUODYISTT ‘P81 'S “LIOT IO 10V [IV 10) IBIIPIN PUE ‘uv] 24poyI[paf] 4240 d-2]5ul§ s4apuvs “[e 1o UBYR[OH "HHN WOy
samyrpuadxa jendeo pue ‘4oieasal Jo Suipury s1s 1o steald ponuiued ‘g1 T 1oy siuswked 19%00d-jo-1no panunos pug sjuswled  JI0JS JO SOUBUIIUIRML,, J1IS SIORHGNS SIYL
4
‘pavejodenyd [ 31qeY ‘9207-L 107 SHouI2fo1d FHN ‘SND R
"BuLIeay pue “UOISIA JeIUSP ApNjOUI
03 sarzoSores a3e19400 Jurpurdxa Ag pue sjuswAedods pue sejqnonpap Sunwmunye Aq 2oUBINSUL JO Snjea [vLIRNIOY o Suiseatou; ‘pansuiun o) FuiIoA00 JO $1091J9 SOpNIOUI SIY L
*Apoexaut ppe o sele8o135e [euonteu Sursnes ‘g 0) papUNOI aJe s[e10) K1030180 [[RWS SWOS ‘BIvp SJFIN Yt U] "6 J10UI00§ Ul pautejdxo se vIBp SN YiIM coamm:occoum
30 051800Q (698°€ "SA 668'€ “8:2) $31qe THN 243 Ut asoyy woy AByBYs loyip s1oy pajeinofed sje1ol 3y, “pasejodenxa ‘7 2[qel ‘§107 KIBNIGD ‘9707~ 10Z SUONI2/04d THN ‘SND .

%EET %TET %0'ET %8TL  %®LT  %LTT %ETT  %ETT  BL'TT  %6'TT 4,409 jo 38ejuadiad e se 3500 [elapay papPY
650'ZE 956'€ v6L'E Z85°€ vov'e  8LT'E  LITE 616°C EI8'T  LL9'T  61§T VbW 1apun 3500 128png |esapaj pappy =
sov'T— 297z  OET'ZT- 86T~  EE8'T-  OLLT-  60LT-  ELST- SLVI- 90VT- SaIpIsgns Yijesy (esapay 3au pardslosd Apuaund ~
120’9 9503 euL's 88¢’s  TIT's 988y 879y 98E'y STV SUG'E LVPIA JDPUR THN JO B1BYS 1 008 (£13D34
8vL'9 €9€°9 666'S 189S v9E's  sTrs 258y 865y  ESEV  LIT'W YHIN J3pUn 3HN =
0611~ 6L1~ 891 861~ (A% wi- 88— €8~ 8L~ i~ 0L~ STUIABS 3503 "UNUPY —
960'p+ LIS+ 68Y+ 97+ 134 STyt YBE+ VLEY GSE+ 9EE+ 6TE+ Buppuads aseayljeay us sBueyd +
OTY's  Tv0'9  969'S  OLE'S  T60'S 618 29§V Z2Ev 160 998'E coumpusdxe ueoy feuoEy pamalod %mm_uuuv
056'S 809'S 98¢'s 286y VLY TV EETY 0T0v  v6L'E  SBS'E VPIA Japun Butpuads sleayijeaq =
769~ 6~ 98~ 08~ Si~ 0L~ 99— 19~ £S5~ 5=~ 05~ sBuaes 3502 Brug ~
0 0 ) o 4] 0 0 0 0 0 1] saBuel Juatuied Japinctd
L8LY+ 609+ LG+ s+ 118+ $8h+ (39723 GEp+ LTp+ O6E+ 0LE+ nmmmgmsu PasE3IoUl WoJ) PUBWIBP PRINPLI PBPPY +
EEV'S 0zt’s 24:84 9vs'y  60EY  LLOD 658 SS9 8S¥'E  9LT'E (Sulpuads aleayijeay jeuosiad pajaafoad Ajuaind

Mwww 8202 Leoe 920 §202 vzoe €202 zeor 1Z0z 0702 6102

saefjoq] Jo suoypyg uy
“6T0T UI3ADIAYY AN 2134\ SIYUAG JI $IN)) JUdHAR JOPIAOLI INOYIIM 1DV [IV J10] 3IedIPSIA] JO S1I3H [erdueuyy ¢ dqeL



135

HEALTH POLICY CENTER

RESEARCH REPORT

The Sanders Single-Payer Health
Care Plan

John Holahan Lisa Clemans-Cope Matthew Buettgens Melissa Favreault
Linda J. Blumberg Siyabonga Ndwandwe
May 2016

CINSTITUTE



136

INSYILTUY E

ABOUT THE URBAN INSTITUTE

The nonprofit Urban Institute is dedicated to elevating the debate on social and economic policy. For nearly five
decades, Urban scholars have conducted research and offered evidence-based solutions that improve lives and
strengthen communities across a rapidly urbanizing world. Their objective research helps expand opportunities for

all, reduce hardship among the most vulnerable, and strengthen the effectiveness of the public sector.

Copyright © May 2016. Urban Institute. Permission is granted for reproduction of this file, with attribution to the
Urban Institute. Cover image by Tim Meko.



137

Acknowledgments

The Sanders Single-Payer Health Care Plan

Background: The Sanders Proposal and Prior Estimates

Detailed Methods and Results
Acute Health Care for the Nonelderly
Acute Health Care for Those with Medicare Coverage under Current Law
Long-Term Services and Supports
Results

Discussion

Notes
References
About the Authors

Statement of Independence

NN G e

13
17
20
22

27
29
31
34



This report was funded by the Urban Institute. The views expressed are those of the authors and should
not be attributed to the Urban Institute, its trustees, or its funders. Funders do not determine research
findings or the insights and recommendations of Urban experts. Further information on the Urban

Institute’s funding principles is available at viww.urban

The authors are grateful for helpful comments from Stephen Zuckerman and Leonard Burman.




Presidential candidate Senator Bernie Sanders has called for adopting a single-payer health care system
in the United States.! He proposes replacing the programs established under the Affordable Care Act
(ACA), as well as preexisting public programs such as Medicaid and Medicare, with the new system.
Under his approach, all individuals in the United States would be covered by a single insurance program.
Sanders’s plan would eliminate all private spending and replace all private and public coverage
programs, except Veterans Health Insurance and the Indian Health Service. Benefits provided under
the insurance plan would cover all medically necessary services, and cost sharing would be eliminated

entirely. Coverage would include both acute and long-term care.

We analyze the effects of Sanders’s approach on spending by governments, households, and
employers, using information publicly provided by the campaign and making our assumptions explicit
where detailed information is not available. in companion work, the Urban-Brookings Tax Policy Center
estimated the revenue effects of the same proposal (Sammartino et al. 2016). Highlights from the

revenue analysis, available in its entirety separately, are referenced here.

We estimate the impact of the Sanders plan on federal health expenditures and national personal

health expenditures. We use three approaches, separately estimating the following changes:

= Changes in acute care spending for the nonelderly who would not have Medicare under current
law (for simplicity, referred to as “the nonelderly”). This is by far the largest component of the
analysis and is estimated using the Urban Institute’s Health Insurance Policy Simulation Model
(HIPSM).

w  Changes in acute care spending on those otherwise enrolied in Medicare. Enhancements to
Medicare are estimated using a spreadsheet model and assumptions about the different effects

of the proposal.

s Changes in spending on long-term services and supports. We use the Urban Institute’s Dynamic
Simulation of Income Model (DYNASIM) to estimate the cost of a fully federally financed

comprehensive long-term care plan.

The overall results are shown in table 1. The underlying assumptions and more detailed results are

presented in the following sections.
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Our central findings of the effects of the Sanders approach are shown in table 1 and include the

following:

=)

All American residents would be automatically enrolled in acute care coverage, increasing
insurance coverage by an estimated 28.3 million people in 2017, from an uninsurance rate for
nonelderly adults of 10.4 percent under current law in 2017. In 2026, the Sanders plan would
decrease the number of nonelderly uninsured by 30.9 million, or 11.0 percent of the population,
relative to current law. {The uninsurance rate under current law in 2026 is projected to be
larger than the rate in 2017 as a result of demographic changes and a slight decrease in the rate
of employer-sponsored insurance.) Although the intent is unspecified in the campaign’s
materials, this finding assumes that the plan would cover the undocumented population as well

as citizens and other legal residents.

National health expenditures for acute care for the nonelderly would increase by $412.0 billion
(22.9 percent) in 2017. Aggregate spending on acute care services for those otherwise enrolled
in Medicare would increase by $38.5 billion (3.8 percent) in 2017. Long-term service and

support expenditures would increase by $68.4 billion (28.6 percent) in 2017.

Together, national health expenditures would increase by a total of $518.9 billion (16.9
percent}) in 2017, and by 6.6 trillion {16.6 percent) between 2017 and 2026.

The increase in federal expenditures would be considerably larger than the increase in national
health expenditures because substantial spending borne by states, employers, and households
under current law would shift to the federal government under the Sanders plan. Federal
expenditures in 2017 would increase by $1.9 trillion for acute care for the nonelderly, by
$465.9 billion for those otherwise enrolled in Medicare, and by $212.1 billion for long-term

services and supports.

In total, federal spending would increase by about $2.5 trillion (257.6 percent) in 2017. Federal
expenditures would increase by about $32.0 trillion {232.7 percent) between 2017 and 2026.
The increase in federal spending is so large because the federal government would absorb a
substantial amount of current spending by state and local governments, employers, and
households. In addition, federal spending would be needed for newly covered individuals,
expanded benefits and the elimination of cost sharing for those insured under current law, and

the new long-term support and services program.

. THE SANDERS SINGLE PAVER HE
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w  State and local governments could save $319.8 billion in 2017 and $4.1 trillion between 2017
and 2026 as the federal government absorbs these costs under the Sanders plan (not shown in
table 1). A maintenance-of-effort requirement could make state and local funds available to

help pay for the plan, but the legality of such a requirement is in question.

»  Private health care spending by households and employers would drop as the federal
government would absorb their spending under current law. Private sector expenditures for
these groups would decrease by $1.7 trillion in 2017 and by $21.9 trillion between 2017 and
2026. These considerable savings would partially offset the impact on the private sector of new

taxes required to pay for the Sanders plan.

«  Analysis by the Tax Policy Center indicates that Sanders’s revenue proposals, intended to
finance all new health and nonhealth spending, would raise $15.3 trillion in revenue over 2017
to 2026. This amount is approximately $16.6 trillion less than the increased federal cost of his
health care plan estimated here. The discrepancy suggests that to fully finance the Sanders
approach, additional sources of revenue would have to be identified; that is, the proposed taxes

are much too low to fully finance the plan.

-PAYERHEALTH CAREPLAN
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TABLEL

The Sanders Plan: The Impact on National Health Expenditures and Federal Spending,
2017 and 2017-2026

2017 2017-2026
ACUTE CARE SPENDING FOR THE NONELDERLY UNDER SANDERS PLAN COMPARED TO CURRENT LAW?
Increase in acute care spending ($ billions) $412.0 $4,996.1
Percent increase 22.9% 221%
Increase in federal acute care spending ($ billions) $1,858.0 $23,227.8
Percent increase 523.4% 531.4%
ACUTE CARE SPENDING UNDER SANDERS PLAN FOR THOSE OTHERWISE COVERED BY MEDICARE COMPARED TO CURRENT LAW®
Increase in acute care spending {$ billions) $38.5 $507.5
Percent increase 3.8% 3.6%
Increase in federal acute care spending ($ billions) $465.9 $5,838.6
Percent increase 77.9% 714%
SPENDING ON LTSS UNDER SANDERS PLAN COMPARED TO CURRENT LAW
Increase in LTSS spending ($ billions) $68.4 $1,093.8
Percent increase 28.6% 35.9%
Increase in federal LTSS spending ($ billions) $2121 $2,937.2
Percent increase 221.4% 244.3%
TOTAL INCREASE IN SPENDING UNDER SANDERS PLAN COMPARED TO CURRENT LAW
Increase in national health spending ($ billions) $518.9 $6,597.4
Percent increase 16.9% 16.6%
fncrease in federal spending ($ billions) $2,536.0 $32,003.5
Percent increase 257.6% 232.7%
DECREASE IN PRIVATE HEALTH SPENDING {HOUSEHOLDS, EMPLOYERS) UNDER SANDERS PLAN COMPARED TO CURRENT LAW
Decrease in private heaith spending” ($ billions) $1,679.7 $21,850.8
Decrease in acute care spending for the nonelderly” $1,240.0 $15,617.5
Decrease in acute care spending for those otherwise covered by Medicare® $369.0 $5,050.4
Decrease in spending for LTSS $70.7 $1,183.0
DECREASE IN UNINSURED UNDER SANDERS PLAN COMPARED TO CURRENT LAW
2017 2026
Decrease in uninsured 28.3 miltion 30.9 million
Uninsurance rate under current law 10.4% 11.0%

Source: Urban Institute analysis.

Notes: LTSS = long-term services and supports.

*Here, “acute care” includes short-term treatment for injury or ifiness, care provided during recovery from surgery, and medical
care provided to treat chronic conditions such as diabetes and heart disease. It excludes long-term care provided in institutional
settings and home-based care delivered to those with chronic conditions that affect their ability to perform everyday activities.
® Private health spending in this table includes spending by households and employers; it does not include spending by other
sources, such as providers.
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Background: The Sanders Proposal and Prior Estimates

The core of the Sanders proposal is comprehensive first-dollar government-financed health insurance
for all Americans, with no benefit limits. Available materials do not specify whether the plan would
provide coverage to undocumented immigrants, whether other provisions would be made for financing
their care, or whether no such provisions would be made. According to campaign materials, benefits
would range from “inpatient to outpatient care, preventive to emergency care, primary care to specialty
care, including long-term care and palliative care, vision, hearing, and oral health care, mental and
substance abuse services as well prescription medications, medical equipment and supplies, diagnostics

and treatment.”

The impact of the coverage and benefit expansions on expenditures would be partially
offset by the government’s use of its bargaining power to lower provider payment rates and, in turn,
overall health care spending. Administrative costs would also be lower because of the efficiencies
resulting from a number of sources, including no private insurance companies, uniform payment rates,
and automatic enroliment (i.e,, savings on marketing costs). Statements made by the Sanders campaign
seem to suggest that he assumes a dramatic reduction in provider payment rates would be largely

immediate; the growth rate of health spending would also be lower.

Federal government costs would increase substantially, but direct spending by employers who
currently provide coverage and individuals who pay premiums and incur out-of-pocket costs would
decrease considerably. The additional government costs would be financed by various taxes, described
below. ltis not clear whether the Sanders plan would allow individuals to purchase private insurance.
Although the plan does not envision a need for coverage for supplemental benefits because no benefits
would be excluded from the government coverage, some countries with single-payer systems do allow
individuals to purchase private coverage to obtain care from providers with shorter wait times for
services, usually in separate facilities. It also is not clear whether the Sanders plan would allow the
continued operation of integrated health systems, such as Kaiser or Geisinger, entities that combine the
direct provision of medical care with the insurers’ role of managing the efficient provision and use of

care. Also unclear is what would happen to Medicare Advantage.

The Sanders campaign estimates that their health program would lead to new public expenditures
of $13.8 trillion from 2017 to 2026. This figure incorporates the campaign's estimate of the costs of
coverage for the remaining uninsured, the universal expansion of benefits, the efimination of
deductibles and copayments, the introduction of long-term care coverage, savings from lower
administrative costs and provider payment rates, and the impact of provider supply constraints. After

subtracting $3.1 trillion in reduced tax expenditures resulting largely from the elimination of the

SANDERS SINGLE-PAYER HEALTH CARE PLAN
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current tax exclusion for employer-sponsored insurance, the campaign estimates that $10.7 trillion of
new revenues would be needed. They propose a 2.2 percent income-based premium on households, a
6.2 percent payroll tax imposed on employers, additional revenues from revisions to the estate tax,

increases in taxes on capital gains and dividends, new limits on deductions for high-income taxpayers,
and increases in income taxes that largely affect high-income people. They anticipate that low-income
individuals would save because the amounts they would be required to pay in new taxes would be less

than what they are required to pay today in premiums, cost sharing, and other tax payments.

Similarly, employers that now provide coverage would pay less because their obligations under the
proposed approach would be limited to the 6.2 percent payroli tax paid by empioyers. In contrast,
across all employers (i.e., including those who offer health insurance and those who do not), employer-
paid premiums for health insurance benefits currently average 8.3 percent of total compensation.3
Higher-income individuals would be expected to pay considerably more toward health expenses than

they do today.

Emory University professor and health economist Kenneth Thorpe (2016} independently estimates
the cost of the Sanders plan at $1.8 trillion in 2017 and $24.7 trillion over the 10-year period beginning
in 2017. These costs are based on current expenditures, making separate adjustments for current law
Medicare enrollees, Medicaid enrollees, the privately insured, and the uninsured. For all populations, he
assumes provider payment rates under Sanders would be set to 105 percent of health care costs {in
other words, increasing such rates for Medicare and Medicaid enrollees and decreasing them for the
privately insured) and that administrative costs of the program would be 4.7 percent of spending on

health care services.

He assumes higher health care utilization under the Sanders proposal for current law Medicare
enrollees without Medicaid and Medigap coverage, because the proposal would eliminate their
deductibles and copayments. He also includes estimates for additional benefits such as dental care,
vision, and hearing that are not provided under Medicare but would be covered by Sanders. Thorpe also
assumes that states would be required to make ongoing maintenance-of-effort payments for their prior
spending on the Medicaid and the Children’s Health Insurance Program, with these payments offsetting

federal costs of the reform.

Thorpe estimates that the Sanders approach would increase spending on the uninsured 70 percent
over current spending levels, an estimate he considers low. Further, Thorpe estimates that spending on
the currently insured would increase 10 percent, taking into account the greater generosity of coverage

provided under the Sanders proposal. Finally, he assumes that the rate of growth in health care
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spending would be 0.5 percentage points below current projections. He does not estimate long-term
care benefits other than incorporating current Medicaid long-term care expenditures (which are
currently financed by federal, state, and local governments) as fully federal spending under the Sanders

plan.

Our approach differs from Thorpe's in several ways, and our methods are described in detail in the

sections below. However, there are some central differences:

»  We start with different data and modeling assumptions, leading to differences in population,
coverage, and spending projections. Our nonelderly population and coverage estimates use
simulation modeling based on the American Community Survey, which supports greater detail
such as estimates related to undocumented immigrants. Our population and spending
estimates for the Medicare population are based on the most recent Congressional Budget

Office Medicare baseline.*

#  We make different assumptions about key factors, including payment rates (for hospitals,
physicians, and prescription drugs), administrative costs, induced demand, supply constraints,

spending growth rates, and state maintenance-of-effort requirements.

% Weinclude estimated spending for universal long-term services and supports.

Detailed Methods and Results

Acute Health Care for the Nonelderly

Our estimates of the cost of the Sanders plan for acute care® for the nonelderly {excluding the
nonelderly who would otherwise be enrolled in Medicare} are based on HIPSM, a microsimulation
modei of the cost and coverage effects of health care reforms (Buettgens 2011). We assume that all US
residents, including the undocumented population, would be automatically enrolled in coverage, leading
to universal insurance coverage. Although the Sanders campaign does not specify their intended
treatment of the undocumented population, we assume they would be included because all government
programs that currently help finance uncompensated care (e.g., Medicare and Medicaid

disproportionate-share hospital payments) would be eliminated. (Spending related to those otherwise

INGLE-PAYER HEALTH CARE PLA
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enrolled in Medicare, both elderly and nonelderly, are estimated in the “"Acute Health Care for Those

Otherwise with Medicare Coverage” section.)

In the HIPSM model, current law health care coverage and costs are based upon reported
insurance status, but the model also computes hypothetical costs for each individual under each
possible health insurance status (i.e., enroliment in employer coverage, private nongroup coverage,
Medicaid, or uninsurance). These hypothetical health care costs are used if a simulation indicates the
individual would change his or her health insurance status. In estimating the Sanders proposal for first-
dollar coverage for broadly comprehensive benefits without benefit caps or limits, we build off HIPSM's
estimates of health care costs as if all individuals age 64 and younger were enrolled in Medicaid (as
Medicaid benefits most closely resemble those promised under Sanders's plan). We increase the
universal Medicaid spending estimates to account for our assumption that the federal government
would pay considerably higher provider payment rates under the Sanders plan than states do under the

average Medicaid plan.

By building off estimated Medicaid expenditures, we have the advantage of starting with a spending
base that reflects a 100 percent actuarial value plan, that is, full benefits with no cost sharing. Using
Medicaid also incorporates supply constraints into our estimates. That is, the Sanders plan would
increase demand for health services by eliminating individuals’ direct contributions to care (i.e, by
eliminating deductibles, copayments, and coinsurance), but not all increased demand could be met
because provider capacity would be insufficient.® By basing our estimates on spending within a
universal Medicaid program, we implicitly incorporate the provider supply constraints faced by current
Medicaid enrollees, applying to all US residents the health care utilization decreasing effect of the
program’s low rates of provider participation. This approach produces lower heaith care cost estimates
than if we had assumed that all increased demand would be met. We do not adjust these estimated
Medicaid costs upward to account for the fact that some state Medicaid programs impose benefit or
service limits under current faw. If we had done so, our cost estimates would have been somewhat
higher than shown here. If supply constraints under the Sanders approach end up being lower than in
the current-law Medicaid program, that is another source of underestimation of new costs in our

analysis.

We inflate our estimated Medicaid costs to account for higher provider reimbursement rates. We
assume that the Sanders plan would pay physicians and other providers at Medicare rates for all
enrollees. The main exception is hospital payment rates, which we increase to 100 percent of costs
because Medicare hospital payment rates are estimated to be 89 percent of costs, on average

(American Hospital Association 2015). We also increase estimated Medicaid spending for prescription
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drugs by a factor of 1.5 to account for our assumptions that the Sanders formularies would be less
restrictive than Medicaid’s and that the payment rates would be higher than Medicaid’s.” This assumed
increase over current-law Medicaid prescription drug payment rates is still equivalent to payment rates
25 percent below Medicare’s prescription drug payment rates. It simply does not seem plausible to
assume that the current Medicaid prescription drug rebates of about 50 percent could be applied to alf
individuals. This would be far too great a financial blow to the existing pharmaceutical and medical
device industries, even assuming it would be possible to enact such proposals into law. We also assume
alower rate of growth in all health expenditures, 0.5 percentage points below current estimates each

year, reflecting the potential impact of a large government monopsony payer.

We assume administrative costs of 6 percent of claims, based on the Centers for Medicare &
Medicaid Services measure of Medicare’s administrative expenditures in the National Health
Expenditure Accounts. This is the appropriate figure for estimating proposals that build upon the entire
Medicare program, not just traditional Medicare (Sullivan 2013}. Although managed care providers,
such as Kaiser, Geisinger, and others, are not specified in the Sanders materials, we assume they would
be permitted because they provide valuable utilization management and quality control functions. In
addition, 6 percent is plausible in this scenario because that is slightly below average for large firms’
administrative costs. We do not believe that administrative costs can fall far below this level; far too
many administrative functions must be conducted. One such function is rate setting for a wide array of
providers, including both fee-for-service and any capitated providers that would remain—the latter
would require separate payment negotiations. In the fee-for-service world, a considerable amount of
care management and utilization control would be required, as would oversight and enforcement

activities that prevent financial abuses by providers and ensure sufficient quality of care.

Because the HIPSM model includes detailed characteristics of each nonelderly individual, we can
calculate their health expenditures under current law from 2017 to 2026 and how much of the
expenditures are paid by the individuals themselves, public programs, employers, or health care
provider&8 Then, we use the model to estimate expenditures for all nonelderly people under the
Sanders plan for those 10 years and compare that with current-law projections. We are then able to
estimate the changes in health care spending for individuals with various characteristics. However, our
estimates do not include the increased tax burden that has been estimated independently by the Urban-

Brookings Tax Policy Center {Sammartino et al. 2016).

_ THE SANDERS SINGLE:PAYER
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RESULTS

We estimate that under current law, 28.3 million people under age 65 will be uninsured in 2017. The
Sanders plan would provide automatic coverage to all these individuals, eliminating the uninsured.
Providing comprehensive health coverage for acute care without cost sharing, as specified in Sanders's
proposal, to the nonelderly population—an estimated 272 million people—would cost $2.2 trillionin
2017. This is a 22.9 percent increase in personal national heaith expenditures over current levels for
this population, reflecting the expansion of coverage to all Americans, the elimination of cost sharing,
and the more comprehensive benefits relative to private coverage under current law {table 2}. Acute
care for the nonelderly would cost $27.6 trillion from 2017 to 2026, an increase of $5.0 trillion, or 22.1
percent relative to current law. Under current law, the federal government would spend $355.0 billion
on acute care for the nonelderly in 2017 and $4.4 trillion from 2017 to 2026. Thus, there would be $1.9
trillion in additional federal spending in 2017 and $23.2 trilfion in additional federal spending from
2017 to 2026.

Acute Health Care Spending for the Nonelderly: Sanders Plan versus Current Law, 2017 and
2017-2026

2017 2017-2026
Sanders Current DIFFERENCE Sanders Current DIFFERENCE
plan faw T plan law e —
($ billions) ($ billions) ($billions) % | ($ billions) ($ billions) ($ billions) %
Total acute
health care
spending
for the
nonelderly $22130 $1801.0 $412.0 22.9%| $27,599.0 $22,602.9 $4.996.1  221%
Federal
acute
health care
spending
for the
nonelderly $22130  $3550 $1.858.0 523.4%| $27.5990  $4.371.3 $23,2278 5314%

Source: Urban Institute analysis, Health insurance Policy Simulation Model 2016.

Note: Here, the term “acute care” includes short-term treatment for injury or iflness, care provided during recovery from surgery,
and medical care provided to treat chronic conditions such as diabetes and heart disease. It excludes long-term care provided in
institutional settings and home-based care delivered to those with chronic conditions that affect their ability to perform everyday
activities.

Current spending for nonelderly acute care is shared among federal, state, and local governments;
employers; households; and in-kind payments by providers. If existing costs were federalized, spending

by state and local governments would be eliminated {(a decrease in spending of $188.5 billion), as would

. THE SANDERS SINGLEP.
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spending by employers ($749.8 billion), households ($490.3 billion), and providers ($17.6 billion in in-
kind contributions; table 3). Thus, although federal spending on nonelderly acute care would increase by
$1.9 trillion in 2017 under the Sanders plan, the savings for other payers would be considerable and

would partially offset the financial burden of new taxes required to pay for the reform.

TABLE

[o5)

Acute Health Care Spending for the Nonelderly under Current Law, 2017, by Source of Spending
($ billions)

Federal State/local
Total government government Employers Households Providers

Acute health care

spending for the

nonelderly

{public and

private) $1,801.0  $354.9 $188.5 $749.8 $490.3 $17.6

Source: Urban Institute analysis, Health Insurance Policy Simulation Model 2016.

Note: Here, the term “acute care” includes short-term treatment for injury or itiness, care provided during recovery from surgery,
and medical care provided to treat chronic conditions such as diabetes and heart disease. It excludes long-term care provided in
institutional settings and home-based care delivered to those with chronic conditions that affect their ability to perform everyday
activities.

The greatest increases in health care spending under the Sanders plan compared with current law
occur on behalf of those with the lowest incomes, because the currently uninsured and underinsured
are now concentrated in those income groups (table 4). Spending on behalf of those with incomes below
the federal poverty level (FPL) would increase 47.9 percent, and spending on behalf of those with
incomes between 100 and 200 percent of FPL would increase 32.9 percent. Even those with higher
incomes would consume more health care services, however, because their current out-of-pocket
spending would be eliminated, increasing their use of care. Spending on behalf of those with incomes

above 400 percent of FPL would increase 6.1 percent in aggregate.

Of the $2.2 trillion in total acute care spending for the nonelderly that we estimate would occur in
2017 under the Sanders proposal, we estimate that $77.0 billion would be spent on health care for
undocumented immigrants (table 5), Another $166.0 billion would be spent on those who would be
uninsured under current law. Heaith care spending for the otherwise uninsured would increase 169.5
percent, The remaining $2.0 trillion would be spent on thase who currently have health insurance. Their
spending would increase 15.5 percent; they would receive more comprehensive benefits on average,

and the elimination of cost sharing would lead to greater use of care.

LTH CARE PLAN
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TABLE4
Acute Health Care Spending for the Nonelderly: Sanders Plan versus Current Law, 2017

Sanders plan Current law DIFFERENCE
{$ billions) {$ billions) {$ billions) %

Total acute health care
spending for the
nonelderly $2.213.0 $1,801.0 $4120 22.9%
income by federal
poverty level
< 100% $562.0 $380.0 $1820 47.9%
100-200% $392.0 $295.0 $97.0 32.9%
201-300% $3220 $2630 $59.0 22.4%
301-400% $261.0 $2260 $35.0 15.5%
> 400% $676.0 $637.0 $39.0 6.1%

Source: Urban Institute analysis, Health Insurance Policy Simulation Mode! 2016.

Note: Here, the term “acute care” includes short-term treatment for injury or illness, care provided during recovery from surgery,
and medical care provided to treat chronic conditions such as diabetes and heart disease. [t excludes long-term care provided in
institutional settings and home-based care delivered to those with chronic conditions that affect their ability to perform everyday
activities.

TABLES

Acute Health Care Spending for the Nonelderly: Sanders Plan versus Current Law, 2017, by Current
Coverage

Sandersplan  Current law DIFFERENCE
{$hillions) ($ billions}  ($ billions) %

Total acute health care spending
for the nonelderly {public and

private) $2.2130 $1,801.0 $412.0 22.9%
Coverage under the current law

Insured $1,970.0 $1,705.0 $265.0 15.5%
Uninsured $166.0 $61.6 $104.4 169.5%
Undocumented immigrants $77.0 $34.4 $42.6 124.0%

Source: Urban Institute analysis, Health Insurance Policy Simulation Model 2016,

Note: Here, the term “acute care” includes short-term treatment for injury or iliness, care provided during recovery from surgery,
and medical care provided to treat chronic conditions such as diabetes and heart disease. it excludes long-term care provided in
institutional settings and home-based care delivered to those with chronic conditions that affect their ability to perform everyday
activities.

- THE SANDERS §1
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Acute Heaith Care for Those with Medicare Coverage under Current Law

METHODS

This section describes our estimates of the cost of the Sanders plan for those who would be enrolled in
Medicare under current faw. The HIPSM model estimates above do not include spending for those
enrolled in Medicare or spending on long-term services and supports, regardless of age; we address the
latter in the “Long-Term Services and Supports” section. The estimates in this section include acute care
costs for elderly and nonelderly individuals who would be enrolled in Medicare under current law
{including nonelderly people with disabilities).” These estimates include spending on postacute stays in

nursing facilities or postacute home care that Medicare would cover under current law.

For those otherwise enrolled in Medicare, we estimate the cost of the Sanders plan to be equal to
the sum of current-law Medicare spending (Congressional Budget Office 2016), Medigap
expenditures, *® out-of-pocket spending for Medicare-covered services,'* out-of-pocket spending for
services not covered under Medicare (Nonnemaker and Sinclair 2009), Medicaid spending on Medicare
coinsurance and premiums (Centers for Medicare & Medicaid Services 2013), estimated Medicaid acute
care spending for those enrolled in Medicare,? and spending by employers and employees on retiree
and employee coverage for those also enrolled in Medicare (McArdle, Neuman, and Huang 2014;
Mercer 2013). We then assume additional spending that would be induced by the elimination of
deductibles, copayments, and coinsurance for current-law Medicare beneficiaries who do not have
supplemental coverage such as Medigap or Medicaid to wrap around their Medicare benefits. We
estimate a smaller increase in spending for those who would otherwise face cost sharing under
supplemental Medicare coverage, including Medigap, Medicare Advantage, or employer coverage, and
we assume an increase in spending for current-law Medicare enrollees who do not have prescription

drug coverage.

We also assume additional costs because the Medicare benefit package is not as comprehensive as
what would be provided under Sanders, namely coverage of dental, vision, and hearing services. > We
increase hospital payment rates to 100 percent of costs for Medicare hospital payments‘14 Physicians
and other providers are assumed to be paid at Medicare rates. We reduce current-law Medicare drug
spending 25 percent, assuming the federal government would begin direct price negotiations with
pharmaceutical companies under the Sanders approach, and this adjustment is partly based on price
comparisons in a recent report of the Office of the Inspector General (Levinson 2015). We subtract the
administrative cost related to current benefit spending in Medicare and replace it with the common é

percent administrative cost assumption that we make for the Sanders program as a whole.
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increased spending on the Medicare population attributable to the elimination of cost sharing is
estimated based on published induction factors (US Department of Health and Human Services 2013).
For spending increases related to those who currently have Medicare and no supplemental insurance,
such as Medigap or employer-sponsored insurance, we apply a 4 percent induction factor; for those

with supplemental insurance, we apply a 3.5 percent induction factor.”®

RESULTS

Under the current system, an estimated $1.0 trillion in health care spending for those enrolled in
Medicare in 2017 is spread across several payers (table 6). These payers are the federal government
{$597.8 billion), state and local governments ($58.4 biition), employers {$43.1 billion) and households
($325.9 billion). Overall, acute care spending on those otherwise enrolled in Medicare would amount to
$1,063.7 billion under the Sanders plan in 2017 compared with $1,025.2 billion under current law, a
difference of $38.5 billion and a relative increase of 3.8 percent (table 7). The increase in federal
spending on acute care for those otherwise enrolied in Medicare under the Sanders plan is projected to
be $465.9 billion, a 77.9 percent increase in federal spending relative to current law for this population.
Additional detail on spending for those otherwise enrolled in Medicare under current law and under the

Sanders plan is provided in tables 6 and 7, respectively.

Under current law, spending by the federal government on Medicare enroliees {net of spending
offsets from state and local government and household spending on premiums, cost sharing, and direct
provision of acute care) is attributable to spending that falls under the Medicare program ($533.6
billion) and spending that falls under the Medicaid program ($64.2 billion; table 6).1 Under current law,
spending by state and local governments on Medicare enrollees includes Medicare Part D payments by
states ($10.0 billion), state and local Medicaid funding of acute care spending for those with Medicare
{$41.1 billion), and state and local Medicaid funding of Medicaid-covered Medicare premiums and cost
sharing ($7.3 bitlion).

Individuals with Medicare coverage supplement Medicare benefits through spending in several
categories: Medicare premiums collected for Parts A, B, and D ($92.0 billion); Medigap premiums for
Medicare-covered services {$33.2 billion); out-of-pocket spending for Medicare-covered benefits
($117.9 billion); out-of-pocket spending for benefits not covered by Medicare ($24.5 billion); and
employees’ and retirees’ premium contributions for employer-sponsored health insurance ($58.3
billion).”” Employers spend on health care for those enrolled in Medicare through employer-based

insurance and retiree premium contributions {$43.1 billion).
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TABLES
Acute Health Care Spending under Current Law for Those with Medicare, 2017

Spending under current

faw ($ billions)

Total acute care spending under current law for those with Medicare $1,025.2
Federal spending $597.8
Federal Medicare® $533.6
Federal Medicaid (for those with Medicare) $64.2
State and local spending $58.4
Medicare Part D payments by states $10.0
State/local Medicaid funding of acute care spending for those with Medicare $41.1
State/local Medicaid funding of Medicaid-covered Medicare premiums and cost

sharing $7.3
Employer spending $43.1
Employer share of employee and retiree premium contributions for health

insurance sponsored by employer $43.1
Household spending for those with Medicare $325.9
Medicare premiums collected for Parts A, B,and D $92.0
Estimated Medigap premiums for covered services $332
Estimated out-of-pocket costs for Medicare-covered benefits $117.9
Estimated out-of-pocket costs for benefits not covered by Medicare $24.5
Employee and retiree share of premium contributions for health insurance

sponsored by employer $58.3

Sources: Urban Institute analysis of data and estimates from American Hospital Association (2015); Centers for Medicare &
Medicaid Services (2013); Congressional Budget Office (2016); Cubanski et al. (2014}; Garfield et al. {2015); Jacobson, Huang,
and Neuman (2014); Levinson {2015); McArdle, Neuman, and Huang (2014); Mercer {2013); Nonnemaker and Sinclair (2009);
Sullivan (2013}; and US Department of Health and Human Services {2013).

Note: Here, the term “acute care” includes short-term treatment for injury or illness, care provided during recovery from surgery,
and medical care provided to treat chronic conditions such as diabetes and heart disease. It excludes long-term care provided in
institutional settings and home-based care delivered to those with chronic conditions that affect their ability to perform everyday
activities,

*The federal Medicare amount is net of spending offsets from state and local government and househoid spending on premiums,
cost sharing, and acute care. The Medicare benefit spending amount includes an estimated 6 percent administrative cost.

Spending for acute care under the Sanders plan for those otherwise enrolled in Medicare ($1,063.7
billion) would entail fully federalizing existing Medicare spending and spending related to the additional
benefits being provided, plus the elimination of beneficiary cost sharing. This includes federalizing
current-law state and local spending ($58.4 billion), current-law employer spending ($43.1 billion), and

current-law household spending ($325.9 billion).

PAYER HEALTH CARE P




154

TABLE7

Federal Acute Health Care Spending under Sanders Plan for Those Otherwise Covered by Medicare,
2017

Spending under Sanders plan for
those otherwise covered by
Medicare, 2017

Total acute care spending under Sanders plan for those otherwise

covered by Medicare ($ billions) $10637
Current law spending ($ billions) $1,025.2
Current law federal spending $597.8
Federalization of current law state/local spending $58.4
Federalization of current law employer spending $43.1
Federalization of current law household spending $325.9
Additional federal spending and savings ($ billions) $38.5
Decrease in Medicare prescription drug spending from payment rate $24.9
adjustment .
Additional prescription drug costs for Medicare enrollees who do not $17.0
currently have prescription drug coverage :
Additional Medicare hospital spending from payment rate adjustment $25.3
Additional Medicare spending of Medicare enrollees who have cost

sharing under current law due to lack of supplemental coverage or cost $21.1
sharing under various supplemental coverage arrangements

Increase in total acute care spending under Sanders plan compared to $38.5
current law for those otherwise cavered by Medicare ($ billions) -
Percent increase 3.8%
Increase in federal acute care spending under Sanders plan compared to $465.9
current law for those otherwise covered by Medicare ($ biltions) .
Percent increase 77.9%

Sources: Urban fnstitute analysis of data and estimates from American Hospital Association (2015); Centers for Medicare &
Medicaid Services (2013); Congressional Budget Office {2016}); Cubanski et al. (2014); Garfield et al. (2015); Jacobson, Huang,
and Neuman (2014); Levinson (2015); McArdle, Neuman, and Huang {2014); Mercer {2013): Nonnemaker and Sinciair (2009);
Sullivan {2013}; and US Department of Health and Human Services (2013).

Note: Here, the term "acute care” includes short-term treatment for injury or iliness, care provided during recovery from surgery,
and medical care provided to treat chronic conditions such as diabetes and heart disease. It excludes long-term care provided in
institutional settings and home-based care delivered to those with chronic conditions that affect their abitity to perform everyday
activities.

Spending on this population would increase under the Sanders plan in three ways: the provision of
drug coverage to current-law Medicare enroilees who do not have it {$17.0 billion); increased payment
rates for hospital care, bringing payments up to 100 percent of costs ($25.3 billion); and additional
spending induced by the elimination of cost-sharing requirements ($21.1 biltion).'® Spending on those
otherwise covered by Medica